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The main target of my research is to present and compare Argentine and Finnish 

company founding processes, company forms and corporate taxation from the 

viewpoint of a foreign investor. In the beginning the research studies the general 

overview of Argentine economy, the trade between Argentina and Finland and the 

legal framework for foreign investment. After that the research concentrates on the 

types of business entities and company founding processes. In addition the books 

and records, accounting principles and auditing standards will be handled. At the 

end the research presents the supervising authorities of companies in Argentina 

and corporate taxation. The research method is the qualitative normative method. 

 

On the basis of this research can be stated that there are not remarkable 

differences between Argentine and Finnish company founding processes. There 

are most differences in regulation authorities and issues, which must be registered 

in the case of companies´ incorporation and accounting records. There are also 

some differences in corporate taxation and some company forms in Argentina 

which do not exist in Finland. 
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1 INTRODUCTION 
 

1.1 Background of bachelor’s thesis work 
 
I am interested in starting to do research on the differences of founding a company 

in Argentina and founding a company in Finland. I spent last December four weeks 

in Argentina and I must say that it was worth it. During my visit I noticed that there 

are several differences between Argentina and Finland. Not only that Argentina 

has an eleven times bigger surface area than Finland and there are seven times 

more inhabitants make this research interesting, but there are also differences 

between the company cultures, level of education and living standards. Because 

of these cultural differences which can be noticed in every day life between 

Argentina and Finland I want to compare and carry out a study on the practice of 

founding companies in Argentina and in Finland. In this bachelor´ s thesis work I 

will handle the company forms, responsibility questions, company law and taxation 

of companies.  

 

This bachelor’s thesis work is a guide for foreign investors who are considering 

setting up a firm in Argentina. Currently there are not any collected guides for 

foreign investors and that is why my thesis work would serve foreign investors who 

are interested in getting some information about the main characters of company 

founding processes and company taxation in Argentina. Argentina attracts foreign 

investments and foreign entrepreneurs because it has considerable natural 

resources, competitive labour force and a successful and export-oriented 

agriculture. There are already many Finnish companies operating in Argentina. 

Most of them are operating on the branch of forest industry, chemical industry and 

engineering industry, but there is also a lot of potential on the branches like 

biotechnology and communications technology in which Finns are notoriously very 

experienced. Because of the comparative nature of this research to Finnish 

company founding processes this thesis work gives better insight to Finnish 

investors, but it serves all foreign investors.  
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1.2 Research dilemma, targets and defining of the research 
 

The problem of this research is that there is very little information for foreign 

investors willing to found a company in Argentina. Therefore my targets for this 

research are to find out how the founding processes of a company works in 

Argentina and which issues a foreign investor should pay attention to if a parent 

company or he or she wants to found a company in Argentina. I handle also the 

differences between Argentine and Finnish company forms and the Argentine and 

Finnish legislative regulations related to company founding processes. I am going 

to do a comparative research between Argentine company founding processes 

and Finnish company founding processes, but I emphasize the role of Argentina in 

my research.  

 

The research concentrates on Argentine company founding processes and their 

main points from the viewpoint of a foreign investor and a foreign entrepreneur 

who would like to found a company in Argentina. The research clears up which 

issues a foreign investor and a foreign entrepreneur should pay attention to in the 

case of incorporation of a company and what documents must be registered. I 

concentrate most on corporations in my thesis work, because the corporation is 

the most commonly used company form in Argentina and in Finland, but I present 

also the main points of partnerships and branch.  

 

1.3 Research method and material 
 
The research method of my bachelor’s thesis work is the qualitative normative 

method in which I examine the company founding processes with the help of 

different kinds of laws and articles. There is no literature of Argentine company 

founding processes in English. On the whole there is very little research material, 

but it was possible to get enough information to make a relevant comparison. I 

have asked for material for my thesis work by telephone and by e-mail from The 

Finnish Embassy in Argentina, The Argentine Embassy in Finland, Foreign 

ministry of Finland, Finpro registered association, KPMG Inc., 

PricewaterhouseCoopers Inc., Ernst & Young Inc., Deloitte & Touche Inc. and 
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Agencia de desarrollo de inversiones. Especially I would like to thank Mr. Juha 

Haapajoki from The Argentine Embassy in Finland and Ms. Anne Virta from Ernst 

& Young Inc. for sending me useful information about company founding 

processes and taxation in Argentina. I also used different kinds of legislative 

sources in my thesis work, such as the Argentine Foreign Investment Law N° 

21382, the Business Associations Law N° 19550 and the Finnish Companies Act, 

which is the government bill, not yet currently valid law. There is also information 

in my thesis work which is based on Argentine and Finnish company law, trade 

register law and tax laws, for example incorporation regulations and different tax 

rates. I also tried to find Argentine Bookkeeping Act in English with help of Mr. 

Juha Haapajoki, but it was impossible to get it. However the Bookkeeping Act isn’t 

very important concerning company founding processes because its regulations 

don’t play the main role in company founding processes.   

 

1.4 Structure of the research 
 

After the introduction the research studies the general overview of Argentine 

economy, privatization process of companies in Argentina and the trade between 

Argentina and Finland. Chapter two also presents the legal framework for foreign 

investments and international agreements. Chapter three is the main chapter of 

the research. It concentrates on the types of business presence in Argentina and 

company founding processes. In addition the books and records, accounting 

principles and auditing standards will be handled in chapter three. Chapter four 

presents the supervising authorities of companies in Argentina and the last 

principal chapter number five concentrates on the main taxes concerning the 

companies in Argentina.  Except chapter four, all chapters have a comparative 

viewpoint between Argentina and Finland. At the end of the research there are 

conclusions. 
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2 ECONOMY IN ARGENTINA AND LEGAL FRAMEWORK 
FOR FOREIGN INVESTMENT  

 
Argentina is still quite unknown country to Finnish investors and entrepreneurs in 

spite of the fact, that there are already quite many Finnish investors and 

entrepreneurs on the market of Argentina. Before investing in a new foreign 

investment project, it is advisable to become acquainted with the principal 

background information and with the legal framework for foreign investment of a 

new investment project. Also in the case of founding a company in an unknown 

country, it is useful to familiarize with the economical history of the country in 

which the entrepreneur is going to found a company. To get a better view of the 

current Argentine economy, an investor or an entrepreneur has to know also the 

history of it. It is also useful to know the Argentine legal framework for foreign 

investments, when investing in Argentina. These are the reasons why I am first 

going to write about the development of the Argentine economy, the trade 

between Argentina and Finland and legal framework for foreign investment before 

concentrating on the company founding processes and their main points. This 

bachelor’s thesis work is written to the guide form to serve foreign investors and 

foreign entrepreneurs who are interested in starting a business in Argentina or 

investing in Argentina.  

 

2.1 General overview of economy in Argentina 
 
After the economy of Argentina collapsed during the first semester of 2002, it is 

going through an obvious revival since 2003. The gross domestic product growth 

rate was 8.7% in 2003 and correspondingly the Finnish gross domestic product 

growth rate was 2.4% in 2003. (The Federation of International Trade 

Associations, 2006; Tilastokeskus, 2006) The Argentine economic recovery 

strengthened during 2004 and almost all sectors of the economy showed a 

dynamic behaviour. This sound economic recovery strongly influenced the 

expectations of consumers, driving domestic demand to levels that had not been 

seen since the beginning of the crisis. (Price Waterhouse & Co., 2005, 2) Peso 

devaluation re-launched exports, mainly of agricultural products. Industrial 
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production is being rehabilitated and the other sectors are taking advantage of this 

revival. However, Argentina’s economy is still very fragile. The external debt is 

huge, financial system is not secure and the country is experiencing an energy 

crisis. (The Federation of International Trade Associations, 2006) 

 

In any case the country has numerous assets to withstand the difficulties. It has a 

successful and export-oriented agriculture which attracts foreign investments, 

considerable natural resources, such as copper, gas and oil and a qualified and 

competitive labour force. The government’s priority to pull the country out of the 

crisis in the long term is to restore its political credibility and to free itself of its 

exorbitant external debt burden. (The Federation of International Trade 

Associations, 2006) 

 

Argentina is a member of Mercosur, as well as Brazil, Uruguay and Paraguay. The 

Mercosur area is the 4th largest free trade area in the world, it covers over 200 

million consumers. (The Federation of International Trade Associations, 2006) By 

far the biggest trade partner of Argentina is Brazil. Also the trade with China has 

grown wilfully along with the export of food products and commodities to Asia. 

