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Executive summary

This report, commissioned by the Brazilian G20 Presidency ahead of the July 2024 G20 Finance Ministers
and Central Bank Governors meeting, contributes to discussions on the role of tax systems in addressing
inequality. Largely drawing upon research on OECD countries, it explores how tax systems can mitigate
or exacerbate inequality with a focus on the distribution of income and wealth and identifies scope for
potential reform. It zooms in on the specific tax policy and compliance challenges associated with taxing
high-net-worth individuals (HNWIs), some of which have a cross-border dimension.

Persistent income inequality and the rising concentration of wealth at the highest end of the distribution
have strengthened calls for tax policy action to mitigate inequality and support more inclusive growth. Some
countries, in particular middle-income countries, have seen declines in income and wealth concentration
at the top, but overall inequality has persisted and the share of wealth held by the top 0.001% globally has
risen markedly. These trends are drawing more focus on policies to address these disparities and
heightening the interest in tax policies as essential tools — alongside others — to address inequality and
support inclusive growth.

Strengthening progressivity through domestic tax systems can take the form of setting more progressive
tax schedules, broadening the bases of progressive taxes, and reducing scope for tax arbitrage. In
particular, differential tax treatment of different types of income and assets can reduce the progressivity
and efficiency of tax systems and encourage shifts in favour of those that are less taxed. Examples include
the favourable tax treatment of capital income compared to labour income and the favourable taxation of
asset classes held primarily by wealthier households. This suggests scope to enhance progressivity,
though any tax reform should also take account of incentives to work, save and invest, and ultimate
implications for economic growth.

In low- and middle-income countries, pre-tax inequality tends to be high and tax and benefit systems often
do little to mitigate it. This is primarily due to limited revenue mobilisation, which strongly constrains their
capacity to deliver redistributive policies. Improving equity calls for increasing overall tax revenues,
including by boosting economic growth, bolstering the formal economy, and strengthening enforcement to
prevent tax avoidance and evasion.

Within the tax and inequality debate, there also has been an increasing focus on HNWIs. They are a
diverse group (e.g. HNWIs, very-HNWIs and ultra-HNWIs)', and evidence suggests that effective tax
burdens decline at the very top. This is primarily attributable to lower statutory tax rates as well as
exemptions and deductions for categories of income and assets typically held by HNWIs. In addition,
variations in tax rates and tax benefits across jurisdictions, coupled with greater capacity for international
mobility, may increase opportunities for aggressive planning both at the domestic and international level.
Tax evasion and ineffective tax enforcement can further exacerbate disparities in tax burdens, though

" The term HNWIs refers broadly to individuals at the top of the income and wealth distributions, although different
thresholds are commonly applied (e.g. USD 1 million for HNWIs, USD 5 million for very-HNWIs and 30 million for ultra-
HNWIs, see section 0).
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much progress has been achieved to address tax evasion through the widespread adoption of international
tax transparency standards.

International tax collaboration can empower countries to more effectively implement their domestic tax
policies. Progress in international tax transparency — in particular with the Common Reporting Standard —
has significantly strengthened the effectiveness of domestic taxation and gives governments new scope
to tax capital. The Crypto-Asset Reporting Framework (CARF) will bring a similar level of transparency to
crypto-asset markets, with automatic exchanges of information expected to start in 2027. Further progress,
such as by enhancing tax transparency in real estate, improving beneficial ownership transparency, and
through capacity building, is underway.

Overall, policy interest in addressing inequality leveraging progressive tax policies, including relating to the
taxation of HNWIs, is increasing. This has been driven by a number of factors including views on the need
to reduce inequality and the role of tax in it, and awareness that revenue raising capacity and the need to
finance sustainable development requires considering the distribution of tax burdens.

