Funding the Future

The problem of taxing wealth will have to be tackled lo...

Published: January 13, 2026, 7:49 am

The EU Tax Observatory has a new report on tax evasion out this morning.

Or, to be precise, they have a new report on tax evasion by the super-wealthy out this
morning because that is what the EU has funded them to look at.

In the Executive Summary, they note:

Over the last 10 years, governments have launched major initiatives to reduce international tax
evasion. These efforts include the creation of a new form of international cooperation long
deemed utopian — an automatic, multilateral exchange of bank information in force since 2017
and applied by more than 100 countries in 2023 — and a landmark international agreementon a
global minimum tax for multinational corporations, endorsed by more than 140 countries and
territories in 2021,

It is very odd that they ignore country-by-country reporting given no one else does. It is
true that if you are considering evasion rather than avoidance country-by-country
reporting is not a big deal as it was almost wholly focussed on avoidance, but so too is
the global minimum tax rate for multinational corporations, so this makes little sense.

However, as they then note:

We uncover positive evolution worth celebrating, but also setbacks, and major issues that
remain unaddressed.

* First, offshore tax evasion by wealthy individuals has shrunk. Thanks to the automatic

exchange of bank information, we estimate that offshore tax evasion has declined by a

factor of about three over the last 10 years. This success shows that rapid progress can
be made against tax evasion if there is the political will to do so.

s Sacond, the global minimum tax of 15% on multinationals, which raised high hopes in
2021, has been dramatically weakened. Initizlly expected to increase global corporate tax
revenues by close to 10%, a growing list of loophaoles has reduced its expected revenues
by a factor of 2 (and by a factor of 3 relative to a comprehensive minimum tax of 20%).

# Third, tax evasion — including grey-zone evasion at the border of legality — is increasingly
happening domestically. Global billionaires have effective tax rates equivalent to 0% to
0.5% of their wealth, due to the frequent use of shell companies to avoid income taxation.
To date no serious attempt has been made to address this situation, which risks
undermining the social acceptability of existing tax systems.

The decline in offshore tax evasion is what | would expect. Quite simply, the campaign
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for automatic information exchange from tax havens, which | and a few others led from
2005 onwards, worked. It took a lot of effort for about a decade but the results are now
seen.

The fact that the global minimum tax rate is not working is now down, in no small part,
to the active opposition to it from the current leadership of the tax justice movement
who, for their own political reasons (mainly aimed at undermining the Organisation for
Economic Cooperation and Development) have done all they can to discredit its actions
even though the OECD is the only organisation in the world with a chance on delivering
on this issue. | am baffled as to why these tax justice campaigners still have any
funders left.

Third, there is still tax evasion by the ultra-wealthy.

On this last issue, they note that overall the offshore tax problem has fallen,
dramatically:

Figure 1: The success of the automatic exchange of bank information
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Naotes: This figure reports the evolution of global household offshore financial wealth (expressed as fraction of
world GDP), and of untaxed offshore financial wealth in the central scenario detailed in chapter 1. In this scenario
27% of offshore financial wealth is untaxed in 2022, representing 3.2% of world GDP. Source: for global offshore
financial wealth, Souleymane Faye, Sarah Godar, and Gabriel Zucman (2023}, “Global Offshore Wealth 2001 —
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complete details.

But they add that the problem of taxing billionaires remains:

Figure 4: the tax deficit of billionaires
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They argue that this trend is because states still allow the wealthy to hold their assets
in personal companies, and that massively reduces their tax rates.

| agree, entirely. This is an issue. Tackling it is a driving force behind the Taxing Wealth
Report 2024.

There the similarity ends. | argue that the answer is to impose better taxes on the

income from wealth nationally. | have already demonstrated that if there is a £170bn
tax shortfall in the UK, as | think likely, more than £100 billion of it can be recovered by

actions in the UK targeted at the wealthy. | have more suggestions to make as yet.

The EU Tax Observatory do not agree. They suggest an international wealth tax, based
on the work of Thomas Piketty. They suggest that the revenue to be raised might be:

Revenue potential of a minimum tax of 2% on the wealth of billionaires in 2023 ($ billion)

Number Parearet e Revenue of
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Region

Europe 499 2,418 6.0 423

North America 835 4,822 24.1 723
East Asia 838 3,446 8.6 60.3
South & South-East Asia 260 991 2.5 17.3
Latin America 105 419 1.0 7.3
Sub-Saharan Africa 11 52 0.1 0.9
Middle-East & North Africa 75 182 0.5 3.2
Russia & Central Asia 133 _ 586 i 1.5 . 10.3
Total 2,756 12,916 44 214

Three things are worth saying.

The first is that there is no hope of such a tax happening. The international cooperation
required to deliver it does not exist, and will not exist. | would like to say otherwise, but
| just cannot see it. In an era where tax competition is still the norm the cultural change
required for this to happen is not present in most states, let alone between them which
is @ much further demand to make.

Second, as | have long argued, wealth taxes are nigh on impossible to collect because
whilst global and national estimates of aggregate wealth can be prepared in micro
detail, every single wealthy person will dispute the value placed on almost every asset
that they own, from a work of art, to a racehorse, to land, to jewellery, to the value of
the shares in a private company and trying to raise any tax at all will, as a result, be a
logistical nightmare that will tie up the court systems of countries for years. This is the
problem with all tax proposals by those who have never worked in tax.

Third, there is simply a better way to do this, as | am showing with the Taxing Wealth
Report 2024. In the UK alone, | can suggest ways to raise more than half the global
total that the EU Observatory is suggesting. In that case, if my methodology - which is
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based on deliverable tax changes - was extended, then very much more could be raised
- including from the super wealthy whose wealth holdings can be shattered open simply
by deeming the companies that they own to be transparent for tax purposes under
what are called ‘close company' rules, which | will write about in the Taxing Wealth
Report 2024 as soon as | can get the time to do so.

In summary, this report is useful, but the trajectory of thinking on how to solve this
problem that it proposes is, | suggest, wrong. The problem of tax abuse by the wealthy
has to be solved locally, not least because that is the place where the incentive to act
will exist, if it does at all.
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