(Theman, 2005, 1) The other principal trade partners of Argentina are the United 

States, Chile and EU countries. Argentina mainly imports machines, electronic and 

electrical equipment, vehicles and chemical products. (The Federation of 

International Trade Associations, 2006)   

 

2.2 Privatization in Argentina 
 
Until year 1989 Argentina had a closed economy where private activity was 

constrained. These policies caused high inflation rates, high public expenditures 

and a substantial fiscal deficit. As a result, the various sectors of economic activity 

followed an erratic course during those years and began to lose their 

competitiveness in comparison with the developed world, for example comparing 

to Finland. (Virta, 2004, 5) In 1989, Argentina’s economy entered on a new stage 

where it went through the major regulatory changes with the intention of 

liberalising its economy. A key objective of the structural reforms was to create “a 
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climate of investment” that would make sustained growth viable. Including market 

liberalization and deregulation, the selected tools to these structural reforms were 

economic integration with the rest of the world and the public sector reform, all of 

which revolved around an ambitious privatisation programme. (Giglio, 2004a, 2) 

 

Because of the strong privatization, the National Congress enacted Law N° 

23 696, the State Reform Law, which authorizes the executive branch to proceed 

to the total or partial privatization, total or partial concession or even to the 

liquidation of the business enterprises, companies or estates that had been 

“subject to privatization”. Telecommunications, air transportation and energy were 

the three largest and most important privatizations. (Virta, 2004, 9) The good 

example of European privatizations during the privatization boom in Argentina is 

the French owned Suez-company which acquired the majority of the water and 

waste management company Aguas Argentinas (Suomen Suurlähetystö, Buenos 

Aires, 2005, 2).  

 

Foreign investment played a key role in this liberalising and privatization process 

through its participation in and acquisitions of privately held companies in a wide 

range of activities (Giglio, 2004a, 2). Companies including Shell, Exxon, Ford, 

Coca-Cola, Fiat, Bayer, Renault, Siemens, Nestle, Firestone, BASF, Pirelli and 

Abbott, among others, have been playing a significant role in the formation of 

capital in Argentina for over 50 years (Agencia de desarrollo de inversiones, 

2006c, 37). 

 

2.3 Trade between Argentina and Finland 
 
Argentina is Finland’s third largest trade partner in Latin America. Generally there 

has been a demand to the Finnish traditional export products, such as paper, 

mobile phones and machines in Mercosur countries. The trade with Argentina has 

grown after Argentina’s collapse of economy. (Finpro, 2005, 15)  

 

Eight Finnish companies, Huhtamäki Plc., Kone Plc., Nokia Plc., Outokumpu Plc., 

Stora Enso Plc., Uponor Plc., Valtra Ltd. and Wärtsilä Plc. Abp. have subsidiaries 
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in Argentina and two of the companies have also own production plants 

(Haapajoki, 2006a). There are about 70 Finnish companies, which are operating 

through the agent in Argentina and a little less than 40 Finnish companies are 

carrying on the direct export. The Finnish companies are mainly focused on forest 

industry, chemical industry and engineering industry. Also the branch of 

information technology is rising. (Finpro, 2005, 18) Including mentioned above on 

the market of Argentina, there is a lot of potential on the branches like 

biotechnology, food products, energy and mining. Due to the boom of 

communications technology, there is also a lot of potential in creative activities, 

such as editing. (Theman, 2005, 1-2)  

 

The export of Argentina to Finland grows faster than the import from Finland, so 

Argentina has an active balance of trade. (Finpro, 2005, 15) The export of 

Argentina to Finland is very one-sided. Almost 90 per cent is mineral and scrap 

metal. Including mentioned above also a lot of food products, such as fruits, meat 

and wine are exported to Finland. (Finpro, 2005, 16)  

 

2.4 Foreign Investment Law 
 
The rules covering foreign investment are contained in the Foreign Investment 

Law N° 21382 which enacted in 1993 by Executive Order 1853/93, established the 

legal framework for foreign investment. The main aspects of foreign investments´ 

legal framework base on national treatment. (Agencia de desarrollo de inversions, 

2006c, 37) In Finland there does not exist such a law for foreign investments, but 

all regulations can be found in the Companies Act. 

 

The Argentine constitution grants foreigners the same rights to work, conduct 

business, buy, own and sell property and the same obligations as it does to 

Argentine nationals (Agencia de desarrollo de inversiones, 2006b, 2). Private 

ownership and other rights acquired may not be disavowed or breached by 

subsequent laws except for public utility or social interest reasons. In any case of 

expropriation for public utility or for social interest reasons, it is guaranteed to be 
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conducted through a proper process and with adequate indemnification. (Agencia 

de desarrollo de inversions, 2006a, 14) 

 

Foreign companies can adopt any legal organization allowed by the Argentine 

business law and can invest without prior approval of the fulfilment of any 

registration requirements. Foreign investors have unrestricted access to all 

economic activities and the same incentive programs as local investors do. 

Dividends and profits can be remitted abroad without the Central Bank’s prior 

authorisation. Dividends may be paid out of current profits plus retained earnings if 

current or accrued losses are covered. Foreign companies enjoy also the same 

facilities to access credit as local companies do. Other types of contributions 

establish in special or promotional regimes. (Agencia de desarrollo de inversions, 

2006a, 14)   

 

2.5 International agreements 
 

Argentina seeks foreign investment to advance its development process. Part of 

the efforts in promoting and protecting such investment involve the adoption of 

bilateral treaties. Bilateral investment treaties (BITs) promote stable and market- 

oriented policies towards foreign investment. Argentina has signed bilateral 

treaties with 50 countries including Finland. The agreement with Finland was 

signed in 1995 and it can be found in Argentine Law N° 24614. (Agencia de 

desarrollo de inversiones, 2006c, 39-40)  

 

Investors of each contracting party shall at all times be accorded fair and equitable 

in the territory of the other contracting party. Each contracting party guarantees to 

an investor of the other party the unrestricted transfer of investment payments and 

returns without any limitations. (Agencia de desarrollo de inversiones, 2006c, 39) 

These bilateral treaties also foresee free transfer abroad of dividends and other 

current profits belonging to the investors of the signing countries. (Agencia de 

desarrollo de inversiones, 2006a, 15) Bilateral investment treaties give investors 

from both parties the right to submit an investment dispute with the treaty partner´s 
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government to international arbitration. There is no requirement to use the 

country’s domestic courts. (Agencia de desarrollo de inversiones, 2006c, 39) 

 

Argentina has signed agreements to avoid double taxation and to prevent fiscal 

evasion with respect to taxes on income and capital gains. This kind of 

agreements has been concluded between Argentina and 15 countries. The 

agreement with Finland was signed in 1996 and it can be found in Argentine Law 

N° 24654 and in Finnish Law it is convention 85/1996. In the same way Argentina 

has signed agreements to avoid double taxation on international transport with 21 

countries, 17 of these agreements are already in force. (Agecia de desarrollo de 

inversiones, 2006a, 16) 

 

Argentina is also a member among others of the Multilateral Investment 

Guarantee Agency (MIGA), the Overseas Private Investment Committee (OPIC), 

the International Centre for Settlement of Investment Disputes (ICSID) and the 

World Association of Investment Promotion Agencies (WAIPA) (Agencia de 

desarrollo de inversiones, 2006a, 16).  