To help inform domestic policy options and identify opportunities for further international tax co-operation,
it will be important to continue analysing vulnerabilities in existing domestic and international tax systems
that could exacerbate inequality and limit the potential for inclusive growth. This requires a better
understanding of how countries’ varying circumstances and objectives can influence the effectiveness of
domestic tax policies. Furthermore, there could be room to build on areas in which international co-
operation has already made a difference — most notably co-operation on international transparency — and
explore the scope and desire for additional co-operation to enhance the effectiveness of domestic policies.
In this regard, significant work is already underway at the OECD and other fora. Building on the existing
body of work and ongoing initiatives could help inform and accelerate countries’ potential policy responses
and enhance their ability to achieve positive outcomes.

This report is divided into four sections. Section 1 presents data on income and wealth inequality and
discusses the general interactions between tax systems and inequality. Section 2 examines how specific
tax policies can mitigate and sometimes exacerbate inequality, highlighting scope for domestic tax reform.
Section 3 focuses on the taxation of HNWIs. Finally, section 4 summarises key observations and suggests
opportunities for potential further work and international collaboration.

TAXATION AND INEQUALITY © OECD 2024
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_1Inequality and the role of taxation

Interest in the role of tax systems in addressing inequality has increased in recent years. This
interest has been driven by concerns about high income and wealth inequality in several countries. Tax
systems directly and indirectly affect inequality and are among the key policy tools that governments can
use — in conjunction with other policy tools — to reduce disparities and support more inclusive growth. The
equitable distribution of tax burdens is also a key consideration for countries as many seek to meet growing
public revenue needs.

1.1 Inequality levels and trends

Income tends to be concentrated at the top of the distribution, though to varying degrees across
countries. The share of disposable income earned by the top 10% of households? 3 ranges from 21.4%
(Netherlands, 2021) to 43.5% (Colombia, 2022) for the countries shown in Figure 1. Some countries
experienced increases in the concentration of income in the top decile from 1995, although in many
countries the change was modest. The largest increase occurred in Denmark, where the top 10% income
share rose by 4 percentage points from 1995 to 2021, albeit from the initially low level of 19.8%. Of the
countries shown, a larger number saw decreases in top income shares, with particularly large reductions
in many middle-income countries. The largest reduction occurred in Bolivia, where the top 10% share
declined by 15.1 percentage points between 1997 and 2021.

2 Different indicators measure inequality, including the Gini coefficient and the concentration of income and wealth
within certain population sub-groups. This section examines inequality at the top of the income and wealth distributions
by focusing on top income and wealth shares.

3 Several methodological challenges emerge in measuring inequality. These may include sampling biases (when using
surveys), choice of income definition (e.g. before or after redistribution), assumptions surrounding indirect methods to
estimate income (e.g. distributional national accounts) and wealth (e.g. capitalisation method). While estimates for
some countries are very precise (e.g. US, France), the data available in many others is too limited to construct fully
accurate series, according to the World Inequality Database (WIL, 202466). The continued accessibility and
enhancement of tax data as well as further refinement in reconciling tax and survey data are essential to more
accurately measuring inequality.

4 Countries were selected to represent a diversity of geographical regions and stages of development, subject to data
availability.
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Figure 1. Top 10% disposable income share in selected countries, 1995 and 2022
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Note: The chart shows the share of income received by those in the highest income decile. Income is measured using disposable income,
defined as the sum of labour and non-labour income (including transfers) minus taxes and contributions. Some countries may have fewer years
of available data. The observations for Korea span a shorter time period than for the other included countries, with the earliest data point being

from 2006 and the most recent one from 2016.

Source: World Bank Poverty and Inequality Indicators Database (The World Bank, 2022;1))

Wealth is concentrated at the top in many countries. Figure 2 shows that the share of net personal
wealth owned by the top 1% of individuals ranges from just below 15% to above 50% across the selected
countries. Among the countries shown, South Africa had the highest level of wealth concentration, with the
top 1% of the wealth distribution owning 54.4% of all net personal wealth in 2022. At 13.1%, the
Netherlands had the lowest top 1% wealth share in 2022. Trends in wealth concentration have varied
between countries over the past two decades, both in terms of the size and direction of change.
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Figure 2. Top 1% wealth share in selected countries, 1995 and 2022
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Note: The top 1% share refers to the wealth owned by the top 1% of the wealth distribution, divided by the total for the entire population. The
measure of wealth used in this chart is net personal wealth defined as the sum of non-financial and financial assets (housing, land, deposits,
bonds, equities, etc.) held by private individuals, net of their debts.

