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Less inequality is necessary
for sustainable development
and stable democracies.
States play an important

role in reducing inequality.
They do so through pro-poor
spending and regulation,

but also through taxes.

%

But some taxes and even
entire tax regimes do not
actually reduce inequality.

Tax privileges for the super-

rich make many tax regimes
less progressive then they
could and should be, but

are often overlooked.

An advocacy tool against tax

privileges for the super-rich \ >
Using the example of typical
super-rich individuals and
billionaires helps to make the
tax privileges visible. Three
country examples show how
this can be the basis for an
easy-to-do and easy-to-com-
municate advocacy tool to
address tax privileges as a
source of inequality.
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WHY WE NEED A NEW
ADVOCACY TOOL TO REDUCE
TAX PRIVILEGES FOR
THE SUPER-RICH

For a long time, it was difficult to estimate the effective tax rates of very
wealthy individuals because public statistics on this issue are lacking.
Statistical authorities around the world rarely publish data on wealth that
adequately cover the top of the distribution, as it is difficult to capture
ll very high net-worth individuals in household surveys [...] In recent years ”
some studies have started to address this gap [...] That said, we stress
that the evidence on billionaire taxes remains at this stage very limited
globally. There is no study to date on the effective tax rates of billionaires

in developing countries, for example. More studies are necessary.

Global Tax Evasion Report 2024
(EU Tax Observatory, 2023)

IN SHORT

Less inequality is necessary for sustainable development and stable democracies. States play an important role in reducing
inequality. They do so through pro-poor expenditure and regulation, but also through taxes. But some taxes and even en-
tire tax regimes do not actually reduce inequality. Oxfam and the Commitment to Equity Institute have developed a power-
ful tool to analyse fiscal policy including tax regimes (Oxfam, 2022). However additional research is necessary to adequate-
ly address taxation of the super-rich. We propose an additional advocacy tool to fill this gap for three reasons:

1. Measuring the distributional effects of the overall sys- 3. There is very little doubt that higher taxes on the very

tem of taxes, transfers (and regulation) is overly com- rich would reduce inequality without any negative ef-
plex and data is particularly scarce at the top end, which fects on poverty. Concentration of markets and market
usually results in a blind spot when it comes to effects power of big corporations, automatisation and “finan-
on the very rich. cialisation” as well as aging populations are increasing
the concentration of capital ownership as well as the

2. Politicians are usually motivated to enter politics to dis- share of capital income in many countries. Demands to
cuss spending policies. The democratic debate focuses boost taxes on wealth, inheritance and capital income
on government spending and transfers, and to a lesser as opposed to taxes on workers have in the meantime
degree on income and consumption taxes — a debate even become an issue addressed in the works of more
that most people can relate to. Tax privileges for the conservative and liberal economists and international
rich usually remain out of view. institutions. But in most countries reforms have been

going in the other direction.

For these reasons we need a sufficiently easy-to-do and easy-to-communicate tool that exposes those tax privileges for the
super-rich that make tax systems less progressive than they could be and would appear to be at first sight.

3
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THE GOAL: REDUCING INEQUALITY
AND INCREASING TAXABLE INCOME
BY MAKING IT TANGIBLE

Many countries in the Global South fail to commit enough
resources to financing basic societal tasks. Because public
budgets and taxes are essential to promoting public goods
and sustainable development, goal 17 of the sustainable
development goals (SDGs) calls for increased taxable in-
come in countries, especially in the Global South. SDG 10
furthermore calls for reduced inequality. The underlying
indicator 2 for target 4 measures the contribution of tax
regimes and public spending to reducing inequality. Ox-
fam and the Commitment to Equity Institute (CEQ, 2018)
have developed a powerful method that translates tax and
spending policies into a single metric: the overall contribu-
tion to reducing inequality, as measured by the GINI index.
This method employs extensive individual-level data,
mainly from household surveys. However, it has one major
flaw: it does not cover the rich, because they do not par-
ticipate in the surveys, nor does it address taxes on the rich
(i.e. on wealth, inheritance or income from wealth) be-
cause data is scarce and tax exemptions are often very
case- and country-specific.

WHAT WE FAIL TO MEASURE:
THE EXAMPLE OF ROMANIA

Based on the Romanian Household Budget Survey of
2016, the World Bank has built a simulation tool that cal-
culates the impact on inequality of a whole set of reform
options ranging from personal income tax and value-add-
ed tax to social security and health contributions. But it
does not allow higher taxation of the super-rich to be
modelled.

Doubling the personal income tax rate affects the richest
most, but apart from the poorest decile everyone else also
would pay more because Romania has a flat-rate tax re-
gime. In contrast, doubling the state allowance for chil-
dren benefits the poorest most of all, but everyone else al-
so benefits because the allowance is not based on income
(see Figure 1-4).

As a result, the GINI index of income inequality only falls
slightly from 0.32 to 0.302. What the simulator does not
show is that under the simulated scenario, additional reduc-
tions of inequality could be financed from the fiscal space of
more than 25 billion Lei made available by the simulated re-
form. What the simulator does not show, either, is how the
effects are distributed within the deciles, i.e. that people
without children would lose from such a reform.

Figure 1
The effects of doubling state allowance for children
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Figure 2
The effects of doubling personal income tax
A 25

wv

c

.2

w

c

[

o

+ 20

)

£

o

v

£

]

X 15

©

=

Y=

o

e

©

S 10

X

. e i ll I
I
0 1 2 3 4 5 6 7 8 9 10

. . . Deciles of Market Income + Pensions »
B Baseline B simulation

Source: Own example based on World Bank simulator available at: https:/datanalytics.worldbank.org/romania-sim-tool/

Figure 3
The impact of higher income tax and higher child allowance on the government balance
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Figure 4
The impact of higher income tax and higher child allowance on poverty and inequality
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WHY REDUCING INEQUALITY AND
TAXING THE RICH MATTERS

Inequality between and within countries is cause and result
of very unequal power structures, sowing the seeds of mul-
tiple crises (UNRISD, 2022). Very few rich people possess
most of global wealth, while half of the global population
has hardly any share at all. Increasing corporate power, au-
tomatisation and financialisation combined with weakened
labour unions increases the share of national income going
to those who possess capital. And the rich convert their
wealth into economic and political power. Furthermore, CO,
emissions by the rich are fuelling disasters all over the world,
but while their wealth makes it easier for them to adapt,
poor people have to suffer the consequences with far fewer
options to protect themselves.

Taxes are one of the key democratic mechanisms to correct
excessive inequality and guide societal transformation. But
many country examples show that tax reforms of the past
pointed in the other direction. Taxes on wealth, inheritance,
corporate profits and high incomes are under attack in
many democratic countries and well-financed lobbying ef-
forts fund hidden tax privileges for the few rich at the cost
of the many without such a well-organised lobby. Taxing the

rich has proven very difficult even in developed democracies
despite the rich being a small minority (see for example Zuc-
man, 2020 for the US, or Fastenrath et al, 2022 for Germa-
ny). This is why even fiscal policies and tax regimes that are
progressive overall and contribute to reducing inequality of-
ten become regressive at the very top.

THE EXAMPLES OF THE US, FRANCE

AND THE NETHERLANDS:

WHAT HOUSEHOLD SURVEYS AND
NORMAL TAX DATA USUALLY FAIL TO SHOW

Researchers have analysed the progressivity of tax regimes
in the US, France and the Netherlands based on comprehen-
sive tax data and different estimation methods to fill the gap
that household surveys ignore at the top end. Their analyses
show that the super-rich pay less tax than the rest of the
population, mainly because their income from corporate
profits is only taxed at the level of the company, at the rate
applicable to corporate profits, while distribution of these
profits is not taxed, or they are able to avoid applicable tax-
es on distribution. While in the Netherlands this regressive
effect starts very low, in France and the US it appears to
mainly benefit billionaires (see Figure 5).

Figure 5
Average tax rates by income group.
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WHY WE SHOULD NOT BE AFRAID OF
TAXING THE SUPER-RICH

To convince democratic societies to support tax privileges
for a few super-rich, lobbyists build on knowledge gaps and
successfully spread myths about taxation of the super-rich.

® Trickle-down economics and investments: One
central argument against taxing the rich is that they in-
vest their profits in their businesses, generating growth
and jobs that ultimately benefit everyone. Taxing their
profits might therefore make the cake smaller and re-
duce everyone's share in it. At first examination this
seems plausible, but it ignores two central counter-bal-
ancing factors: First, tax revenue does not simply disap-
pear. Instead, it is itself invested in infrastructure, edu-
cation and social security, all of which are vital to
growth. Secondly, there is no guarantee that the su-
per-rich actually will invest wisely or invest at all. In-
stead, they might — and actually do — use their profits
for environmentally harmful luxury consumption, social-
ly useless purchases of existing rental houses and simi-
lar ways of wealth accumulation and economically inef-
ficient investments that sustain the status quo rather
than fostering innovation.

In fact, evidence for a connection between lower taxes
and higher growth is shaky at best (see for example
Gechert & Heimberger, 2021). And several studies actu-
ally show that tax-free inheritance of wealth and busi-
ness assets actually hamper economic growth and inno-
vation (see for example OECD, 2021).

Capital flight and tax evasion: Another central argu-
ment against taxing the rich is that the rich can simply re-
locate or evade higher taxes.

In fact, several studies show that tax evasion is more prev-
alent among rich people (compare for example Zucman
et al, 2021; Alstadsaeter et al, 2019) in low-tax countries
and countries with special tax regimes for the super-rich,
such as Switzerland, Monaco or Puerto Rico, which man-
age to attract super-rich from other countries. But evi-
dence for a connection between higher taxes on the one
hand and capital flight and tax evasion on the other hand
is largely anecdotal. Moreover, several countries have es-
tablished effective defence mechanisms against capital
flight, such as the German exit tax, and offshore tax eva-
sion has become much more difficult through the auto-
matic exchange of information on financial accounts im-
plemented in more than hundred countries since 2017.
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WHAT DRIVES A SUCCESSFUL CAMPAIGN
FOR TAX REFORM TARGETING THE SUPER-
RICH: THE EXAMPLE OF COLOMBIA

Against the background of a regressive tax reform passed
by the president Ivan Duque, elected in 2018, the Red de
Trabajo Fiscal (RTF)' was born. It is composed of civil socie-
ty organisations and thinktanks from the country's most re-
nowned universities. Combining their strengths and experi-
ence, the RTF managed to form a powerful coalition that
succeeded in creating a new political force in Colombia
with the aim of achieving progressive tax reform. In 2019,
the RTF in collaboration with allies in Congress succeeded
in adopting an article within the context of tax reform ef-
forts mandating the establishment of an expert commission
to assess the relevance, reasonableness, and legality of tax
incentives in the country. This commission and the discus-
sions generated by its report (Comision de Expertos en Be-
neficios Tributarios, 2021) were instrumental in the propos-
al included in the 2022 tax reform to eliminate a significant
number of unfair and regressive tax incentives.