 

2.6 Summary 
 
The economy of Argentina is developing after its liberation and privatization 

processes in 1989, but it is still very fragile. Argentina tries to create “a climate of 

investment” and tries to attract foreign investors to invest in Argentina and thereby 

to advance its economical development process. For many years foreign 

investments have been in a significant position in these liberalising and 

privatization processes, but still there is a big demand for new foreign investments 

on the market of Argentina. In addition to traditional Finnish export products such 

as paper, mobile phones and machines there is also a lot of demand for the 

branches like biotechnology and communication technology in which Finns are 

notoriously very experienced and successful.  

 

The Foreign Investment Law N° 21382 forms the legal framework for foreign 

investment in Argentina. There is not a separate law for foreign investments in 
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Finland. Foreigners have the same rights and the same obligations to do business 

in Argentina as Argentine nationals have. International agreements, such as 

bilateral investments treaties, are signed to promote policies towards foreign 

investment and to develop the fair business between Argentina and other 

countries. Argentina has also signed agreements to avoid double taxation and to 

prevent fiscal evasion. 

 

Next chapter is the main chapter of this research, in which the research 

concentrates on company founding processes and different company forms in 

Argentina. It handles also the books and records paragraph, because all business 

enterprises are under obligation to keep books and accounting records in 

Argentina. Also accounting principles and auditing standards are handled. All 

paragraphs emphasize the role of Argentina, but they also have a brief 

comparative viewpoint to Finland.  
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3 TYPES OF BUSINESS PRESENCE IN ARGENTINA AND 
COMPANY FOUNDING PROCESSES  

 
The Business Associations Law N° 19550 foresees several types of forms of 

business organizations. The common practice is that foreign investors choose 

either the form of the corporation, the limited liability company or the branch to 

start operations in Argentina. (Agencia de desarrollo de inversiones, 2006a, 16) In 

Finland the most common company form is corporation, almost 40% of all 

companies are corporations. There are also lots of limited partnerships, general 

partnerships, branches and public companies. (Patentti- ja rekisterihallitus, 2006b) 

In the following chapters I will present the different types of companies and the 

main characters of company founding processes. Also books and records, 

accounting principles and accounting standards are presented.  

 

3.1 Starting a business in Argentina 
 

Business in Argentina may be conducted by incorporated companies, 

partnerships, individuals and branches of foreign constituted enterprises. In all 

cases pertinent information, such as the official record of incorporation together 

with the documents of directorial nomination and a copy of the publication must be 

registered with the Public Register of Commerce. Conduct and behaviour of the 

entities, supplementary laws and regulations are governed by the Commercial 

Code. In the case of a general partnership not covered by the Commercial Code, 

the Civil Code applies. (Deloitte & Co., 2005b, 1) In Finland the regulations for 

corporations and public companies are in Companies Act. General partnership 

and limited partnership companies have their own law in Finland.   

 

Setting up a business in Argentina requires the detailed interpretation of Argentine 

laws and regulations. Thus it is essential to obtain legal accounting advice from 

professionals in Argentina. The professionals are familiar with the federal and local 

government structure and they know what the regulatory requirements and 

procedures are and how they are implemented. With such assistance, investors 

can structure their companies to maximize compliance with laws and regulations 
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and at the same time they minimize exposure to regulatory agencies. All 

submissions must be in Spanish. In case of original documents, which are written 

in another language, they must be accompanied by a Spanish translation made by 

a public translator. (Agencia de desarrollo de inversiones, 2006a, 29)  

 

The name of the company is verified by the Companies´ Inspection Board (IGJ). 

The reservation of a name is mandatory to incorporate any new company or make 

any change to the corporate name of an existing one. The form of “Reservation of 

name” expires in 30 days. (Agencia de desarrollo de inversiones, 2006a, 30) In 

Finland the name of the company has to be registered in the Public Register of 

Commerce. The name of the company is regulated in Commercial Name Law and 

the registration of the name in Trade Register Law.  

 

It is not obligatory for companies to notarize bylaws in Argentina. They can be 

formally constituted under a private document. However, it is required that the 

signatures of the founding members are certified by a public notary. (Agecia de 

desarrollo de inversiones, 2006a, 30) Corporations must file an application 

subscribed by its president in order to get a tax identification number (CUIT) from 

the National Tax Office. The signature of the president must be certified by a 

public notary. Pursuant to Argentine legislation, corporations must also be 

registered as employers with the National Tax Office. They must file applications 

with the information of the number of employees and the date of their hiring. 

(Agencia de desarrollo de inversiones, 2006a, 31) All companies in Finland have 

to be registered in the Public Register of Commerce and at the same time the 

company submits an application to be marked in Preliminary Taxation Register. 

Corporations have to register their bylaws and partnerships have to register their 

partnership agreements. (Patentti- ja rekisterihallitus, 2006a) 

 

3.2 Corporation 
 
The corporation is the most commonly used legal entity in Argentina for the 

development of all kinds of activities and businesses (Agencia de desarrollo de 

inversiones, 2006a, 17). Corporations are owned by shareholders with limited 
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liability. They are similar to the incorporated “limited liability companies” of the 

United States, the United Kingdom and elsewhere (Deloitte & Co., 2005b, 1). The 

shareholders liability is limited to the capital paid in by them. The capital is 

represented by shares of stock (Virta, 2004, 19). There must be at least two 

shareholders and they can be foreign companies or individuals of any nationality 

or residence. This type of company is the only one that can go public. (Agencia de 

desarrollo de inversiones, 2006a, 17) All the points mentioned above are similar to 

Finland, but the Companies Act does not restrict the amount of the shareholders.  

 

The basic characteristics of the corporation must be established in the constitution 

when presented for approval before the IGJ, which is the government agency that 

regulates corporations (in detail see chapter 5). The articles of its incorporation 

must include identification of all shareholders, the name and domicile of 

corporation, indication of corporation’s specific purpose, the amount of the 

corporation’s capital and each shareholder’s capital contribution. The shares of the 

corporations may be privately held or quoted publicly. The articles must also 

include the organization of management, in-house auditing committees, rules for 

shareholder meetings and rules for distribution of profits and losses. In addition 

also provisions, which are based on shareholder rights and obligations to each 

other and third parties, are included such as fees for being the member of the 

board of the directors. It would be also desired to mark shares in the case of 

dissolution and liquidation. (Agencia de desarrollo de inversiones, 2006a, 17). The 

term “sociedad anónima”, which may be shortened to S.A., must be included in the 

corporate name (Deloitte & Co., 2005b, 1). In Finland the similar abbreviation is 

OY for corporations and for public companies the abbreviation is OYJ. 

 

In Finland the issues demanded in corporate registration are quite similar to 

Argentina except the rules for shareholder meetings, rules for distribution of profits 

and procedure in the case of dissolution and liquidation which are regulated in the 

Companies Act. However, if shareholders will add some details to the points 

mentioned above, those must be included in bylaws. (HE 109/2005 vp) 

 

 



 14

3.2.1 The corporate capital 
 

Corporate existence is deemed to begin as soon as subscribers have paid in 25% 

of the capital and the publication and registration are complete (Agencia de 

desarrollo de inversiones, 2006a, 309). But when the subscription consists of non-

monetary assets it must be fully contributed before approval is requested to the 

control authority. The remaining subscribed capital must be paid within 2 years by 

the stockholders, who are held responsible for interest and damages arising from 

any default in payment or otherwise all voting and other rights corresponding to 

shares are automatically suspended. The minimum capital is 12 000 Argentine 

pesos, which is according to the central level-course on 16 March 2006 about 

3240 Euros. (Deloitte & Co., 2005b, 2; Kauppalehti, 2006) In Finland the whole 

corporate capital must be paid before registration in the Public Registry of 

Commerce. The minimum capital for corporations is 8000 Euros and in public 

companies it is 80 000 Euros. (HE 109/2005 vp) 

 

A stockholders´ meeting may decide to increase the corporate capital fivefold 

followed by appropriate publications and registrations, without having to obtain 

official approval in Argentina. This is possible, if it is included in the bylaws and all 

previous issues have been fully subscribed. In all other cases, official approval is 

required and the corresponding publication and registration must be carried out. 

