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When discussing Tax Justice, tax could be seen as the technical part, but the justice part of it everyone can understand. And we know that the current situation is fairly unjust when a conservative estimate of $480billion are lost to global tax abuse every year, nearly the same amount estimated to be the Sustainable Development Goals’ financing gap! When inequality keeps increasing and over the last couple of years the richest 1% accumulates nearly twice as much wealth as the rest of the world put together.

Rather than technical, taxes are highly political. When the IMF keeps pushing for increasing VAT or sales taxes, for fiscal consolidation, another name for austerity, and debt repayment, they are prioritising the interest of investors and creditors over human rights (the interests of people and the planet). Regressive taxes, such as VAT or sales taxes, have negative consequences on women and low-income households, since they have to pay a higher proportion of their wealth or income than higher income households. Well-designed Corporate Income Taxes (CIT) or Personal Income Taxes (PIT), with scales that increase as the profits or income increase, (exempting those with low income and small businesses generating low or no profits), are much more progressive and what we all should be supporting. Other examples of progressive taxes are wealth taxes (which could raise up to $1.7 trillion per year) windfall taxes (which could raise up to $941 billion annually), etc. These taxes not only help to raise revenue to pay for public services and fulfil human rights obligations, but they also help redistribute wealth and opportunities, decreasing wealth inequalities and other social inequalities.  Progressive taxation can also help incentivise demand for sustainable and healthy products or activities, while disincentive unhealthy or toxic products or activities. Having a healthy tax to GDP ratio is also linked to higher levels of governance and democratic representation, since they contribute to strengthening the social contracts of paying taxes, getting public services, and the state’s fulfilling its human rights obligations. 
 
However, there is an ideological push for lower taxes, tax incentives, and a market-based economy. This ideology prioritises foreign investment as the best way to increase the GDP, disregarding its gender, climate or human rights impacts. Yet, the research, including papers from the IMF, show the harmful impact of tax incentives. At the annuals last year inn Marrakech, Kristalina Georgieva talked about the limited possibilities of development of countries that have a tax to GDP ratio below 15% (something argued by Piketty). Tax avoidance, legal but morally wrong, and tax evasion, legally wrong, have resulted in tax losses of nearly half a trillion US$ per year. The convoluted schemes that enablers such as lawyers, accountancy firms, banks and others come out with are rarely public, but a few scandals give a sense of the scale: Pandora Papers, Panama Papers, etc. 
 
For over a decade, the OECD has invested huge resources into fighting the Base Erosion and Profit Shifting to stop tax evasion and avoidance that lead to the undermining of countries’ abilities to grow. The promising Inclusive Framework “to level the playing field” (which started in 2016), with its two pillars, has been a historic missed opportunity. Not only the minimum corporation tax was reduced last minute from 25% to a ridiculous 15%, leading a new race to the bottom to attract foreign investment. It also adds the option of carve-outs for further tax exemptions. The urgent need to tax the digital economy, to ensure that companies such as Uber, Microsoft, Google, etc, pay taxes where the activities are carried out and profits are made, hasn’t been much more fruitful. The current agreement largely favours high-income countries, such as the US, where most of these corporations are headquartered. It establishes an arbitrary threshold of $750m in profits (which with the current schemes it’d mean that Amazon is exempt). Yet, even when the US has been behind most of these measures and is pushing every country to sign the agreement, the US is not doing it! Countries, especially low and middle income countries should think twice before ratifying this Inclusive Framework agreement that would lead to giving up their taxing rights to collect revenue from these corporations. The EU Tax Observatory estimates that the potential revenue gains (from implementing Pillar 1 Amount A) would be just “0.17% of current tax revenues for developing countries and 0.15% for developing and least developed countries”. That is why countries should consider alternatives, such as digital services taxes or withholding taxes that are estimated to generate similar or more revenues. 
 
Tax Justice groups saw their dreams come true when on behalf of the Africa group Nigeria tabled a resolution at the UN to cooperate in tax matters, “Promotion of inclusive and effective international tax cooperation at the United Nations.” Despite all the pressures not to table it, the resolution was adopted by consensus at the UN, without the need to vote. In November 2023, the adoption of the UN tax resolution to begin working on a UN Tax Convention by a landslide victory (125 vs 48 votes) allows all countries to participate on an equal and inclusive footing on tax cooperation. Most of the OECD countries voted in against, but they didn’t get enough votes because they are a minority at the UN. And this is the key: most of the global tax rules and decisions are dictated by a few countries in the G20. Over the years the OECD has played this global role, while seeking to advance the economic prosperity of its members. At the UN, countries have equal footing, one country, one vote (instead of votes based on economic contributions). At the UN, low- and middle-income countries represent the majority, and they want a fair system where their voices are heard. The United Nations offers a structure to negotiate international systems change, on a level playing field, and crucially involves the whole world, not only the OECD’s wealthier nations. Moving leadership on global tax to the UN, where global membership, public transparency, legal frameworks and technical expertise are available, would provide a more viable forum for securing effective tax solutions.