Furthermore, this most recent bill, passed in 2022, has incor-
porated many of the proposals and recommendations made
by the RTF. These include inter alia measures to combat tax
evasion and avoidance, greater tax transparency through
the publication of anonymised data on income tax returns,
a revamped wealth tax with higher and more progressive
tax rates, higher taxes on capital gains and income from div-
idends, the elimination of tax incentives, as well as a tax on
sugar-sweetened drinks and ultra-processed products.

The success of the campaign was mainly driven by:

1. A flexible structure and governance system that
allowed the network to remain agile in a rapidly chang-
ing environment and allowed individual members to
participate in actions that resonate with their individu-
al priorities and expertise.

2. The presentation of concrete alternative tax re-
forms proposals, with high-level technical content
that highlighted the presence of viable alternatives and
underscored the Network's technical capacity and com-
mitment in proposing solutions aligned with progressive
taxation principles.

1 Member organisations include: Friedrich Ebert-Stiftung (FES) Colombia,
Centro de Estudios en Derechos Justicia y Sociedad — Dejusticia, Cede-
trabajo, Conexién Andlisi, Observatorio Fiscal de la Pontificia Universi-
dad Javeriana, Centro Externadista de Estudios Fiscales, Centro de Pen-
samiento de Politica Fiscal de la Universidad Javeriana, programa de
Maestria en Tributacién de la Universidad de los Andes, Observatorio
de Derecho Tributario y Hacienda Publica de la Universidad del Rosario.

3. The diversity of capabilities, expertise, profiles,
and connections among RTF members that proved
to be a catalyst for building political momentum and
reaching a wide range of actors across various sectors.

The campaign was was built on three main pillars:

1. Communication: Simplifying the central concepts and
principles underlying taxation, disseminating the key
features of the Colombian tax regime (Observatorio
Fiscal de la Universidad Javeriana, 2018), and imple-
menting campaigns targeting a non-specialised audi-
ence provided fertile ground for citizens’ debates about
taxes. Videos on social media addressing various tax-re-
lated topics and current events, especially on platforms
reaching specific population segments, such as TikTok,
allowed the RTF to reach new audiences, including a
younger population that rarely engaged in such discus-
sions. These actions, combined with more traditional
communication efforts such as Op-Eds and press arti-
cles, facilitated democratisation of the debate and in-
fluenced the public discourse on taxation.

2. Advocacy: Targeting decision-makers and policymak-
ers through meetings and events organised by the RTF
ensured that they would listen to the network’s various
viewpoints and proposals, and provide feedback and
reactions. This not only strengthened the network’s
positions and proposals in terms of political feasibility,
but also built trust-based advisory relationships with
these actors. Simultaneously, an advisory relationship
was established with the Legislative Working Units? of
Congress, capitalising on the technical expertise of var-
ious organisations within the network. This relationship
provided access to significant spheres of influence,
making possible the interventions that took place dur-
ing the Congressional hearings surrounding the 2019
tax reform.

3. Campaigns: Some members of the RTF filed a consti-
tutional lawsuit against the tax system for failing to
comply with constitutional principles of progressivity,
equity, and efficiency, sparking in-depth discussions
about the progressivity of the tax system in various
spaces (print-media and TV debates) that effectively in-
fluenced the public discourse. The Network also pre-
sented concrete alternative tax reform proposals that
were more progressive and generated greater revenue
than those proposed by the government.

2 The Legislative Working Units (Unidades de Trabajo Legislativo) are
teams assigned to all members of Congress to advise, research, in-
form and instruct delegates on various topics related to the bills that
are presented in Congress.
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INDICATORS AND SOURCES
FOR EXPLORING
TAX PRIVILEGES
OF THE SUPER-RICH

The remainder of the publication looks at potential sourc-
es to measure inequality and inequality effects of tax sys-
tems as well as to identify tax privileges for the super-rich.
At the end it contains a few first-country examples looking
at how tax analysis has contributed to identifying concrete
reform proposals to tax the rich. The annex contains an
overview table with different measures of inequality and
availability of data described with the goal of identifying
those countries that have a high degree of inequality and/
or highly unfair tax systems combined with good data
availability that could help to address this issue.

WHAT WE WANT (TO MEASURE)

Moderate wealth — ownership of a piece of land, a house,
and some savings — provides security. Extensive wealth
comes with power over the people that work on the land,
that live in rented-out apartments and over the employees
working for the company invested in. It can also mediate
and buy political influence. It can be passed from genera-
tion to generation. And, arguably most importantly, over
the last few decades owners of capital have increased their
share in national income in most countries around the
world (see for example Bergholt et al, 2022; Mertens,
2022). The emergence of artificial intelligence will most
likely exacerbate this trend, further increasing the concen-
tration of wealth.

That is why distribution of wealth matters. As a result of
colonialisation and accumulation, wealth distribution is ex-
tremely unequal at a global scale and in most national con-
texts. When asked, most people are not aware of the de-
gree of inequality and desire a much more equal distribu-
tion. In the absence of comprehensive wealth taxes, the
distribution of wealth is usually measured by survey data
and the use of “rich-lists” as well as estimates of wealth
managers that track the wealth of the very rich. The result-
ing estimates are usually quite unreliable. About 5 to 10 per
cent of global wealth is hidden in secrecy jurisdictions,
which means it is not correctly allocated to the source
country and owners in official statistics.

N

Living a decent life requires income to pay for food and
shelter, health and education as well as many other person-
al needs and public services. For most households, income
means the salary from the employer or the products and in-
come from subsistence farming or personal business activi-
ties. Only a small share of the global population lives from
capital income produced by their wealth, mostly in the
form of rent and interest payments, dividends and capital
gains. Strong labour unions fighting for fair salaries as well
as properly functioning regulation of financial markets,
housing prices or competition can increase the share of in-
come accruing to those that work for it. Data on the so-
called labour share, i.e. the share of GDP that accrues to
employees as opposed to the owners of capital, is available
for nearly every country of the world. But this data faces var-
ious statistical challenges, ranging from the uncaptured
“shadow economy” through undeclared capital income
from anonymous wealth to capital gains that are not mea-
sured at all, but provide around 50 per cent of capital in-
come. Because income from formal employment is taxed in
nearly all countries, official statistics usually capture the dis-
tribution of that income somewhat reliably. But gaps in the
taxation of capital income often make the measurement of
overall income distribution difficult and, once again, sur-
veys usually do not fully capture income at the top end.

Measuring the distribution of after-tax income and per-
sonal welfare is even more difficult because it requires
counting and allocating the effects of taxation and social pol-
icies to individual households or income groups. This is usual-
ly done using household surveys. Figure 6 shows the results
of such an analysis for Germany (a picture including transfers
is available in the source). Figure 7 shows the redistributive ef-
fects of the tax regime in the US. Both the analysis for Ger-
many and the US draw on solid official statistics, but require
extensive data interpretation while relying on wide-ranging
assumptions. This especially goes for income at the very top
and the taxation of capital income. Based on better data and
more extensive analysis of the very rich, the US example most
likely comes closer to reality for the US, but also for the top
end in Germany and most other countries of the world. This
is why the comparison between Germany and the US reveals
that a normal analysis of the distributive effects of tax sys-
tems usually misses an essential part of the story.
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Figure 6
Tax contributions by income, Germany
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Figure 7
Tax contributions in the US (average tax rates by income group in 2018)
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SDG indicator 10.4.2 also measures the distributional ef-
fects of taxes and transfers with respect to the changing
GINI index on income inequality. That is a great idea and at
least theoretically gets closest to what we want to measure,
but it has two major pitfalls: First, it is so far only available
for 52 countries. But, more importantly, it usually does not
make any correction for high income, excludes tax on capi-
tal income and only looks at direct transfers as well as
spending on health and education.

SOURCE 1:
GLOBAL COMPARATIVE STATISTICS

Several international organisations as well as academics and
NGOs seek to compare the distribution of wealth and in-
come as well as the effects of taxation and social policy on
the distribution of after-tax income and personal welfare.
For example, official statistics compare labour share, income
distribution and the structure of tax revenue at a global lev-
el. In addition, the World Inequality Lab as well as wealth
managers such as Credit Suisse collect data on the distribu-
tion of wealth and income. Official and academic statistics
provide an overview of the sources of state revenue across
most countries. In addition, various attempts such as the
Commitment to Reducing Inequality Index of Oxfam try to
measure the effects of taxation on inequality. But because
data on the distribution of wealth and capital income are
very unreliable and the taxation of capital and capital in-
come is very country-specific, these global analyses can on-
ly serve as a rough starting point in identifying excessive tax
privileges for the rich.

DISTRIBUTION OF WEALTH

Because only very few countries have comprehensive wealth
taxes and the super-rich are usually not sufficiently covered
by surveys, reliable data on the distribution of wealth is very
hard to come by. Many estimates rely on extrapolations us-
ing the distribution of income or rich-lists produced by jour-
nalists. For others, the point of departure is macroeconomic
data on wealth and how it is then distributed through the
population based on existing data and assumptions regard-
ing distribution of the share that remains unallocated.

The World Inequality Database (WID) contains estimates on
wealth distribution in 179 countries and also assesses the
quality of these estimates.

At nearly 55 per cent, the richest one per cent in South Afri-
ca has the biggest share of wealth, followed by Swaziland.
At 49 per cent, Chile and Brazil come next. In the most
equal (European) countries, this share falls below 20 per
cent. The share of the bottom 50 per cent is largely a mirror
of the top end. At —2 per cent, South Africa comes close to
the bottom, exceeded only by Ireland with —3 per cent.
Again, the Netherlands and Belgium can be found close to
the top, at around 8 per cent, but at 6 per cent China also
comes close.