The corporate capital may be also reduced by the decision of an extraordinary 

meeting of stockholders. This extraordinary meeting must be supported by a 

special report from the syndic, also entails fulfilment of certain formalities must be 

completed in order to safeguard creditors´ rights. (Deloitte & Co., 2005b, 2) There 

do not exist any certain rules as how much the maximum corporate capital can be 

in Finland. The corporate capital can be increased within limits mentioned in the 

bylaws in Finnish corporations. The regulations for reducing the corporate capital 

are very strict. The corporate capital can be reduced to cover the losses and when 

the corporation buys its own shares. According to proposal of the government for 

the new Companies Act the creditors´ rights are safeguarded. (Villa, 2006, 101, 

103)     

 



 15

3.2.2 Stockholders´ meetings 
 
An annual general meeting of stockholders must be convened within four months 

of the annual financial closing date. Similarly the time limit in Finland is six months 

(HE 109/2005 vp). Financial statements, distribution of profits and the 

appointment, removal and compensation of directors and syndics must be dealt 

with in stockholders´ meetings. A general meeting may also be convened at any 

time if it becomes necessary to determine the responsibility of the directors and 

control bodies or for increasing the capital within the maximum capital limitation. 

Extraordinary meetings of stockholders are required to deal with all matters not 

incumbent on ordinary meetings. The directors and syndics have the right and 

duty to attend stockholders´ meetings. (Deloitte & Co., 2005b, 2) In spite of the 

time limit of the annual general meeting the issues are equal to Finnish company 

law.  

 

3.2.3 The board of directors 
 
The board of directors is in charge of the management of the corporation. 

Directors are designated to the board of directors by the shareholders annual 

meeting. They are personally responsible for their actions. The board may have 

one or more directors, but in case of corporations subject to permanent 

government supervision there must be at least three. There are not any nationality 

requirements and it is also not required that directors are shareholders. The only 

requisite is that the absolute majority of directors reside in Argentina. (Agencia de 

desarrollo de inversiones, 2006a, 17) Their terms of office are limited to 3 years, 

but they may be re-elected. The board must meet at least once every three 

months, except for publicly held companies and certain others that must meet 

monthly. A simple majority of the board constitutes a quorum. The president of the 

board of directors normally represents a corporation, but its bylaws may authorize 

the vice-president or one or more directors to represent it as well. (Deloitte & Co., 

2005b, 2)   

 

There are some differences between the Argentine and Finnish regulations for the 

board of directors. One to five primary members must be elected to the Finnish 
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board of directors, if there are not other regulations for the election in bylaws. If 

there are less than three primary members in the board of directors, at least one 

deputy member is required. At least one member of the board of directors must 

reside in the area of EU, if the registration authority does not allow a permission to 

depart from this. In Finland the term of office of the members of privately held 

corporations is deemed to be continued until further notice. In the publicly held 

corporation the term of office of the member ends until the end of the annual 

general meeting of stockholders. It can be directed otherwise of the term of office 

in bylaws. There are not any certain rules as to how often the board of directors 

must meet in Finland. The president of the board of directors is responsible for the 

board of directors holding up meetings as needed. In Finland the board of 

directors represents a corporation. The chief executive officer can represent a 

corporation in the issue, which belongs to his or her work tasks. It can be directed 

by the board of directors in bylaws that who has the right to represent a 

corporation, but in any case the board of the directors can cancel the right for 

representing. (HE 109/2005 vp) 

 

3.2.4 Private supervision  
 

Private supervision is normally vested in one or more statutory auditors appointed 

by the stockholders´ meeting, which must also appoint a similar number of 

alternate syndics. The use of statutory auditors is optional for corporations that are 

not subject to permanent government supervision. The function of a statutory 

auditor may be exercised by an individual holding a degree as a lawyer or public 

accountant. (Deloitte & Co., 2005b, 2) 

 

The law also contemplates the option of another control body, the Surveillance 

Committee. Its purpose is ample and must be defined in the statutes, but the 

Surveillance Committee could in any case elect the directors and substitute the 

statutory auditors in which case they must name auditors. The Surveillance 

Committee could also supervise the directors and request and control all the 

information they consider to be necessary. They may also call for stockholders´ 

meetings when considered necessary and other supervisory and reporting duties. 
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This alternative controlling body is not favoured by investors and has been used 

very few times. (Deloitte & Co., 2005b, 3) 

 

Also in Finland the stockholders´ meeting elects the auditor. The stockholders´ 

meeting can elect one or more deputy auditors. If only one auditor is elected to 

corporation, which is not the auditor company, at least one deputy auditor must be 

elected. (HE 109/2005 vp) 

 

3.3 Limited liability partnership 
 
Limited liability partnerships are similar in all respects to corporations except 

following points. Firstly, a company must add the term “sociedad de 

responsabilidad limitada” or S.R.L. to its name, instead of “sociedad anónima”. 

Secondly, they are always privately held and the number of quota holders may not 

exceed 50, but there must be always at least two quota holders. A corporation can 

not be a quota holder. Any change in quota holders of limited liability partnership 

requires an amendment to the incorporation deed. Also the formation procedures 

of limited liability partnerships are simplified compared to the corporation. (Deloitte 

& Co., 2005b, 3)  

 

To form a limited liability partnership, an investor needs to prepare and execute a 

deed of incorporation. This deed contains the partnership contract among quota 

holders, typically including provisions governing capitalization, exercise of 

management responsibility, changes in membership, in-house audit requirements 

and liquidation procedures. The time needed to constitute the limited liability 

partnership is shorter than in corporation and if the capital is below 2 100 000 

Argentine pesos, which is according to the level-course on 16 March 2006 about 

567 000 Euros, there is much less government supervision and regulation. 

(Agencia de desarrollo de inversiones, 2006a, 17; Kauppalehti, 2006)  
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3.3.1 The capital and partners´ meetings 
 
The capital is divided into quotas and the liability of the partners is limited to the 

payment of the quotas subscribed (Agencia de desarrollo de inversiones, 2006a, 

18). Subscription rules are the same as for corporations. The partnership deed 

may allow the issuance of additional capital quotas, only with the consent of 

partners representing more than a half of the partnership capital, followed by 

publication and registration formalities. Quotas must be of equal value and equal 

voting right, but partners may hold more than one quota. Law does not restrict 

transmission but it may be restricted under the partnership agreement. (Deloitte & 

Co., 2005b, 3)  

 

3.3.2 Management and representation of S.R.L. 
 
Management of the S.R.L. is in charge of one or more managers, acting 

individually or jointly. Managers have the same rights and duties as the directors of 

corporations, but their terms of office are not subject to the 3-year limitation. 

Partners must appoint one or more managers to assume direct responsibility for 

the business operations. (Deloitte & Co., 2005b, 4) As in the case of the directors 

of the corporation, a manager is not subject to any nationality requirement, but the 

absolute majority of all managers appointed must reside in Argentina (Agencia de 

desarrollo de inversiones, 2006a, 18). This company form can not be found in 

Finland. 