Source: World Inequality Database (Alvaredo et al., 20222))

Global wealth concentration at the very top of the distribution has increased. For instance, the
estimated share of wealth held by the wealthiest 0.001% globally more than doubled between 1995 and
2022, rising from around 3.3% to 6.9% (Figure 3). The bottom 50% share of global personal wealth, on the
other hand, increased very slightly from the low starting point of 1.3% in 1995 to 1.9% in 2022. In 2022,
the top 1% of the global wealth distribution owned around 20 times more wealth than the bottom half of
the distribution, while the top 0.001% alone owned more than three times as much as the bottom 50%
(Alvaredo et al., 2022)). Data discussed in section 3 also shows a substantial rise in the number of HNWIs
and their wealth holdings.
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Figure 3. Shares of global wealth held by the bottom 50% and the top 0.001%
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Note: The top (or bottom) x% share refers to the wealth owned by the top (or bottom) x% of the wealth distribution, divided by total global wealth,
calculated based on countries with available data. Methodological detail on global wealth calculations is available at Bajard et al. (2022;3]). Net
personal wealth is defined as the sum of non-financial and financial assets (housing, land, deposits, bonds, equities, etc.) held by private
individuals, net of debt.

Source: World Inequality Database (Alvaredo et al., 2022); chart reproduced from Chancel et al., (2022y))

Overall, income inequality is persistent and the concentration of wealth at the highest end of the
distribution has been increasing. While some countries, in particular middle-income countries, have
seen declines in income and wealth concentration at the top, inequality persists in many countries and the
share of wealth held by the top 0.001% globally has been rising.

While income and wealth inequalities often receive the most attention, other forms of inequality
exist. Despite progress in recent decades in many countries, gender disparities remain prevalent (OECD,
20175;; World Economic Forum, 2023(¢)). There are also shortcomings in equality of opportunity, i.e. in the
extent to which individuals have an equal chance to succeed in life regardless of circumstances outside of
their control (OECD, 20227). Additionally, there are inequalities between generations and significant
regional disparities, especially between urban and rural areas (Cattaneo et al., 2022(s;; Cournéde and
Plouin, 2022;q); Eurostat, 2015p105; Young, 201311;). These other forms of inequality are also relevant when
discussing the role of tax systems.

1.2 The role of tax systems in reducing inequality

Tax is an important policy tool, among others, for governments that wish to address inequality. A
broad array of policy tools can help mitigate inequality. Non-tax policies including the removal of barriers
to labour market participation, minimum wages, and in-kind social transfers such as education and
healthcare are essential to reducing inequality, especially at the lower end of the income distribution.
Competition policies that reduce market power can also help mitigate rising wealth concentration at the
top (Ennis, Gonzaga and Pike, 2019[12)). Tax measures can complement these policies. Tax policy can
influence inequality across the income and wealth distributions, including at the higher end where other
policy tools may have more limited reach.

TAXATION AND INEQUALITY © OECD 2024
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Tax systems influence inequality through various channels (Figure 4). First, taxes directly affect the
post-tax distribution of income and wealth. Progressive personal income taxes (PIT) are the most
commonly used tax tools to directly reduce income inequality, though reliance on PIT varies significantly
across countries and is comparatively limited in low- and middle-income countries (Figure 5). Another
major channel, often the largest, through which taxes reduce inequality is by generating revenue for
redistributive public expenditure (e.g. social transfers).® This highlights the importance of considering public
spending when evaluating the overall progressivity of fiscal policy. Tax revenue collection varies across
countries, implying significant heterogeneity in the scope for tax systems to fund expenditure, including for
efforts to reduce inequality (Figure 6). Lastly, taxes can affect pre-tax inequality through the incentives they
create to work, save, or invest. Assessing the impact of tax systems on inequality requires considering all
these channels.