13

LABOUR SHARE AND THE DISTRIBUTION
OF INCOME

The most direct way to achieve more equality within coun-
tries is often through jobs and better salaries for people
who can or do work, but still belong to the poorer strata of
society, combined with lower rents and profits for those
who own rental housing and companies and nearly exclu-
sively belong to the richest part of society. That is why SDG
10.4.1 measures the share of domestic product that com-
pensates work rather than capital. Based on the standard-
ised system of national accounts that are available for most
countries worldwide and survey data that are available in
standardised format for 95 countries, the International La-
bour Organisation (ILO) produced a baseline study in 2019
(ILO, 2019) and now provides regular worldwide data® on
the share of labour income as well as the distribution of la-
bour income.

Apart from the usual problems involved in measuring eco-
nomic output in national accounts (i.e. accounting for the in-
formal economy and non-monetarised values like the envi-
ronment or unpaid care work), this data faces one main chal-
lenge: about 50 per cent of the global workforce is self-
employed. And while the share of employed workers comes
close to 90 per cent in high-income countries, it can be less
than one-fifth of the workforce in low-income countries. The
ILO data bridges this gap and even produces statistics on the
distribution of labour income using survey data that at least in
Belgium offered results largely comparable with official statis-
tics. Measuring inequality this way has the big advantage that
it is relatively “easy” and widely accessible. And it provides in-
teresting results. The data shows that the share of income
earned by workers declined from 53.7 per cent in 2004 to
51.4 per cent in 2017. But there are big differences between
countries. While in Tajikistan or Gabon labour receives less
than 30 per cent of total income, in 14 countries, including
Nigeria, Chile or Honduras, this share exceeded 60 per cent.
Northern Africa and Central America were the regions with
the lowest share, and across all regions lower-income coun-
tries have comparatively lower labour shares. And the data al-
so shows that distribution matters. Increasing incomes at the
very top comes at the expense of everyone except the richest
10 per cent, while increases for median-income workers ben-
efit everyone except the richest 10 per cent. And once again
here, there are very big differences between countries. Some
countries like Germany, the UK and the US see large increas-
es at the very top, partly at the expense of the poor, while the
share of labour income for the top 10 per cent varies between
19.4 per cent in Jordan and 88.1 per cent in Niger.

3 The dataset uses imputations and extrapolations for many countries
that according to ILO can make the results highly uncertain and not
comparable. More information is available at: https://ilostat.ilo.org/

topics/labour-income/.
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The relative simplicity of the labour share comes at a cost: by
definition it excludes the distribution of capital income,
which is harder to measure, but very important in terms of
overall inequality. Alternative approaches attempt to mea-
sure income inequality based on the same source (national
accounts and surveys), but using different methods, i.e. dis-
tributional national accounts and analysis of tax data.
Thanks to the WID and the World Bank's PovcalNet* and us-
ing regional imputations, estimates for this measure of in-
come (and wealth) inequality are now widely available, too.
According to these estimates, the income share of the top
10 per cent ranges between 26.5 per cent in Slovakia and
65.4 per cent in South Africa. The comparison of the two
datasets shows strikingly different results. For example:

— Niger has a labour share of only 33.7 per cent (probably
explained by the large share of subsistence farmers),
while the distribution of labour income is extremely un-
equal at 88.1 per cent accruing to the richest 10 per
cent. In contrast, according to WID data 49 per cent of
all income goes to the top 10 per cent.

In comparison, neighbouring Nigeria has a labour share
of 65.6 per cent (despite being an oil-exporting nation),
but 55.5 per cent of this income goes to the top 10 per
cent. According to WID data, inequality is slightly lower
than in Niger, with 42.7 per cent of total income ac
counted for by the top 10 per cent.

4 More information is available at https://wid.world/ and http://ire-
search.worldbank.org/PovcalNet.

The differences are striking because at least in theory the
biggest share of capital income (after accounting for for-
eigners) should go to the rich, and overall inequality should
usually be greater than labour income inequality. The oppo-
site is true for 39 countries, mainly from Africa, but also
Azerbaijan, Bhutan, Nepal, Papua New Guinea, Timor-Leste
and the Netherlands. This seems to point to a problem in
measuring the informal economy when calculating labour
shares and the distribution of labour income.

In South Africa, the labour share is comparatively high
(56 per cent) and labour income is relatively equally dis-
tributed (33 per cent accruing to the top 10 per cent). But
according to the WID data, South Africa is one of the
most unequal countries in the world, with about 65 per
cent of total income accruing to the top 10 per cent.

According to ILO data, Slovakia is not much different,
with a labour share of 53 per cent and 23 per cent of la-
bour income going to the top 10 per cent. But according
to WID data, inequality is much lower there, with only
26 per cent of total income going to the top 10 per cent.

Most likely, this difference can at least partly be explained by
pension income that is not counted in the ILO labour share
and the distribution of labour income, but that is part of
WID income (as opposed to pension payments by employers
that are counted in both cases). Overall, WID data seems to
come closer to what we want to measure, but the question
remains how well its assumptions manage to capture the
distribution of capital income and whether these assump-
tions lead to results comparable across countries.

Figure 8
Government revenue as a share of GDP
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Source: ICTD/UNU-WIDER, ‘Government Revenue Dataset’, 2023
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REVENUE STATISTICS AND THE
DISTRIBUTIONAL EFFECTS OF TAX SYSTEMS

B SDG 10 ( (Reduce inequality within and among coun-
tries), Target 4 (Adopt policies, especially fiscal, wage and
social protection policies, and progressively achieve greater
equality), Indicator 2 (Redistributive impact of fiscal policy)

Statistics on the size and composition of government reve-
nue are available for nearly all countries and in more or less
standardised format from various sources (for example, the
OECD or the ICTD).5 The share of government revenue in
the form of taxes, duties (and social security) differs widely
across countries, from 3.5 per cent of GDP in Yemen to
around 55 per cent in Scandinavian countries (see figure 8).
The share is usually higher in high-income countries and dif-
fers strongly depending on how social security is organised.
For example, in the US, government revenue only reaches
35 per cent because social security such as health and edu-
cation is to a large extent privately funded. SDG 17 commits
to increase state revenue to at least 15 per cent in all coun-
tries. Currently, 21 countries are below this target.

But beyond the need to finance infrastructure and public
services, the composition of tax revenue matters. Tax in-

5 Data can be accessed at https://stats.oecd.org/Index.aspx?DataSet-

Code=RS_GBL and https://www.ictd.ac/dataset/grd/.
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come from wealth and capital is generally low, with the
biggest share of such taxes coming from taxes on real es-
tate. Taxes on income usually make up a much bigger part
of tax revenue with the biggest share coming from labour
income. Taxes on consumption (and especially in lower in-
come countries, imports as well) are about as important as
income taxes, and in the last 20 years their share in state
revenue has increased in nearly all regions except Europe
and North America. Finally, with the exception of Europe
and North America, social security contributions usually
only account for a low share of government revenue.

Because taxes on wealth tend to be more progressive than
taxes on consumption, this has important implications for
the progressivity of tax systems. But without looking at the
concrete design of the different taxes, it is impossible to
draw conclusions on their redistributive effects. That is why
UN and World Bank agreed in 2020 to measure the effect
of fiscal policy on inequality (SDG indicator 10.4.2) by calcu-
lating the difference between the GINI index for pre-tax
market income to income after tax (disposal income), gov-
ernment transfers (consumable income) and public ex-
penditures on health and education (final income) (see fig-
ure 9). The Commitment to Equity Institute (CEQ) at Tulane
University, which has received a grant from the Bill & Melin-
da Gates Foundation, has published a comprehensive hand-
book on the “art of measuring the distributional effects of
taxes and transfers” (CEQ, 2018, 900 pages) and has so far
produced or reviewed assessments for 53 countries.


https://stats.oecd.org/Index.aspx?DataSetCode=RS_GBL
https://stats.oecd.org/Index.aspx?DataSetCode=RS_GBL
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Figure 9

The effect of fiscal policy on inequality (contributory pensions as deferred income)
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These analyses produce interesting results. South Africa and
Argentina are the countries that redistribute the most. But
South Africa remains the most unequal due to high pre-tax
inequality. Brazil and Colombia start out at similar levels, but
Brazil ends up more equal thanks to redistribution. In several
countries, government activities as a whole (at least the tax-
es, transfers and services counted in the analysis) increase in-
eqguality and sometimes even poverty. Taxes increase inequal-
ity in 11 countries and government transfers make it worse in
18 countries. After accounting for health and education ex-
penditures, the state has an overall regressive effect only in
Ivory Coast. But this is where problems with the assessments
start: this approach calculates benefits of government servic-
es at production cost, posits a host of assumptions when dis-
tributing the benefits across the population and leaves out
other expenditures such as on infrastructure, which are com-
paratively high in low-income countries. But, more impor-
tantly, the assessments are largely based on surveys and oth-
er data that fails to capture the income of the very rich and
completely ignores taxes on companies and capital.®

Oxfam’s commitment to reducing the inequality index also
covers tax progressivity and government spending while
adding labour rights and wages to the index. It is available
for 161 countries and covers 19 indicators, including tax
rates, tax revenues by source (and in comparison to predict-

6  Like the data on income inequality has shown, the allocation of pen-
sions matters a lot in some countries. The CEQ measure used for the
SDG excludes the intertemporal (usually equalising) effect of pen-
sions and treats pensions as deferred income.

ed income based on GDP) as well as the impact of taxes and
spending on GINI”. For the impact data, it is based on the
CEQ analysis and adds further countries using additional
national-level studies for OECD/EU countries as well as
standard global coefficients for different kinds of expendi-
ture (education, health, social security) and taxes (including
on corporate and personal income, value-added taxes, cus-
toms and excise duties, and social security) for an addition-
al 74 countries. But it still excludes taxes on capital and cap-
ital income.