 

3.4 General partnership and Limited partnership 
 
The Commercial Code considers those partnerships in which all partners are 

responsible and those partnerships, where only some of the partners are 

responsible. The name of the general partnership must contain the words 

“sociedad colectiva”. Corporations can not be partners to general partnerships. 

(Deloitte & Co., 2005b, 4) 
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A limited partnership is subjected to the Commercial Code and it has two 

categories of partners, silent partners and active partners. The silent partners´ 

responsibility to third parties is limited to the capital subscribed by them but the 

responsibility of active partners is unlimited. (The Federation of International Trade 

Associations, 2006, 1) There are two classes of limited partnerships, “sociedad en 

comandita por acciones” where the capital subscribed by the silent partners is 

divided into nominative shares of equal par value and “sociedad en comandita 

simple” where the capital is proportionately divided, but shares may not be issued. 

The appropriated description must be shortened to S.C.A. and S.C.S. respectively. 

Except where otherwise stated, the requirements established by the Commercial 

Code for corporations are applicable to “sociedades en comandita por acciones” 

and the requirements for private companies are applicable to “sociedades en 

comandita simples”. (Deloitte & Co., 2005b, 4) 

 

The general partnership in Finland is quite equal as in Argentina. In the case of 

limited partnership, there is only one kind of limited partnership in Finland. The 

limitation of liability is the same in both countries. The capital of the silent partners 

is not divided to any shares in Finland. (Koski & Sillanpää, 2002, 4:23) 

   

3.5 Branch of a Foreign Corporation 
 

Every overseas company has to provide evidence of the existence of the parent 

company abroad to be allowed to do business as a branch under the law in 

Argentina. It is also necessary to register the parent company’s articles of 

association or bylaws with the Public Registry of Commerce, appoint 

representatives and register them likewise. (Virta, 2004, 20) A registered branch of 

a foreign corporation may perform all the acts its head office is authorized to 

perform. Therefore, operations are carried out under the responsibility of the head-

office, in the person of its nominated legal representative, who is liable to the 

extent of the corporation’s subscribed capital. (Deloitte & Co., 2005b, 5)   
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If a branch is chosen as the form of settlement in the country, it must have a 

certain amount of capital assigned, although no maximum limitations are set in this 

regard (Agecia de desarrollo de inversiones, 2006a, 19). Branches are subject to 

permanent control by the appropriate governmental regulatory agency of 

corporations, the Companies´ Inspection Board, IGJ. Branches have to also meet 

the same requirements as those in effect for publicly-held corporations subject to 

such control. (Virta, 2004, 20) 

 

A branch of a foreign trader is a part of a foreign organization or foundation that 

carries out a continuous business or trade in Finland from a permanent place of 

business located in this country, in the name and for the benefit of the foreign 

organization or foundation. The foreign trader must submit a basic declaration 

concerning its branch to the Trade Register before the branch commences its 

operations. If the trader opening the branch comes from a country outside the 

European Economic Area, it will also need a permit from the National Board of 

Patents and Registration of Finland for the establishment of the branch. (National 

Board of Patents and Registration of Finland, 2006) 

 

3.6 Books and records 
 
All business enterprises domiciled in Argentina must keep accounting records of 

their transactions. The basic accounting and reporting standards are specifically 

defined and governed by statutory provisions. The mandatory books of account 

are the journal and the inventory and financial statements book, as well as the 

subsidiary books that complement them. Corporations are also required to keep 

books containing the minutes of directors´ and shareholders´ meetings, the record 

of attendance at shareholders´ meetings and the shareholders´ register. These 

books must be bound, foiled and their pages must be numbered and 

authenticated. These books must also be identified by the Public Registry of 

Commerce. (Virta, 2004, 22-23)  

 

Transactions should be recorded in chronological order in the journal book and the 

inventory book should contain precise and detailed annual financial statements 
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(Agencia de desarrollo de inversiones, 2006a, 30). Under the Argentine 

Commercial Code all companies are required to prepare within three months after 

the end of each fiscal year, a balance sheet and income statement, which must be 

transcribed into the inventory and financial statements book. The financial 

statements include balance sheet, income statement, statement of evolution of 

shareholders´ equity, statement of changes in cash-flow, notes, schedules and 

supplementary information. Companies with more than a fifty per cent participation 

in other companies are required to prepare consolidated financial statements, 

which are considered supplementary information. In any case statutory, tax and 

legal decisions are based on the individual statements, not consolidated ones. 

(Deloitte & Co., 2005a, 1). The financial statements of corporations and foreign 

branches must include the report of an independent public auditor. In this report 

the opinion is being expressed by the author that whether the financial statements 

taken as a whole fairly present the financial position and the results of operations 

in accordance with generally accepted accounting principles in Argentina. (Virta, 

2004, 24)  

 

The due dates for filing the annual financial statements and the Directors´ Annual 

Report vary according to the regulatory agency involved. These terms as from the 

fiscal year-end date are as follows: For publicly-held corporations 70 days, 

financial entities 40 days, financial institutions with branches abroad 60 days such 

as for foreign branches. All publicly-held companies must file quarterly financial 

statements and a summary of events by the board of directors, which are 

published in the bulletin of the securities exchange where their stock is traded. 

This information has to be filed within 42 days of the period-end. In addition, their 

subsidiaries and affiliates are to file quarterly financial statements within the same 

42-day term of the period-end. (Virta, 2004, 25-26) 

 

In Finland the financial statements includes balance sheet, income statement, 

financial statement (only in publicly held corporations and large corporations), 

notes and annual report. The financial statements must be prepared within four 

months after the end of the fiscal year. In those companies where the auditing is 

obligatory, for example in all corporations, the auditing and the annual general 
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meeting of stockholders must be convened within six months of the annual 

financial closing date. In Finland corporations and other large companies (defined 

in Finnish Bookkeeping Act) have to also report the financial statements to the 

Public Registry of Commerce.  

 

3.7 Accounting principles and auditing standards in Argentina 
 
Over the last year, accounting principles generally accepted in Argentina 

(Argentine GAAP) have drawn importantly closer to the international accounting 

standards (IAS) as well as to the accounting principles generally accepted in the 

United States (Deloitte & Co., 2005a, 2). Many of the international IAS- or IFRS- 

principles are also accepted in Finnish accounting legislation. From the part of not 

mandatory IAS- or IFRS- principles on the basis of Company Law directives of 

European Communities, IAS- and IFRS- principles are regulated as alternative 

methods. Small companies are using Finnish Accounting Standards (FAS). 

(Leppiniemi, 2005, 9:2)      

 

The purpose of audit is to issue a technical opinion as to whether the statement 

presents fairly the entity´ s financial position and results for the period subject to 

review, according to professional accounting standards so as to increase the 

reliability of accounting information. Professional auditing standards are issued by 

the professional organizations. The auditing standards generally accepted in 

Argentina (Argentine GAAS) are similar to auditing standards generally accepted 

in the United States (U.S. GAAS). (Radebaugh & Gray, 2002, 324) 

 

The Argentine federation of professional councils in economic sciences (FACPCE) 

sets the minimum data that must be included in an audit report. The important 

elements are the name of the reports audited, the related periods, the name of the 

companies, the conduct of the audit in accordance with auditing standards, the 

auditing standards, the opinion as to fairness of statements, statements presented 

in accordance with professional accounting standards and the name of those 

requiring audit or services. (Radebaugh & Gray, 2002, 334) 
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3.8 Summary 
 
The Business Associations Law N° 19550 foresees several types of forms of 

business organizations in Argentina. In Finland the regulations for corporations 

and public companies are in Companies Act. General partnership and limited 

partnership companies have their own law in Finland. Foreign investors choose 

usually either the form of the corporation, the limited liability company or the 

branch to start operations in Argentina. In Finland the most common company 

form is corporation.  