Figure 4. Channels through which tax systems affect inequality

Direct impact on Funding public Impact on pre-tax
post-tax inequality expenditure inequality

*e.g. through *e.g. social transfers *e.g. through
progressive personal and other public incentives to work,
income (and wealth) expenditure (e.g. save and invest
taxation education, health,

other taxes (e.g. unemployment) that
indirect taxes) affect reduce inequality
the post-tax (e.g. ofincome,
distribution of wealth, opportunity)
income

5on average in OECD countries, around three-quarters of the reduction in inequality from market to disposable
incomes occurs through transfers. Personal income taxes and social security contributions (SSC) account for the
remaining quarter of redistribution (Causa and Hermansen, 2019ss)).
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Figure 5. Average composition of tax revenues in different groups of countries

Average tax structure in Africa (33), Asia-Pacific (29), LAC (27), OECD and developing economies, 2021
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Note: Developing economies (76) include those in the Global Revenue Statistics database that are defined as “low income" (11), "lower-middle
income" (33) and "upper-middle income" (32) economies according to the World Bank.
Source: OECD Global Revenue Statistics (database) (OECD, 2024;13)).
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Figure 6. Average tax-to-GDP ratios in different regions

Average tax-to-GDP ratios in Africa (33), Asia-Pacific (29), LAC (27), OECD, and developing economies, 2000, 2010
and 2021
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income" (33) and "upper-middle income" (32) economies according to the World Bank.
Source: OECD Global Revenue Statistics (database) (OECD, 202413)

1.3 Growing calls for action on tax and inequality, including the taxation of high-
net-worth individuals

High and persistent income and wealth inequality may have negative social and economic
consequences. Income and wealth inequality tend to persist across generations and can be an obstacle
to social mobility (OECD, 201814;). Income inequality has also been found to have a negative effect on
populations’ well-being and health outcomes (Pickett and Wilkinson, 201515)). Some research has also
suggested that wealth and income inequality may weaken economic growth (OECD, 2015pg); Stiglitz,
2015p7;; Berg et al., 20181g)), although the relationship between inequality and economic growth is still
subject to debate (Baselgia and Foellmi, 2022}19)).

Tax policies that are perceived as equitable can enhance tax morale. Tax morale, or the intrinsic
motivation to pay taxes, is crucial to a tax system (OECD, 2019;201). While several factors influence tax
morale (e.g. quality of public services, trust in government), some studies emphasise the importance of
perceptions of fairness (Besley, Jensen and Persson, 2023/21]) and progressive taxation in the willingness
to pay tax (Doerrenberg and Peichl, 201322;; Hoy, 202323]). Evidence of lower effective taxation among
HNWIs may be viewed as a source of tax inequity and negatively affect tax morale (Dom et al., 2022;24)).
Ensuring an equitable distribution of tax burdens along the income and wealth distributions could thus
contribute to strengthening tax morale and voluntary tax compliance.

TAXATION AND INEQUALITY © OECD 2024
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Ensuring an equitable distribution of tax burdens may be important given rising fiscal pressures.
Public revenue needs are significant and expected to rise in many countries® in the face of structural
challenges, including population ageing and climate change adaptation and mitigation. Additional revenues
are also needed to support progress towards the Sustainable Development Goals (SDGs), with the current
SDG financing gap estimated to be up to USD 4 trillion per year (United Nations, 202425)). Failure to
enhance the effectiveness of top income and wealth taxation could not only affect perceptions of fairness
but also exacerbate revenue gaps.