OXFAM FAIR TAX MONITOR

The Fair Tax Monitor (FTM) is a unique evidence-based
advocacy tool that identifies the main bottlenecks with-
in tax systems and provides strong evidence for advoca-
cy work at national and international level. The tool al-
lows for a comparison of tax policies and practices in
different countries, using a standardized methodology
and unified research approach thanks to jointly devel-
oped common research framework. The 2016 pilot edi-
tion relies on data and analyses presented in the country
reports from Bangladesh, Pakistan, Senegal and Ugan-
da. In 2018 we have expanded the FTM group to 11
countries in total: Tunisia, Nigeria, Mali, Zambia, OPT,
Cambodia and Vietnam have been added to the list.
https://maketaxfair.net/ftm/

7  The latest index for the year 2022 can be found online at:
https://www.reports.inequalityindex.org/.

Table 1
Fair tax monitor scores by category and country

Progressive Sufficient Well governed Effective tax Pro-poor Accountable

tax systems revenues tax exemptions administration spending public finances
Sub-Topics 6 3 2 4 3 2
Indicators 27 14 9 16 6 8
Bangladesh (2016) 7 4 2 4 3 3
Pakistan (2016) 6 7 6 9 6 5
Senegal (2016) 5 6 7 8 7 5
Uganda (2016) 7 6 7 9 4 3
Vietnam (2018) 7 8 9 6 5 4

Tunisia (2019)

No rating available

Nigeria (2019)

No rating available

OPT (2019) 5 5 - 8 6 2
Cameroon (2020) No rating available
Egypt (2020) No rating available
Brazil (2020) No rating available
Kenya (2022) 76 6.8 1.5 6.9 46 5.0

Source: Own compilation using information available at https://maketaxfair.net/ftm/
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According to the website Make Tax Fair,

the idea of creating an index was seen as too ambitious
and perhaps not even suitable for the ultimate purpose
of improving tax policies and practices on a broad range
of issues. For this reason it was decided to adopt the
form of a scorecard.

This scorecard covers six areas with 20 sub-topics and 80 in-
dicators. These use binary (yes/no) questions that can largely
be answered using globally available data. So far 12 countries
have been analysed or announced for analysis. Reports usual-
ly cover around 100 pages and not all include the detailed
ranking (see table 1).

OTHER SOURCES

Indices prepared by NGOs, academics and consultancy
companies provide further information on tax rates and fur-
ther details. Some examples include the worldwide tax
guide spotlighting current reforms and the most important
taxes (with a focus on corporate taxes) for 150 countries by
PKF, worldwide global tax guides on different taxes by EY,

as well as worldwide tax summaries for corporate and per-
sonal income tax by PwC, including a quick overview of
global rates across different taxes, capital gains and wealth
taxes, but not allowing for a simple comparison of how dis-
tributed corporate income is usually taxed.® Other studies —
often paid for by organisations lobbying to reduce taxes on
capital income — perform comprehensive comparisons ad-
dressing individual capital income taxes and corporate in-
come tax as well as property and transaction taxes, but are
usually limited to high-income countries. For example, a
study of the US tax foundation shows that capital income
taxation in 30 high-income countries varies between 9 per
cent in Lithuania and 50 per cent in Canada (Tax Founda-
tion, 2021, see figure 10). Another study prepared by EY al-
so analyses how capital income taxes have been reduced
around the world, arguing that Australia should do the
same (EY, 2015).

8  More information can be found at https:/www.pkf.com/media/3le-
hfptz/pkf-wwtg-2022-2023_online.pdf, https://www.ey.com/en_gl/
tax-guides/worldwide-corporate-tax-guide and https:/www.pwc.
com/gx/en/services/tax/worldwide-tax-summaries.html, as well as for
capital gains at https:/taxsummaries.pwc.com/quick-charts/capital-
gains-tax-cgt-rates, and wealth taxes at https:/taxsummaries.pwc.
com/quick-charts/net-wealth-worth-tax-rates.

Figure 10
Average Tax Burdens on Capital Income in different countries

Slovenia I 19
Czechia I 19
Latvia I 16
Poland I 15
Slovakia I 15
Ireland I 14
Estonia I 14
Hungary I— 13
Lithuania I 9

Source: Tax Foundation, 2021

Canada | 50
Denmark | 47
France | 47
Australia I 46
Sweden | 45
Belgium [ 45
Japan T 40
United Kingdom | 39
United States I 34
Switzerland I 34
Germany I 33
Norway I 30
Italy I 30
Netherlands I 29
Portugal I 28
Luxembourg I 27
Finland I 27
Korea I 27
Austria I 26
Spain I 23
Greece I 21

Note: Data from 2018 for all countries except for Australia, Greece, South Korea and the United States, where the data is from 2017.
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Another study by Bachas et al (2023) calculates effective tax
rates for 155 countries going back to 1965 (see figures 11
and 12). Instead of analysing applicable tax laws, it takes a
short cut by using macroeconomic data on factor income
and taxes collected. It shows that tax rates on labour and
capital have converged, mainly driven by increasing tax rates
on labour in high-income countries. While overall effective
taxation has increased, albeit from a low level, in lower and
middle-income countries, a closer look at individual country

examples like Brazil or Germany shows that reforms abolish-
ing the taxation of dividends for the super-rich in 1995 and
2001 and the abolition of the wealth tax in Germany in
1997 do not show up in the data at all or are even followed
by increases in effective tax rates on capital. This counter-
intuitive result can most likely and to a large extent be ex-
plained through changes in the tax base, but the effects on
individual tax-payers and in particular the super-rich need to
be explored in more detail.

Figure 11
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SOURCE 2:
MINISTRY OF FINANCE OR SIMILAR

Tax data is often the best data source because of the ex-
tent of information collected and quality control conduct-
ed by thousands of tax consultants and tax auditors. But
data quality and availability becomes problematic espe-
cially at the top end because of tax evasion and because
few countries now levy taxes on wealth and because cap-
ital income is often taxed only partly and taxes are some-
times collected anonymously directly at the source. While
global revenue statistics, statistics on inequality of income
and wealth as well as the commitment to equity assess-
ments already make use of tax statistics, ministries of fi-
nance and similar bodies often produce additional inter-
esting sources that can be used to evaluate tax systems,
most prominently tax expenditure analyses.

TAX EXPENDITURE ANALYSES

Tax expenditures, which are commonly defined as
the amount of tax revenue foregone through the ap-
plication of special tax provisions or regimes, relative
to a benchmark tax system, will be at the center of
the policy debate on revenue mobilization for several
reasons. First, good policy practice in base broaden-
ing requires analysis of the structure of tax bases, and
their optimal taxation given a set of policy objectives.
Tax expenditures cost estimates are one important
element of such analysis. Second, tax rates in DCs,
particularly in Sub-Saharan Africa, remain relatively
high compared with rates in high-income and transi-
tion economies, while tax bases tend to be narrower.
Therefore, revenue mobilization through increases in
tax rates, while possible in certain areas of the tax
system, is likely to have adverse efficiency implica-
tions and may worsen tax inequities. Third, successful
tax reform often depends on communicating simply
and effectively the implications of policy choices to
the public. Tax expenditures play a useful role in this
exercise.

(Kassim and Mansour, 2078)9

Argentina, Armenia, Dominican Republic, France, Italy, Russia,
Republic of Korea, Spain, Sweden, US (beyond core information),
Brazil, Germany, Mexico, Slovakia (core information). More infor-
mation can be found at https://internationalbudget.org/open-
budget-survey/.
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Many governments publish regular reports on so-called
tax expenditures. These reports contain cost estimates for
tax rules that deviate from a benchmark. According to the
newly created Global Tax Expenditure Database', 102
out of 228 countries covered provide some data on tax
expenditure. In these countries with their differing defini-
tions, tax expenditures range from less than 1 per cent of
GDP (Germany, India or Cote d'lvoire) to more than 10 per
cent of GDP (Russia, Netherlands, Finland, Czechia and
Ireland). Among the 120 countries covered by the Open
Budget Survey, 53 provide some information on tax ex-
penditures, but only 14 cover all core information for all
tax expenditures.”

Overall, tax expenditure reports can be viewed as a valu-
able starting point for identifying tax rules that can be con-
sidered as unfair tax privileges, but reports are afflicted by
several limitations. Because not all taxes are covered or be-
cause the benchmark chosen is an already rigged tax sys-
tem, some of the biggest tax privileges might be missing.
In Brazil, for example, the two biggest privileges responsi-
ble for nearly one-third of the costs estimated by the Bra-
zilian National Association of Tax Auditors, namely the ex-
emption of dividends and the wealth tax provided for in
the Constitution, but not put down in legislation, are not
addressed in the otherwise quite comprehensive govern-
ment report (see example 1). Furthermore, the basis for the
estimation of costs might itself be problematic, like in the
case of the German inheritance tax exemption for large
fortunes (see example 2). More detailed methodological
considerations can be found in the IMF's How to Note from
2019 (IMF, 2019) and in a study on Tax Expenditure Report-
ing and Domestic Revenue Mobilization in Africa (Redonda
et al, 2021). Furthermore, Kassim and Mansour (2018)
compare tax expenditure reporting in 26 developing or
transition countries, and the OECD (2010) has compared
ten OECD countries.”

10 See Tax Expenditure Database, available at: https://gted.net/.

11 Argentina, Benin, Bulgaria, Burkina Faso, Chile, Colombia, Costa
Rica, Cote d’lvoire, Dominican Republic, Ecuador, Ghana, Guate-
mala, India, Mali, Mauritania, Mauritius, Mexico, Morocco, Nicara-
gua, Pakistan, Peru, Philippines, Poland, Senegal, South Africa
and Uruguay.