 

In both countries the registration of the company must be made in the Public 

Register of Commerce. There are several different kinds of registration 

requirements and control authorities for company founding processes and also for 

already existing companies in both countries. Because of that it is essential to 

obtain legal accounting advice from professionals, when setting up a business in 

Argentina or in Finland. The professionals know what the regulatory requirements 

and procedures are and how they are implemented. 

 

Corporations are quite similar in Argentina and in Finland, although there are 

some differences in the following points: 

• The issues demanded in corporate registration 

• The concept of corporate existence  

• The minimum corporate capital  

• The increasing and reducing rules of corporate capital 

• The rules for the annual general meeting of stockholders 

• The regulations for the board of directors. 

 

There is a limited liability partnership company form in Argentina, which has lots of 

similarities with corporation, but however it is a separate company form. This 

company form can not be found in Finland. General partnership and limited 

partnership have a lot of the same characters in both countries except that there 

are two kinds of limited partnerships in Argentina and only one form of limited 
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partnership in Finland. There are not significant differences between branches in 

Argentina and in Finland.   

 

In Argentina all business enterprises must keep accounting records of their 

transactions. The basic accounting and reporting standards are defined and 

governed by statutory provisions. Also all Finnish enterprises are under obligation 

to keep accounting records of their transactions. There exist some differences in 

mandatory books and financial statements between Argentina and Finland. For 

example in Argentina the statement of evolution of shareholders´ equity, the 

statement of changes in cash-flow and schedules must be included in financial 

statements, but in Finnish financial statements these are not required. Also the 

time to prepare financial statements varies between Argentina and Finland. In 

Argentina it must be prepared within three months after the end of each fiscal 

year, correspondingly in Finland the time is four months. Regarding international 

accounting standards in Argentina and in Finland, the IAS- principles are accepted 

in both countries.  

 

In the next chapter the research concentrates on the supervising authorities in 

Argentina. It handles especially the Companies´ Inspection Board, which is the 

supervising authority for the different types of business organizations, such as 

privately held corporations. The chapter four is the only chapter in this research, 

which does not have a comparative viewpoint to Finland. 
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4 THE SUPERVISION OF COMPANIES IN ARGENTINA 
 
All corporations are subject to certain supervision and control by government 

entities in Argentina. Publicly held quoted corporations are officially controlled by 

the National Securities Commission, Comisión Nacional de Valores, in the city of 

Buenos Aires. Banks are supervised by the Argentine Central Bank and insurance 

companies by the Superintendence of Insurance. Other types of business 

organizations, such as privately held corporations, are mostly under the 

supervision and control by the Companies´ Inspection Board, which is locally 

called Inspección General de Justicia (IGJ). (Deloitte & Co., 2005b, 1)  

 

4.1 The supervising authority, IGJ – Companies´ Inspection Board 
 
On September 2003 the Companies´ Inspection Board, IGJ, enacted General 

Resolution No. 7/03, which modifies the requirements for the registration of foreign 

companies in Argentina. The resolution has a direct impact on foreign corporate 

vehicles set up for the development of business in Argentina. It considers that 

foreign corporate shareholders of Argentine corporations and branches of foreign 

companies must apply for registration with the IGJ before the development of 

commercial activities in Argentina and the acquisition of shareholdings of 

Argentine companies. (Giglio, 2004b, 1)  

 

Foreign companies which intend to be registered with the IGJ must file the 

following documents and provide the information detailed below: 

1) Information of all its activities or its principal activity or activities 

2) Information about whether any legal prohibitions or restrictions in 

company’s place of origin prevent the company from developing 

3) The company must evidence for the application of registration, that it fulfils 

outside Argentina at least one of the following conditions: 

a) Existence of one or more branch offices or permanent 

representations, evidenced by the filing of a good standing 

certificate or evidenced by issuing the jurisdiction of the place by the 

administrative or juridical authority  
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b) Ownership in other companies which are non-current assets 

c) Ownership of fixed assets in its place of origin. (Giglio, 2004b, 2) 

 

The participation of the foreign company, its net worth and the percentage it 

represents in the participated company, as well as fixed assets must be proved in 

the foreign company’s financial statements. Information mentioned above can also 

be proved by an affidavit signed by an officer of the company at stake, whose 

capacity must also be evidenced. Such financial statements should be taken from 

the accounting records transcribed in the respective corporate books. If the 

legislation applicable to the foreign company does not impose the preparation of 

financial statements, other documents may be filed and the suitability as evidence 

of it shall be judged by the IGJ. If the foreign company does not file the information 

and documents mentioned above, the IGJ will not register it. (Giglio, 2004b, 2) 

 

The resolution basically intends to individualise and identify the scope of the 

performance of business by foreign companies in Argentina. In this sense, the IGJ 

states the need to regulate those companies, which are developing their main 

business in Argentina and whose abroad organized businesses are protected from 

Argentine law by their own more favourable legislation. (Giglio, 2004b, 2)  

 

In February 2005, the IGJ issued the General Resolution No. 2/05 in which it 

introduces additional restrictions from a corporate perspective for foreign entities 

carrying on business in Argentina. There was a concern that many of these 

entities were effectively used as conduits for pursuing, hiding or disguising actions, 

goods or assets so that they could not be attributed to their actual owners, or to 

avoid consequences including those related to taxes. With the new requirements 

and restrictions they are aimed at achieving greater transparency in corporate 

business in light of the significant number of entities incorporated abroad and 

doing business in Argentina. (Solano et al., 2005, 4) 

 

New strict measures imposed by the General Resolution No. 2/05 put special 

emphasis on foreign companies investing in Argentina. The IGJ has decided not to 

allow entities established abroad that lack the capacity and legitimacy to act in 
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their place of incorporation to register as foreign companies, open a branch or act 

as a shareholder of an Argentine entity. If these entities want to be registered in 

Argentina, they must become fully an Argentine company for legal and tax 

purposes. For example they are required to adapt their bylaws and functions to 

conform to Argentine legislation. (Solano et al., 2005, 4) 

 

If no restrictions exist in a company´ s place of incorporation, the IGJ will closely 

evaluate compliance with the requirements in the General Resolution No. 7/03 for 

a company incorporated in a low- or zero- tax jurisdiction or in a jurisdiction 

considered “non-collaborative” in the fight against money laundering or 

international crime. These companies will be required to prove additional elements 

to complete their registration. For example they can prove that they have an actual 

business activity that is economically significant in their place of incorporation. 

(Solano et al, 2005, 4)  

 

Foreign companies which are planning to register in Argentina so that they can 

open a new branch or subsidiary and companies with existing investments in 

Argentina will need to evaluate whether they comply with these requirements. If 

not, they will need to consider amending their shareholding structure or adapting 

their bylaws and functions to comply with Argentine legislation. (Solano et al, 

2005, 4) The IGJ may request the juridical deregistration and the liquidation, if 

foreign branches fail to comply with the above mentioned requirements within the 

term of 180 days or if they fail to file the annual additional information required 

under the General Resolution No.7/03 during two consecutive years (Virta, 2004, 

21). 

 

4.2 National Securities Commission 
 
The National Securities Commission, CNV, is the regulatory agency that 

authorizes and controls corporations that wish to make a public offering of their 

shares or bonds. Control is permanent over publicly-held corporations that have a 

capital exceeding 2 100 000 Argentine Pesos, which is about 567 000 Euros at the 

time of writing this thesis work. Control is also permanent to publicly-held 
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corporations, which engage in managing investments or savings or obtain money 

or securities from the public against promises of future benefit, exploit concessions 

of public utilities, are mixed companies (capital held by the government and private 

shareholders) in which the government is the majority shareholder or are parent 

companies or subsidiaries of another company subject to control by virtue of any 

of the above mentioned points. (Virta, 2004, 24)  

 

4.3 Summary 
 
The Companies´ Inspection Board (IGJ) controls different types of business 

organizations, such as privately held corporations, in Argentina. It has enacted 

General Resolutions No. 7/03, which modifies the requirements for the registration 

of foreign companies in Argentina and General Resolution No. 2/05 in which the 

IGJ introduces additional restrictions from a corporate perspective for foreign 

entities carrying on business in Argentina. Before any commercial activities in 

Argentina foreign corporate shareholders of Argentine corporations and branches 

of foreign companies must apply for registration with the IGJ. Foreign companies 

which intend to be registered with the IGJ must file the certain documents defined 

by the IGJ. If the foreign company does not file the certain documents, the IGJ will 

not register it. Regarding the National Securities Commission, it is the regulatory 

agency that authorizes and controls corporations that wish to make public offering 

of their shares or bonds in Argentina. 

 

In chapter five the research handles the corporate taxation in Argentina and it 

focuses on the income tax, the value added tax and the turnover tax. There is a 

brief comparative viewpoint in chapter five between Argentine and Finnish 

corporate taxation.  
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5 CORPORATE TAXATION IN ARGENTINA 
 
Under Argentina´ s political organizations, there are federal, provincial and 

municipal taxes. In the federal sphere, the Argentine Tax Bureau (DGI) reports to 

the Federal Public Revenue Agency (AIFP) which is a self-governing entity 

reporting to the Ministry of Economy and Public Works and Utilities. The DGI is in 

charge of the enforcements, collection and auditing of taxes. The main federal 

taxes are income tax, value added tax, tax on minimum presumed income, tax on 

interest payment, tax on bank transactions, excise taxes, real property transfer tax 

and tax on personal assets. (Virta, 2004, 43) 

 

Provincial taxes are managed by the Revenues Office of each Province. These 

entities, in turn, are subordinated to the respective Provincial Ministries of 

Economy. The main provincial taxes are turnover tax, stamp tax and real state tax. 

Under municipal taxes it is necessary to segregate the city of Buenos Aires from 

the other municipalities in view of its importance, as it is been recognized as an 

autonomous city with its own government and institutions. In the city of Buenos 

Aires the main tax levied on business is turnover tax. Incomes from the other 

municipalities derive from rates and assessments collected. (Virta, 2004, 44) Next 

I will concentrate on the main taxes concerning the companies in Argentina, which 

I compare briefly to Finnish ones. Because of the complex Finnish taxation system 

and many exceptions including to it, I will handle only the main points of the 

income tax and the value added tax from the viewpoint of Finland.  

 

5.1 Income tax 
 

Corporations, limited liability companies and branches of foreign enterprises 

established in Argentina are treated as independent taxable persons for income 

tax purposes. There is no tax consolidation concept. (Virta, 2004, 45, 50)  

According to the Argentine income tax, residents are subject to income tax for their 

worldwide income, but non-resident taxpayers will solely pay tax on their Argentine 

sourced income (Haapajoki, 2006b, 3). Goods located, placed or used for an 



 30

economic purpose in Argentina, performance of any activity capable of producing 

an income in Argentina and events occurring within Argentine territory are 

considered to be Argentine-source income (Virta, 2004, 45). The starting point for 

assessing taxable income is the profit or loss shown in the financial statements, 

which is then adjusted by adding up non-deductible expenses and deducting non-

taxable or exempt income and allowable deductions not accounted for in the 

accounting records. (Deloitte, 2004, 1)  

 

The corporate income tax rate is 35% in Argentina. This rate applies to both 

resident companies and branches and subsidiaries of non-resident companies. 

(Deloitte, 2004, 1) Any profits, including capital gains, are taxable (Virta, 2005a, 2). 

Limited partnerships with share capital are taxed in the same way as corporations, 

but only on that share of their profits attributable to their equity represented by 

shares. The income of limited partnerships is subject to taxation on the entity´ s 

hands. Profits of all the other partnerships are subject to taxation on the hands of 

the individual partners or members. (Deloitte, 2004, 1) Also companies resident in 

Finland are taxed on their worldwide income and non-resident companies are 

taxed only on their Finnish-sourced income and property. The rate of corporate 

income tax is 26% in Finland. (Virta, 2005b, 2) 

 

A non-resident company without a branch or other permanent establishment in 

Argentina is liable for Argentine income tax levied only upon the Argentine-

sourced income. Argentine-sourced income paid by non-residents, whether 

companies or individuals is subject to a final withholding tax of 35%, calculated on 

presumed revenues that vary depending on the type of payment. Argentine-

sourced dividends and the gains on the sale of shares, negotiable bonds and 

government bonds however are not subject to tax. (Deloitte, 2004, 5) Unlike in 

Argentina, the withholding tax for dividends of non-residents is 28% in Finland, but 

despite of a couple of exceptions, no withholding tax is imposed on dividends paid 

to a parent company resident in another European Union country (Virta, 2005b, 2). 
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5.1.1 Capital gains and dividend income 
 
Capital gains are included in the taxable income of a corporation and taxed at the 

regular corporate rate. Capital gains on shares held by a non-Argentine company 

are generally exempt from tax. In any case they may be subject to tax if the 

principal activity of the non-Argentine company is to make investments outside the 

jurisdiction of the country where it was formed or if the legal regime or bylaws 

governing its activities expressly prohibits carrying out certain transactions or 

investments in such jurisdiction. (Virta, 2005a, 2) 

 

If the capital gains on the shares of a non-Argentine company are taxable, the 

gains are subjected to a withholding tax equal to either 17.5% of the gross 

proceeds from the sale or 35% of the net gain from the sale. The taxpayer elects 

the type of taxation. (Virta, 2005a, 2) 

 

Dividends received by one resident company from another resident company are 

non-taxable in respect of income tax because they are excluded from the taxable 

base. The same income tax treatment is applicable to proceeds received from 

other types of business associations. (Deloitte & Co., 2004, 3) However, if the 

amount of a dividend distribution or a profit remittance exceeds the after-tax 

accumulated taxable income of the payer, a final withholding tax of 35% may be 

imposed on the excess (Virta, 2005a, 3). 

 

5.1.2 Corporate income tax liability and defaults of duty 
 
The fiscal year is the year ending on 31 December. Nevertheless, companies may 

choose the closing date of their financial year and assess the corporate income 

tax liability concerning such fiscal year. A resident company, including the 

Argentine branch of a non-resident company, must file an annual corporate 

income tax return, together with its financial statements, within the five months 

following the end of the company’s financial year. As a rule, the company 

assesses its own corporate income tax on this annual return.  It should be borne in 

mind, that the Argentine Tax Agency has authority to decide on the validity of the 
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income tax reported in the relevant tax returns and to require the filing of an 

amended tax return, but the Tax Agency can only impose fines given special 

circumstances. For example when a company has failed to file the required tax 

return or when it has neglected to deposit with the Argentine Tax Agency either 

part or the full amount of the tax liability due. (Deloitte, 2004, 6)   

 

When infringements of formal obligations relate to general systems of reporting on 

the taxable activities of third parties, the fines increase. Fines from 50% to 1000% 

on the amount of the tax omitted may be imposed on a taxpayer, withholding 

agent, or third party who is considered guilty of any act, statement, omission, 

falsehood, concealment or stratagem tending to evade taxation. Fraud or 

persistent non-compliance may be punishable with imprisonment from one month 

to two years. The penalty established for imprisonment may also be imposed on 

any withholding agent who fails to deposit taxes withheld in compliance with the 

Federal Administration of Public Revenue’s demand for payment. (Haapajoki, 

2006b, 27) 

 