12 Canada, Germany, Korea, Netherlands, Spain, UK, US and without

comparable data: France, Japan, Sweden.


https://internationalbudget.org/open-budget-survey/
https://internationalbudget.org/open-budget-survey/
https://gted.net/
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EXAMPLE 1

The Brazilian “Privilegiometro Tributario” (Tax Privi-
leg-o-meter), prepared by the Brazilian National Associa-
tion of Tax Auditors (UNAFISCO), is largely based on the
“Demonstrativo dos Gastos Tributarios” (Tax Expenditure
Report), and is published each year together with the na-
tional budget. The Privilegiometro analyses the justifications
and the economic and social value for 91 different tax rules
and identifies those tax expenditures that are fully or partial-
ly classified as tax privileges. These are defined as expendi-
tures that have no adequate and proven impact on sustain-
able economic development without increasing inequality.™
Out of the ten biggest privileges identified by UNAFISCO,
the two biggest privileges are not addressed in the tax ex-
penditure report by the government. These are the exemp-
tion of dividends and the wealth tax that is provided for in
the Brazilian Constitution, but not put down in legislation.
These are responsible for about one-third (31 per cent) of
the losses from all 91 tax expenditures. Two other items
from the government’s tax expenditure report — the sim-
plified income tax scheme for small businesses and exemp-
tions from VAT for basic-needs items — were classified only
as a partial privilege, but still made it to the top ten of UN-
AFISCO.™

EXAMPLE 2

The German inheritance tax privilege is listed in the
government’s tax expenditure report. Based on statistical
data for 2019, the bi-annual report of 2021 extrapolates the
costs for the years 2020 and 2021. The resulting figure un-
derestimates the true cost by an approximate factor of two
because the inheritance volume in 2021 exceeds estimates
based on the latest available statistics and because a central
element of the privilege is not captured in the statistical da-
ta. According to the so-called Verschonungsbedarfspru-
fung, taxes are first levied (and are accordingly taken into
account in the statistics), but not collected if taxpayers
demonstrate their eligibility for the exemption.™

13 The original definition is: “O conceito de privilégios tributarios
gue se propde é o de que privilégios tributarios sao aqueles gas-
tos tributarios — oriundos da omissao na criacao de tributo con-
stitucionalmente previsto e das isencdes, anistias, remissoes,
subsidios, beneficios de natureza financeira, tributaria e crediticia —
concedidos a setores ou parcelas especificas de contribuintes, sem
que exista contrapartida adequada, notdria ou comprovada por
estudos técnicos, para o desenvolvimento econdmico sustentavel
sem aumento da concentracao de renda ou para a diminuicao das
desigualdades no Pafs.”

14 More information on this is available at http:/www.privilegiometro-
tributario.org.br/images/Nota_tecnica_Unafisco_No_24_2021-v8.

pdf (in Portuguese).

15 More details on this can be found at https:/www.netzw-

erk-steuergerechtigkeit.de/elementor-10684/ (in German).
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TAX GAP ANALYSES AND OTHER SOURCES

Tax administration and the comprehensive collection of taxes
due play an important role for tax justice, but data is difficult
to interpret and compare. The IMF regularly (every year start-
ing in 2023) conducts surveys in 159 jurisdictions to under-
stand revenue administration (ISORA) and has produced 150
assessment of tax administrations using 55 metrics (TADAT).
The OECD also publishes comprehensive statistics for OECD
and other advanced and emerging economies (OECD, 2017).
Some countries (20 according to ISORA, 14 OECD countries)
also perform so-called tax gap analyses, including top-down
(based on national accounts data) and bottom-up (for exam-
ple using random audits) approaches, and are usually limited
to value-added taxes, personal income taxes and sometimes
corporate income taxes.

SOURCE 3:
TAXATION OF A TYPICAL
SUPER-RICH INDIVIDUAL

Where globally comparable data is not sufficient and detailed
data on the tax system at the national level is not available or
too complex to analyse, we suggest using a typical super-rich
individual to illustrate issues relating to a tax regime. There
are two options here: a) using a billionaire owning easy-to-
trace assets such as shares in a listed company that publishes
detailed information on its profits and taxation and using this
“real-life” data to calculate the tax rate, and b) constructing
a portfolio of a typical super-rich individual and describing
their taxation more comprehensively.


http://www.privilegiometrotributario.org.br/images/Nota_tecnica_Unafisco_No_24_2021-v8.pdf
http://www.privilegiometrotributario.org.br/images/Nota_tecnica_Unafisco_No_24_2021-v8.pdf
http://www.privilegiometrotributario.org.br/images/Nota_tecnica_Unafisco_No_24_2021-v8.pdf
https://www.netzwerk-steuergerechtigkeit.de/elementor-10684/
https://www.netzwerk-steuergerechtigkeit.de/elementor-10684/
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WHAT A COUNTRY STUDY ON TAXATION OF
THE SUPER-RICH SHOULD CONTAIN

To explore the potential of such analysis, the Friedrich-Ebert-
Stiftung has asked experts from Argentina and Brazil to per-
form country studies based on the following guidelines:

1. An analysis of economic inequality and the rich

a. A description of the distribution of income and
wealth. Research relating to the advocacy tool should
describe availability, quality and key messages offered by
data on the distribution of wealth and income. It can
draw on global databases in 179 countries (WID) as well
as data on the share and distribution of income for peo-
ple who are employed (ILO labour share, SDG 10.4.1). If
available, it can also contain an analysis of the distribu-
tional effects of taxes and transfers (SDG 10.4.2), but
with the clear warning that this analysis is skewed at the
top end.

An analysis of the typical sources of wealth and in-
come of the rich (top 0.1 per cent/top 1 per cent).
Using tax and other statistical data on the distribution of
wealth and income, rich-lists and individual examples or
other sources, the analysis should look at the main sourc-
es of wealth and income (i. e. land and buildings, compa-
nies and shares) and their ownership in the country.

Profile(s) of the “typical” rich. Building on the analysis
of inequality and the sources of wealth and income, the
researcher should build one or several profiles of a “typi-
cal” representative of the rich. This could be a typical rep-
resentative from the rich-list or a typical rich person at
the entry level that qualifies for the top 1 per cent or the
top 0.1 per cent (i. e. wealth of around USD one million in
many countries). This profile should inform the analysis of
taxation and should be adapted to capture typical tax
privileges for the rich that are identified. Alternatively,
the analysis could be based on a “typical” billionaire for
whom data is publicly available.



FRIEDRICH-EBERT-STIFTUNG — HOW TO TAX A BILLIONAIRE — AN ADVOCACY TOOL AGAINST TAX PRIVILEGES FOR THE SUPER-RICH

Analysing taxation of the rich past and present

Calculating the tax rate that applies to the “typi-
cal” rich .At the core of the analytic effort is an analysis
of taxation of the rich. Based on the “typical” profiles
identified or the billionaire selected, the calculation uses
tax rates typically applying to the different sources of in-
come and wealth (i.e. property tax, personal and corpo-
rate income tax, capital gains tax, wealth tax, etc.) and
includes typical exemptions that are possible. Wherever
available, this exercise can use so-called tax expenditure
analyses to identify important exemptions. These reports
are often part of annual budget discussions and are avail-
able for more than 100 countries (see Global Tax Expend-
iture Database). Further information can possibly be
found in legislative bills introducing tax privileges (some-
times containing cost estimates) from academic reports
or from the tax administration. For non-existent taxes on
the rich, most notably a wealth tax, the list of privileges
could contain an estimate of the revenue potential for
such taxes.

Calculating the comparable tax rate 20 years ago
or before the last major reforms. In addition to cur-
rent taxation, the report should also calculate the past
tax rate for “typical” rich individuals and outline major
changes.

Providing an outlook on information concerning
tax evasion (where available). If possible, the analysis
should contain an estimate of the costs of tax evasion, or
prominent examples of such. Analyses of the US and
Scandinavian countries show that among the rich, tax
evasion is more wide-spread and greater even in relative
terms (a higher share of income is evaded).

3.

Policy recommendations

Based on the analysis, the policy recommendations
should contain a list of the most important tax privileg-
es for the rich and, wherever available, their costs. Infor-
mation on costs can possibly be found in the tax ex-
penditure report, in legislative bills introducing the tax
privilege, in academic reports or from the tax adminis-
tration. For non-existent taxes on the rich, most notably
a wealth tax, the list of privileges could contain an esti-
mate of the revenue potential offered by such taxes.
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INDICATORS AND SOURCES FOR EXPLORING TAX PRIVILEGES OF THE SUPER-RICH

SUMMARY OF COUNTRY STUDIES

Argentina taxes both capital income and wealth. Dividends
are taxed at 7 per cent in addition to a progressive corporate
income tax of up to 35 per cent, in sum total exceeding the
top income tax rate of 35 per cent. Other capital income is
taxed at 5 or 15 per cent, depending on whether it is adjust-
ed for inflation. In addition, wealth is taxed starting at
around USD 50,000 and faces progressive rates reaching
2.25 per cent for wealth held abroad. But taxable wealth is
just a small fraction of actual wealth despite an increase fol-
lowing the introduction of automatic exchange of informa-
tion and a tax amnesty in 2016. The super-rich benefit from
wealth-tax exemptions for rural assets, tax subsidies for in-
dustrial development and profit-shifting — for example into
Uruguayan holding companies.

Brazil does not tax dividends and allows owners of medi-
um-sized companies as well as self-employed consultants,
lawyers and other professionals to use a simplified profit-
estimation method that drastically reduces their tax rate
and makes the Brazilian tax system extremely regressive to
the benefit of the super-rich. The Brazilian National Associ-
ation of Tax Auditors (UNAFISCO) annually calculates the
privileges conferred by these tax rules, visualising them in a
counter. Around seventy civil society organisations have
joined a campaign to tax the super-rich that began to gain
traction with the election of Lula as president in 2021 and
is showing first signs of success.
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In Germany a civil society campaign is scrutinising tax privi-
leges of the super-rich. The campaign estimates these privi-
leges cost the country around 10 per cent in terms of fore-
gone tax revenue. It also demonstrates that a typical super-
rich individual has managed to reduce the typical tax rate on
his income by more than half over the last 30 years and now
just pays about half of the tax rate of an average employee.
This is mainly the result of abolishing the wealth tax, lower-
ing the top income-tax rate and allowing tax-free accumula-
tion of profits.

Taxes paid by billionaires in these three countries: In Ger-
many the tax rate on an example billionaire (including corpo-
rate income tax) has fallen from more than 60 per cent in
1996 to only 25 per cent. Our example Brazilian billionaire
profits from three rather unique exemptions, bringing his to-
tal tax rate (including corporate income tax) on the profits
made by his company to an average of only 9 per cent over
the last three years. Through shifting most of his profits to a
tax-exempted Uruguayan subsidiary, the Argentine billion-
aire has been able to reduce his corporate income tax to near
zero. He has most likely also profited from wealth-tax ex-
emptions for rural land and company shares. Even though
estimating his tax rate was not possible in this study due to
these exemptions and despite the presence of a wealth tax,
his tax rate might even be below the very low rate of his Bra-
zilian and German peers. In contrast, a comprehensive 2 per
cent wealth tax would increase the tax rate of both the Bra-
zilian and the German billionaire to approximately 50 per
cent of their income, bringing it close to the rate of taxes and
social security paid on average wages in these countries.
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CONCLUSION AND OVERVIEW OF TOOLS

CONCLUSION AND OVERVIEW
OF TOOLS

For states to successfully reduce inequality and poverty, they
need to achieve a whole range of goals. A progressive tax sys-
tem and, in particular, higher taxes for the rich are an essen-
tial part of this effort both at national and international levels.

In the past, the global tax justice movement has placed a
strong focus on stopping the global race to the bottom in
corporate tax, to fight profit-shifting and tax-avoidance on
the part of big corporations and to achieve a fairer alloca-
tion of taxing rights. One central argument for this is that
corporate taxes are negotiated at a global level and at least
in low-income countries account for a large share of tax in-
come. But for progressive tax systems, corporate taxes are
just one part of the story.

More recent efforts, such as Oxfam’s commitment to reduc-
ing inequality index or the commitment to equity assess-
ments that are part of SDG 10, take a broader view of the
system of taxes and government transfers. These efforts
have collected a wealth of data on national tax and spend-
ing regimes which can be be used for the purpose of global
comparison. But both are in essence very complex exercises
and still do not address the taxes and tax exemptions that
matter most for the super-rich.

With the Fair Tax Monitor, Oxfam has developed another
much simpler tool with which to describe, analyse and com-
pare tax systems. The goal was to develop an “evidence-based
advocacy tool that identifies the main bottlenecks within tax
systems and provides strong evidence for advocacy work at
national and international level.” This makes a lot of sense.
Tax policy is decided at national levels and higher taxes for
the super-rich — including a global wealth tax — have to start
at national level to ultimately reach international negotiations
in forums such as the G20, the OECD and ultimately the UN.
And to advocate for fairer taxes and higher taxes for the su-
per-rich does not necessarily require a comprehensive and
globally comparable assessment of the entire system of tax-
es and transfers. Identifying the main injustices or bottle-
necks might serve the purpose just as well. And this might be
a very national effort. But Oxfam’s Fair Tax Monitor is more
descriptive. It uses many indicators that could easily be col-
lected at global level and produces a comparative rating that
seems rather technical and difficult to communicate at na-
tional level.
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In comparison, a range of nationally-led initiatives in Brazil,
the UK, Germany and Colombia have produced different lists
of tax privileges for the super-rich with a focus on identifying
advocacy priorities towards that goal. Producing such lists —
and ideally attaching a price tag and ranking them by priority
— requires a detailed understanding of national tax systems.
But some of the sources and approaches used could readily
be adopted with other countries. For example, tax expendi-
ture analyses used in Brazil are available for a range of other
countries, and a global database provides a good overview. In
addition, calculating tax rates for a typical billionaire or a typ-
ical portfolio of a super-rich individual could help render pro-
blems inherent in the tax system visible and understandable.

Alternatively, estimates of the revenue generated by a wealth
tax might be calculated using global figures on the distribu-
tion of wealth. Above and beyond the issue of data availabil-
ity, this approach might not be equally suitable for countries
where overall tax income and compliance rates are extremely
low (compare, for example, Oxfam’s Fair Tax Monitor report
for Nigeria).

THEREFORE, A VIABLE APPROACH
COULD BE TO:

a) Analyse data with wide global coverage (distribution of
income and wealth, composition of government reve-
nue and expenditure, structure of tax systems, tax ad-
ministration) at a global level, expanding on existing
analyses such as Oxfam’s Commitment to reducing in-
equality index;

b) Identify countries with good data coverage and high
mobilisation potential and support the establishment of
local analyses and advocacy groups in those countries;
c) Use the global and national data available to identify
issues relating to the tax system and illustrate these us-
ing a typical billionaire or a model portfolio of a typical
super-rich individual that helps to show the effects of
the different issues and exemptions identified in the
tax system.
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COUNTRY EXAMPLES

There is no study to date on the effective tax rates of billionaires in

]

developing countries, for example. More studies are necessary.
Global Tax Evasion Report 2024

"

(EU Tax Observatory, 2023)

In 2023 Gabriel Zucman co-authored two interesting re-
ports: One comparing the effective tax rate on capital in-
come across 155 countries (Bachas et al., 2023) and one ar-
guing that effective tax rates for billionaires — mainly made
up of capital income — have not been sufficiently studied in
developing countries (EU Tax Observatory, 2023). In our se-
lection of country studies, we used globally comparable da-
ta on levels of inequality and effective taxes on capital in-
come as a starting point and then added a more in-depth
analysis on taxation of the super-rich in various countries.

The country analyses reveal some counter-intuitive develop-
ments. While the move to tax dividends in Brazil (1994) and
Germany (2000) did lead to a reduction in the effective
rate, this effective rate increased in following years without
any major change in actual rates (see figure 13). Further-
more, significant changes such as the abolition of the
wealth tax in Germany (1997) or consecutive cuts in the tax
rate on corporate income with the top income tax rate in
Germany (2001 to 2005) apparently do not show up in the
effective tax rate on capital income.

Figure 13
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Table 2
Potential countries for further analysis

Country

Inequality

Very unequal,

Taxes and transfers

ETR on capital in 2017
and development
since 1994

DETEEVETELT[13Y

SDG 10.4.2, 12 per cent

i low labour share Ve [PIBErEEs i tax expenditure (+4 per cent)
Spain Very equal Wealth taxes and other 26 per cent
P yeq progressive reforms (+4 per cent)
11 per cent (+6 per cent)
Abolition of dividend
. . SDG 10.4.2, distribution tax in 2020
India Unequal Not progressive

tax expenditure decreasing nominal tax
rate from 40.6 per cent to

25.2 per cent

. . SDG 10.4.2, 41 per cent

South Africa Very unequal Very progressive tax expenditure (+17 per cent)
SDG 10.4.2, 15 per cent

Kenya Unequal Progressive tax expenditure, (14 per cent)

Fair Tax Monitor 2022

Source: Own compilation

Beyond the countries analysed in this case study and based
on the analysis of data availability, we recommend focus-
ing on the countries listed in table 2 in further analysis. A
more comprehensive comparison is available in the Data
Annex.

ARGENTINA: HOW A WEALTH TAX
AFFECTS TAXATION OF THE SUPER-RICH

B> The Argentinian Country Example is a summary of a more
comprehensive country case study by Grondona et al. (2024).

BASIC FACTS
— Income inequality: According to the household sur-
vey (Indec, 2023), income of the richest 10 per cent is
about 20 times greater than that of the poorest 10 per
cent. Based on extensive imputations, WID estimates
the share of the richest 10 per cent at around 50 per
cent of total income and of the richest 1 per cent at
around 15 per cent of the total. The GINI is estimated at
0.44 in the household survey, or 0.56 by WID.

Wealth inequality: The share of the richest 10 per
cent is estimated at 60 per cent of total wealth and the
richest 1 per cent around 25 per cent of the total by
WID. Another estimate puts the share of the richest
440 families (top 0,001 per cent) at 6.5 to 9 per cent
(CEPA, 2021).

Labour share: around 50 per cent (Indec, 2023).
Fiscal policy is estimated to reduce GINI for income

inequality by 15 to 17 per cent and absolute poverty by
61 per cent (Rossignolo, 2022; Del Valle et al., 2022).
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TYPICAL SUPER-RICH INDIVIDUALS
IN ARGENTINA

Most super-rich individuals in Argentina are male — includ-
ing the seven richest Argentinians according to Forbes and
74 per cent of the roughly 13,000 people subject to the sol-
idarity contribution for the super-rich. They often own com-
panies and in many instances use holding companies in
low-tax jurisdictions such as Uruguay (CEPA, 2022; Gag-
gero y Zanotti, 2023). Their companies often hold a high
degree of market power in their respective sectors, for ex-
ample Aluar and Fate, Ledesma, Techint-Tenaris, and Grupo
Clarin. There are also cases where essential goods and ser-
vices are provided to the population such as internet and te-
lephony, food, health services or financial intermediation.
Several of these companies emanated from the privatisa-
tion wave in 1982 and the 1990s. Some of them benefit
from special tax regimes. Tax subsidies for industrial promo-
tion amount to 0.75 per cent of GDP (MECON, 2022)

TAXES PAID BY THE SUPER-RICH

Argentina taxes both wealth and capital income. In addi-
tion, some of the federal states also tax real estate and in-
heritance (only Buenos Aires).

The wealth tax (Impuesto sobre los bienes personales,
ISBP): applies to all personal wealth exceeding the threshold
of about USD 50,000 and excluding self-occupied housing.
It applies to global wealth for all residents of Argentina and
to Argentine wealth for those residing outside of Argenti-
na. The tax rate varies between 0.5 and 1.75 per cent and
goes up to 2.25 per cent for wealth held abroad. But there
is a considerable list of exemptions — for example, for rural
properties, which according to budget estimates amounts



to 0.48 per cent of GDP (HCDN, 2023). In addition, de-
clared wealth is most likely significantly undervalued (in
particular real estate) and tax evasion was historically high.
An amnesty implemented in 2016 and the launch of auto-
matic exchange of information on income in 2018 increased
declared wealth to USD 116.8 billion, leading to the collec-
tion of taxes and fines amounting to USD 9.5 billion (AFIP,
2016 and EU tax observatory, 2022).

According to tax statistics for the year 2021, a total of ap-
proximately USD 100 billion was declared (AFIP, 2022 table
2.5.1.2.1.1), while WID estimates total wealth for Argentina
at USD 1,500 billion. For company shares, a special tax rate
of 0.25 - 0.50 per cent (Ley 25.585 de 2002) can apply. Al-
though the aggregate amount of assets declared and taxes
paid is available, this information is not broken down by de-
ciles. According to the annual tax statistics for 2022, ap-
proximately 19 per cent of assets declared fall under this tax
rate, while the remaining 81 per cent are subject to the nor-

COUNTRY EXAMPLES

mal rate for the ISBP (see figure 14). In sum total, the gap
between estimated and declared wealth remains huge.