5.1.3 Income tax prepayments 
 
Companies must make estimated advance payments, “prepayments”, during each 

financial year on account of the corporate income tax which will ultimately be due 

based on the earned income in such year. These prepayments are based on the 

corporate income tax liability that has been assessed for the previous year and 

less withholding tax is sustained by the company for that year. The final balance of 

the corporate income tax payable on each year’s taxable income, after deducting 

the pre-payments made and withholding taxes sustained, is due on the date when 

the tax return for that year is filed with the Tax Agency. (Deloitte, 2004, 6) 

 

5.1.4 Deductions for income tax expenses and other expenses 
 

The income tax law allows deductions for those expenses necessarily incurred for 

the purpose of obtaining income or ensuring its permanence. In addition, the tax 
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law contains comprehensive rules for the treatment of particular expenses and 

specifically allows the deduction of certain items. Expenses incurred abroad are 

presumed to relate to foreign income and are not deductible unless the contrary 

can be proved. The expenses related to business income that is partially derived 

from a foreign source or is otherwise tax exempted, must be allocated between 

taxable and non-taxable. Expenses are deductible only if they are properly 

supported by vouchers. (Haapajoki, 2006b, 3-4) 

 

The deductions for corporations and other business entities are the following. 

Some accrued expenses are deductible for income tax. To qualify for deduction, 

the liability must be identifiable as a specific amount owed to a specific creditor. 

General reserves are not deductible except for the tax reserve for bad debts. No 

other reserves may be conducted. All taxes are deductible for income tax with the 

exception of income tax. Organization expenses involved in setting up a business 

may be deducted in the year in which they were incurred or amortized over a 

period not exceeding five years. Gifts are deductible when made directly to the 

government (federal, provincial or municipal) or its agencies, religious and 

charitable institutions and exempt special purpose private entities. The deductible 

amount of gifts is limited to 5% of the donor’s income tax liability for the fiscal year. 

Exchange gains or losses are included in the taxable income on an accrual basis, 

even if they arose on capital transactions. Casualty losses are deductible to the 

extent they are not compensated by insurance. Interest expenses and other 

financial expenses are deductible with the limitations explained in thin 

capitalization rules. (Virta, 2004, 46-47)  

 

Thin capitalization rules restrict the deductibility of interest paid on loans. Except in 

the case of banks and financial institutions, all other entities are subject to thin 

capitalization rules. When loans have been furnished by controlling entities or 

individuals located overseas, 100% of interest is non-deductible. In any case the 

rule shall not be enforceable when income tax would have to be withheld in 

respect of presupposed Argentine-sourced income that was 100% of such nature. 

(Deloitte, 2004, 4) 
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In addition to the specific items mentioned above, deductions are allowed for other 

expenses incurred in producing taxable income. For example salaries, wages, 

commissions, director’s fees, technical service fees, contributions to pension funds 

and travelling expenses are deductible although limitations apply for certain 

concepts. (Virta, 2004, 47) 

5.2 Value added tax, VAT 
 
Value added tax is levied on all sales of goods or performances of services made 

within the territory of Argentina in the course of a business, unless they are 

specifically VAT-exempt. VAT is also levied on all imports of goods and services 

into Argentina. (Deloitte, 2004, 14) 

 

The general rate for VAT is 21%, but a differential rate of 27% is applied to a few 

services such as the supply of certain communications services, power, natural 

gas and water. There is also a reduced rate of 10.5% applied on certain other 

items, including among many other goods characterized as property, plant and 

equipment such as industrial equipment, computers etc. Reduced rate of VAT 

10.5% is also aimed at the interest on loans from abroad given by financial entities 

that meet certain requirements and on loans given by domestic banks. (Deloitte, 

2004, 14)  

 

Business entities must issue invoices, cash sales slips, receipts etcetera. Those 

must show the date, address for tax purposes, the unified tax registration number 

and an indication of whether or not the issuer is a VAT-liable taxpayer. A similar 

description should be made with respect to the recipient of the invoice, as well as 

a description of the sale or service provided. Penalties for non-compliance with the 

above requirements include the temporary closing of the business. (Deloitte, 2004, 

15) 

 

In Finland, four rates of VAT currently apply, which are the standard rate at 22%, 

the reduced rates at 8% and 17% and the zero rate. The standard rate of VAT 

applies to all supplies of goods or services, unless a specific provision allows a 

reduced rate or exemption. (Virta, 2005c, 4) 
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5.3 Turnover tax 
 
Turnover tax is a provincial tax charged by the tax authorities of each province and 

of the city of Buenos Aires (Virta, 2004, 56). Turnover tax is levied on the gross 

revenue of any enterprise that carries out commercial, industrial, agricultural, 

financial or professional activities (Deloitte, 2004, 15). Turnover tax rates vary 

according to the jurisdiction and the related activity. The general rate, which is 

applicable to commerce and services, varies from 2.5% to 3.5%. The rate on 

production is usually 1.5%. There are increased differential rates for other 

activities, such as loans and commissions. In general turnover tax is calculated 

and paid off monthly and taxpayers must file an annual turnover tax return. (Virta, 

2004, 57) In Finland the value added tax substituted the turnover tax in 1994 

(Alhola et al., 2001, 444). 

 

5.4 Summary 
 
Business entities are treated as independent taxable persons for income tax 

purposes in Argentina. The residents in Argentina are subject to income tax for 

their worldwide income, but non-resident taxpayers will solely pay tax on their 

Argentine source income. The corporate income tax rate is 35% in Argentina. 

Argentine-sourced income is subject to a final withholding tax of 35%, calculated 

on presumed revenues that vary depending on the type of payment. Also 

companies resident in Finland are taxed on their worldwide income and non-

resident companies are taxed only on their Finnish-sourced income and property. 

The corporate income tax rate is 26% in Finland and the withholding tax for 

dividends of non-residents is 28% in Finland. 

 
The general rate for VAT is 21% in Argentina and it is levied on all sales of goods 

or services made in Argentina, unless they are specifically VAT-exempt. There are 

also variable rates of VAT for certain services and items in Argentina. In Finland 

there are four rates of VAT, including the standard rate at 22%. There is also a 

general turnover tax rate, 2.5 - 3.5% in Argentina, which does not exist in Finland. 
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6 CONCLUSIONS 
 
On the basis of this research can be stated that there are not remarkable 

differences between Argentine and Finnish company founding processes, 

although these are not totally similar. Most differences exist in regulation 

authorities and issues, which must be registered in the case of companies´ 

incorporation and accounting records. The corporations, to which the research 

concentrates on the most, are quite similar in Argentina and in Finland. However 

there are some differences in the following points between Argentine and Finnish 

corporations: the issues demanded in corporate registration, the concept of 

corporate existence, the minimum corporate capital, the increasing and reducing 

rules of corporate capital, the rules for the annual general meeting of stockholders 

and the regulations for the board of directors. There are also some company forms 

in Argentina that do not exist in Finland. According to the research, even though it 

handles the company founding processes in Argentina from the viewpoint of 

foreign investors, the same regulations concern both, foreign and domestic ones.  

 

Regarding the company taxation it is quite surprising, that the corporate income 

tax rate is higher in Argentina than in Finland, especially when considering that 

Argentina tries to encourage and attract new foreign companies to invest in 

Argentina and thereby to develop its economy. On the other hand the investor 

needs less initial capital to start a business in Argentina than in Finland and 

undoubtedly the company taxation must be higher in Argentina than in many 

developed countries as long as Argentina gets its economy to the stable level. 

 

From the perspective of follow-up research it would be interesting to extend a 

study for example to Asia. In this way it could be possible to research what kinds 

of differences and on the other hand similarities there exist for example between 

Argentine, Finnish and Chinese company founding processes, company forms and 

company taxation from the viewpoint of a foreign investor or a foreign 

entrepreneur.  
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