Argentina has a progressive income tax with the top tax
rate being 35 per cent. Since 2017, capital income, includ-
ing capital gains, is for the most part taxed at 5 or 15 per
cent, depending on whether it includes an adjustment for
inflation. Dividends are taxed at 7 per cent, and profits
generated from the sale of real estate are taxed at 15 per
cent" (Errepar, 2020; MECON, 2019). Together with a pro-
gressive corporate income tax reaching up to 35 per cent,
this at least nominally ensures progressive taxation of the
super-rich. But a long list of exemptions lowers the effec-
tive tax rate on capital income for everyone and particular-
ly favours the top 0.25 per cent of taxpayers.

16 Values are often underdeclared and the tax exemption for single pur-
chases is abused (Molinatti, 2011).

Figure 14
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Figure 15
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ARGENTINE BILLIONAIRES AND
THEIR TAXATION

According to Forbes, there were only five Argentine billion-
aires with a total wealth of USD 12.8 billion in 2023. A pro-
ject entitled “Los ricos de Argentina” lists 16 families with
companies operating in many different sectors. Another
study by the Friedrich-Ebert-Stiftung looks at the phenom-
enon of shifting profits to Uruguay (Gaggero y Zanotti,
2023). It spotlights four Uruguayan companies that are
part of Argentine-owned groups. One of them belongs to
one of the five Argentine billionaires listed by Forbes. Be-
sides the problem of profit-shifting, this example reveals
several problematic exemptions, including reduced wealth
tax rates for company shares and the exemption from the
wealth tax for rural real estate. According to the study, in
2021 the Uruguayan subsidiary listed 93 per cent of turn-
over and 98 per cent of the profit for the whole group and
was completely exempted from taxation.

SIGNIFICANT TAX REFORMS AND
THE DEVELOPMENT OF TAXES ON
THE SUPER-RICH

The ISBP was created in 1991. According to tax data, the
percentage of the population subject to this tax has never
exceeded 2 per cent. The tax burden of the ISBP increased
from 0.34 per cent of GDP in 2004 to 0.51 per cent in
2022, registering a minimum of 0.10 per cent in 2018 and
a maximum of 0.76 per cent in 2020. Law 25.585 from
2002 created an alternative schedule tax rate on the hold-
ing of shares and stakes in companies that brought the
rate for these assets to 0.50 per cent, which was reduced
to 0.25 per cent for the tax periods 2016 to 2018, rising
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again to 0.50 per cent for tax periods 2019 onwards. As
described above, in 2022 approximately 19 per cent of as-
sets declared fell under this schedule tax rate. In 2018, ru-
ral real estate was exempted from ISBP. From 2019 on-
wards, the rate for assets located abroad has reached a
maximum bracket of 2.25 per cent, based on Law 27541
on public emergency, in cases where taxpayers do not re-
patriate at least 5 per cent of the assets, in which case the
scale for assets in the country applies, reaching a maxi-
mum rate of 1.75 per cent (MECON, 2023). From 2021 on-
wards, exemptions for financial assets will be added to
promote investment in domestic financial assets (Law
27638 of 2021).

BRAZIL: WHAT A LOOK AT TAX
PRIVILEGES CAN TELL US ABOUT A TAX
REFORM TARGETING THE SUPER-RICH"

B> The Brazilian Country Example is a summary of a more com-
prehensive country case study by Bottega / Resende (2024).

BASIC FACTS
— Income inequality: the richest 10 per cent appropri-
ate 53.7 per cent, while the statistics for the top 1 per
cent and 0.1 per cent are even more startling: they in-
dicate a concentration of 24.6 per cent (almost a quar-
ter) and 12.1 per cent of national personal income, re-
spectively (Bottega et al., 2021);

17 Remark: The country case study on Brazil contains a detailed analy-
sis of income inequality and was enriched with an analysis of the
super-rich by Christoph Trautvetter.
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Gender and racial inequality: White men among
the top 1 per cent (around 705,000 individuals, or
0.57 per cent of the Brazilian population) appropriate
a greater share of national income (15.3 per cent) than
all black women put together, who amount to 32.7
million individuals, but account for only 14.3 per cent
of national income (for more details see figure 17);

Wealth inequality: According to estimates by WID
mainly based on extrapolation from income data, in
2019 the top 10 per cent and the top 1 per cent ac
counted for 79.6 per cent and 48.3 per cent of nation-
al wealth, respectively, while the bottom 50 per cent
registered negative participation in national wealth
(0.4 per cent),

Fiscal policy: The Brazilian tax system relies strongly
on indirect taxes (45 per cent of total tax revenue) and
contains several exemptions for capital income. It fa-
vours the rich and especially white males who earn a
large share of capital income. Gomes et al. (2022) find
that black men in the top brackets — often public ser-
vants — have a tax burden higher than white men in
the top bracket, who are often business-owners.

TAXATION OF THE SUPER-RICH

Brazil is a particularly interesting country case study. Brazil is
one of very few big countries that does not tax dividends.
On top of this, the deductibility of interest on net equity and
a scheme that allows small and medium-sized companies to
pay tax on presumed rather than real income (SIMPLES) can
significantly reduce income liable to corporate income tax.
Together, these rules make the Brazilian tax system highly
regressive at the top end. A calculation by Goto and Pires
(2022) estimates that a formal employee and a public ser-
vant bear a tax burden of 42.3 per cent and 38.1 per cent,

respectively, while a self-employed professional who pro-
vides services for a company operating under the SIMPLES
regime bears a tax burden of 16.3 per cent.

The volume of these exemptions is closely tracked by the
Brazilian “Privilegiometro Tributario” (Tax Privileg-o-meter)
prepared by the Brazilian National Association of Tax Audi-
tors (UNAFISCO, see figure 16). This tracking tool is based
mainly on the “Demonstrativo dos Gastos Tributarios” (Tax
Expenditure Report) that is published annually by the Brazil-
ian government together with the national budget. The
Privilegiometro analyses the justifications and economic and
social value deriving from 91 different tax rules, identifying
those tax expenditures that are fully or partially classified as
tax privileges (current loss: USD 65 billion). These are de-
fined as expenditures that have no adequate and proven im-
pact on sustainable economic development without increas-
ing inequality.

Out of the ten biggest privileges identified by UNAFISCO,
the two biggest privileges are not featured in the tax ex-
penditure report by the government. These are the exemp-
tion of dividends (approx. USD 10 billion) and the wealth tax
that is provided for in the Brazilian Constitution, but not put
down in legislation (approx. USD 10 billion). These are re-
sponsible for about one-third (31 per cent) of the losses
across all 91 tax expenditures. In addition to these central
tax privileges, UNAFISCO also lists some more curious items,
like the exemption for yacht and plane parts, costing 4.4 bil-
lion Reais (approx. USD 900 million) per year in foregone tax
revenue.

The new government under president Lula has promised to
reform taxation of the super-rich and is being supported by
civil society in an active campaign.'®

18 See https://ijf.org.br/tributar-os-super-ricos/ for more information.

Figure 16
Brazilian tracker for the cost of tax privileges

BILLIONS MILLIONS

Source: http://www.privilegiometrotributario.org.br/

Estimation of total accumulated value until 2023/03/03

THOUSANDS REAIS
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BRAZILIAN BILLIONAIRES AND
THEIR TAXATION

For 2023, Forbes lists 51 Brazilian billionaires (down from
62 in 2022)." The top 10 is dominated by Brazilian share-
holders of foreign companies (Safra bank, Anheuser-Busch)
as well as Brazilian banks and investment companies
(Iltau-Unibanco, BTG Pactual, 3G Capital). Their taxation is
mainly driven by corporate income tax paid abroad and
taxation of distributed profits. A closer look at the billion-
aire owners of Brazil-based companies gives a better im-
pression of the taxation of billionaires in Brazil. One of
them holds about 50 per cent in a company that made a
profit averaging more than USD 200 million in the last
three years and paid a tax rate of only 9 per cent. Accord-
ing to company accounts, this tax rate deviates from the

19 Forbes usually lists individuals, but in 2023 for some of the Brazilian
entries several family members were summarised as one entry on the
list. Out of the 51 Brazilian entries for 2023, 13 are families.

COUNTRY EXAMPLES

standard rate of 34 per cent mainly because of two quite
unique tax exemptions that apply in Brazil: 1) presumed in-
terest on own capital (juros sobre capital proprio), which
reduces the tax rate by 16 percentage points on average,
and 2) taxation based on presumed profits (regime do lu-
cro presumido) for some of its subsidiaries, which reduced
the tax rate by 3 percentage points. Together, these two
exemptions saved our example billionaire USD 18 million of
taxes per year. Of these low-taxed profits, a total of 63 per
cent was distributed to the owners. Such dividend distribu-
tions — unlike in many other countries — are usually tax-free
in Brazil. This means our example billionaire most likely
paid only 9 per cent of tax on his income of more than USD
100 million from his company shares. A 2 per cent wealth
tax — as suggested by the Brazilian finance minister at the
beginning of 2024 — would amount to approximately USD
55 million for 2022 and would have increased the total tax
rate in relation to income to 52 per cent. With a billionaire
wealth totalling USD 160 billion according to Forbes, Brazil
would stand to gain roughly USD 3 billion in tax revenue.

Figure 17
Income shares by different income groups
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GERMANY: WHAT AN ADVOCACY TOOL
ADDRESSING THE TAX PRIVILEGES OF
THE SUPER-RICH COULD LOOK LIKE

In the last thirty years, Germany has seen major tax cuts for
the super-rich, including:

abolition of the wealth tax (1997)
— lowering of the tax on corporate income (2001, 2008)
and the possibility to accumulate profits at holding
companies tax-free (2001), leading to a reduction in
nominal tax rates on accumulated (i. e. non-distributed)
profits from 57 per cent to 30 per cent

a reduction in the top income tax rate from 53 per cent
to 45 per cent (2001-2005)

Average Family Tax
Contribution

36

In addition, there have been a whole range of additional
tax exemptions and special rules, especially for income
from real estate investments. Based on an in-depth analy-
sis of these development, the German Tax Justice Network
(Netzwerk Steuergerechtigkeit) has calculated the tax rate
for a typical billionaire and a typical portfolio of a multi-
millionaire.

The results show that for the billionaire (who inherited
shares of the car-maker BMW), the tax rate fell from 61 per
cent in 1996 to 25.3 per cent in 2023. Similarly, the tax rate
on the portfolio of the multi-millionaire is 21 per cent (or 24
per cent when social security is included), while the OECD
puts the rate for an average family at 43 per cent (including
social security contributions by the employee and the em-
ployer). According to estimates, the biggest tax privileges
cost USD 80 billion per year (about 10 per cent of all taxes

Multi-Millionaire



collected). The list of these tax privileges includes inheri-
tance tax exemptions for big fortunes, the abolished wealth
tax, the absent financial transaction tax, tax exemptions for
rental income and value gains from real estate sales or cuts
in the tax rate for high incomes.

The results are described comprehensively and changes are
tracked in the yearbook on the German tax system (Jirmann
and Trautvetter, 2024). And the list of tax privileges forms the
basis for a joint campaign (Steuerprivilegien kippen) with the
German Finance Watch (BUrgerbewegung Finanzwende) and
German-speaking Millionaires for Humanity (Tax me now).
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ETR
capital
change
to 1994

ILO WID ETR

Country Recommendation | labour top 10% capital
share |(income)|(income)| (wealth) 2017

South

Atrica wealth, ILO 56%  37%  65%  54% 986 1910 27 4.91 M% 7%
Chile wealth 62%  40%  60%  49% 268 749 38 2.52 20% 5%
Costa Rica wealth 55%  35% 55%  35% 190 1060 52 457 12% 8%
;’t'::::' wealth 58%  33%  46%  35% 654 1480 28 6.55 31%  -8%
Peru ””eq”a'/;:ﬁ;y“em' 46%  40%  61%  45% 082 695 95 235 2% 8%
Sri Lanka ””eg‘;ﬂjf)s‘ﬁ;’f;em 35%  38%  49%  31% 08 336 111 15 4%  -10%
India unequal tax system  56% 53% 57% 33% 0.95 5.62 123 0.4 1% 6%
Indonesia unequal tax system  41% 39% 47% 30% 0.84 2.78 101 1.52 13% 1%
Paraguay unequal tax system 46% 30% 53% 28% 0.90 4.83 84 1.41 6% 0%
Honduras unequal tax system  62% 39% 53% 28% 0.63 7.10 97 6.73 16% 8%
Brazil Tax E:V22Tti't“re' 61%  41%  58%  49% 284 1425 77 444 2020  26% 5%
Uganda 1 E:V‘;‘;Tti't“re' M%  74% 53%  35% 139 374 152 357 2016 8% 5%
Mexico T:;()Eljfser:‘a"'rg“;‘:e;ﬁ 36%  33%  64%  47% 337 1347 66  3.88 2% 4%
Colombia Tax Expenditure 51% 39% 56% 33% 0.97 10.43 6.61 24% 8%
Kenya Tax Expenditure  41%  52%  49%  28% 394  9.03 93 302 2022 15%  -14%
Sweden Tax Expenditure 55% 27% 32% 28% 20 5.03 39% 10%
Nigeria Tax Expenditure 66% 56% 43% 26% 159 3.79 2019 6% -1%
Australia Tax Expenditure 60% 29% 33% 24% 3 7.92 45% 5%
Ecuador Tax Expenditure 55% 35% 48% 23% 2.56 8.39 75 5.03 13% 10%
Ei“n';‘lm Tax Expenditure  57%  32%  36%  21% 14 8.13 34%  14%
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ETR
capital
change
to 1994

WID ETR

Country Recommendation top 10% capital
(income) | (income) | (wealth) 2017

Austria Tax Expenditure 59% 33% 34% 31% 19 463 24% 3%
Canada Tax Expenditure 61% 24% 40% 25% 5 6.53 60% 0%
Finland Tax Expenditure 55% 29% 35% 19% 10 12.57 29% 1%
Netherlands  Tax Expenditure 61% 31% 29% 16% 30 14.2 28% 2%
Benin labour share, wealth  46% 69% 47% MN% 141 2.77 6% -3%
Turkey labour share, wealth  39% 28% 52% 37% 4.07 10.47 74 4.07 1% 1%
Cameroon labour share, wealth  39% 61% 52% 35% 148 2.57 2020 7% 4%
Eswatini labour share 41% 48% 3.54 13.72 122 0.5 #NV #NV
Philippines labour share 43% 34% 45% 32% 102 2.56 26% 8%
Egypt labour share 36% 30% 48% 32% 1.80 4.40 87 2020 9% -4%
Morocco labour share 44% 45% 49% 31% 91 2.58 19% 12%
Poland labour share 49% 33% 38% 30% 6.72 12.14 21 2.1 17% -14%
Ghana labour share 41% 57% 49% 29% 1.33 3.55 128 1.12 1% -6%
S?I::)ire labour share 37% 72% 49% 28% 155 0.93 8% 2%
Nicaragua labour share 49% 41% 53% 28% 1.95 5.40 5.74 19% 13%
Guatemala labour share 44% 35% 53% 28% 1.34 4.90 105 2.72 1% 7%
Panama labour share 38% 38% 53% 28% 2.26 12.46 124 3.09 5% -4%
Bolivia labour share 44% 34% 53% 28% 1.09 6.74 71 1.23 12% 12%
Jordan labour share 42% 23% 48% 27% 1.32 2.30 54 9.55 10% 2%
Senegal labour share 41% 45% 48% 27% 17 5.49 2016 12% 8%
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ETR
capital
change
to 1994

WID ETR

Country Recommendation | labour |top 10% | top 10% capital
(income) | (income) | (wealth) 2017

Mauritius labour share 47% 32% 47% 27% 55 3.48 15% 4%
?:::i“a labour share 45%  66%  55%  27% 105 352 135 116 2% 5%
f;‘i’:lae labour share 2% 0%  47%  27% 153 25 9% 8%
Pakistan labour share 41% 42% 43% 26% 126 2.76 2016 21% 2%
Ethiopia labour share 42% 64% 45% 26% 1.70 2.26 144 2.74 14% 5%
Argentina labour share 46% 34% 47% 26% 5.88 16.92 32 2.61 18% 1%
Niger labour share 31% 88% 49% 25% 149 3.89 8% 3%
Bulgaria labour share 41% 33% 42% 25% 62 0.6 1% 1%
El Salvador labour share 45% 35% 43% 25% 1.52 6.84 59 35 12% 7%
Bangladesh labour share 43% 33% 42% 25% 107 2016 7% 3%
Guinea labour share 45% 73% 38% 25% 157 1.68 10% 2%
Mongolia labour share 36% 31% 43% 24% 46 1.55 9% -16%
Tunisia labour share 48% 38% 1% 24% 5.04 9.96 49 2019 16% -4%
Romania labour share 44% 28% 41% 24% 4.40 7.06 56 4.81 13% -9%
Mali labour share 41% 62% 45% 24% 129 2.54 12% 8%
papua NeW  labour share 0%  49%  46%  24% 133 016 2% 1%
Mauritania labour share 42% 48% 40% 24% 136 3.26 20% 7%
Armenia labour share 48% 32% 40% 23% 2.20 4.20 78 7.4 14% 1%
Albania labour share 46% 31% 34% 23% 2.4 5.23 76 5.28 16% 5%

Source: Full table available at www.netzwerk-steuergerechtigkeit.de/taxingbillionaires/

41


http://www.netzwerk-steuergerechtigkeit.de/taxingbillionaires/

FRIEDRICH-EBERT-STIFTUNG — HOW TO TAX A BILLIONAIRE — AN ADVOCACY TOOL AGAINST TAX PRIVILEGES FOR THE SUPER-RICH

ABBREVIATIONS AND ACRONYMS

CEQ Commitment to Equity Institute at Tulane University

GDP Gross domestic product

ILO International Labour Organization

IMF International Monetary Fund

ISBP Impuesto sobre los bienes personales (Argentine wealth tax)

ISORA International Survey on Revenue Administration

NGO Non-governmental organisation

RTF Red de Trabajo Fiscal (Colombian network for fiscal policy work)

SDG Sustainable Development Goal

TADAT Tax Administration Diagnostic Assessment Tool

UNAFISCO Associacdo Nacional dos Auditores Fiscais da Receita Federal do Brasil
(National Association of Tax Auditors Brazil)

UNRISD United Nations Research Institute for Social Development

WID World Inequality Database
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HOW TO TAX A BILLIONAIRE

An advocacy tool against tax privileges for the super-rich

%

Less inequality is necessary for sustain-
able development and stable democra-
cies. States play an important role in re-
ducing inequality. They do so through
pro-poor spending and regulation, but
also through taxes. On the other hand,
some taxes and even entire tax regimes
do not actually reduce inequality. Tax
privileges for the super-rich make many
tax regimes less progressive then they
could and should be. But because they
are difficult to capture in standard tax
data and tax regime analysis, they are
often overlooked. To adequately ad-
dress taxation of the super-rich addi-
tional research into these tax privileges
is necessary. Following the core narra-
tive of the Global Tax Evasion Report
2024 and based on experience from
Germany, the author proposes an easy-
to-do and easy-to-communicate advo-
cacy tool to fill this gap and tests it in
three countries.

%

His suggestion is to use a typical su-
per-rich individual and a real-world bil-
lionaire to illustrate the gaps and loop-
holes in the tax regime. Using a billion-
aire owning easy-to-trace assets such
as shares in a listed company that pub-
lishes detailed information on its profits
and taxation turned out to be the most
convenient way to go about this. Con-
structing a portfolio of a typical su-
per-rich and describing its taxation
proved more challenging but not less
interesting. For Germany the analysis
shows that both the billionaire and the
typical super-rich only pay about half of
the top income tax rate and about half
of the tax and contributions of an aver-
age employee and have managed to re-
duce their tax rate by more than half in
the last thirty years.
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In Argentina tax rates for the typical su-
per-rich are much higher than for the
average employee at least in theory, but
a list of exemptions puts this in question
in actual practice. In contrast, in Brazil
tax-free dividends and a simplified calcu-
lation of corporate profits already create
a huge difference in nominal tax rates in
favour of the super-rich.

A comprehensive 2 per cent wealth tax
would increase the tax rate of both the
Brazilian and the German billionaire to
approximately 50 per cent of their inco-
me, bringing it close to the rate of taxes
and social security paid on average wa-
ges in these countries.

Further information on the topic can be found here:
https://www.fes.de/themenportal-die-welt-gerecht-gestalten/
weltwirtschaft-und-unternehmensverantwortung/steuergerechtigkeit
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