Recent years have seen tax reforms designed to enhance progressivity and address inequality. For
instance, the OECD Tax Policy Reforms report, which tracks tax reforms in 90 jurisdictions, shows an
increasing focus on raising top PIT rates to boost government revenue and enhance progressivity (OECD,
20221261; OECD, 20231277); in 2022 and 2023, several countries increased their top PIT rates and introduced
additional tax brackets for high-income earners. In some countries, these reforms were complemented by
measures aimed at reducing the tax burden on low- and middle-income earners.

Progress in international tax transparency has significantly enhanced the effectiveness of
domestic taxation and increased countries’ scope to tax capital. In particular, the broad-based
adoption and implementation of the international standards on the exchange of information, through the
collective efforts of the 171 members of the Global Forum on Tax Transparency and Exchange of
Information for Tax Purposes, has led to the end of bank secrecy and has been a game changer in enabling
enforcement of domestic taxation of HNWIs. Progress on international tax transparency also gives
governments greater domestic tax policy space to tax individuals’ capital income and assets by
substantially reducing risks of tax evasion.

There have been calls for action to reduce inequality at the top end of the distribution. These have
come from governments in high-, middle- and low- income countries, NGOs, some academics, and some
HNWIs.” More recently, the increasing mobility of individuals and the rise in concessional tax regimes
targeting high income and wealth individuals (Godar, Flamant and Gaspard, 202125)) have raised concerns
about escalating personal tax competition across countries, prompting some to advocate for enhanced
international coordination in this area (see, for example, Zucman (202429))).

6 According to long-term OECD projections from 2021, in the absence of policy reforms, the median OECD country
would need to increase structural revenue by 8 percentage points of GDP by 2060 to stabilise public debt levels while
maintaining current benefit and public service levels (Guillemette and Turner, 20211607).

7 E.qg. https://patrioticmillionaires.org/ ; WAS WIR TUN (taxmenow.eu)
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Z Tax policy and inequality: issues
and opportunities for reform

There is significant scope for domestic tax reforms to reduce inequality and support more inclusive
growth. Recent analysis shows how labour income taxes, capital income and wealth taxes, as well as
indirect taxes affect inequality and can in some cases exacerbate it. This highlights the importance of
careful tax policy design. It also suggests that there are various options available to governments wishing
to reduce inequality through their tax systems, though country context is key. In particular, low- and middle-
income countries face distinct challenges to mobilising resources to reduce inequality. Policy makers must
also carefully weigh the trade-offs of different policy options, such as balancing equity and efficiency
objectives. This section primarily draws on recent OECD research, which focuses largely on OECD
countries, as well as on other studies covering a broader range of countries.

2.1 Labour income taxes

Labour income taxes are a common tool to reduce income inequality. Progressive labour income
taxation is an important mechanism through which governments can reduce income inequality (Blanchet,
Saez and Zucman, 202430; World Bank, 2022311). At the same time, high labour income taxes may
generate efficiency costs by reducing incentives to work and invest in human capital, and negatively affect
pre-tax inequality (Brys et al., 2016;32). Governments typically seek a balance between these efficiency
and equity considerations.

Labour income tax rates and progressivity vary widely across countries. Figure 7 shows net average
personal tax rates (the share of gross wage earnings that is paid in personal income taxes and social
security contributions (SSCs) after cash benefits).? It shows that employees earning the average wage
faced rates ranging from 0% in Colombia to 39.9% in Belgium in 2023. While labour income taxes are
almost always progressive, mirroring PIT rate schedules, the degree of progressivity varies across
countries. For example, Figure 7 shows large cross-country differences between tax burdens on
employees earning the average wage and those earning five times more. Across countries, the
progressivity of labour taxes has generally been found to be greater at lower income levels, levelling off as
incomes rise (OECD, 20133)). This is largely because means-tested tax reliefs aimed at low earners taper
as earnings increase, while SSCs are often capped, which limits progressivity at high earnings levels.

8 Most countries also levy employer SSCs, which are at least partly borne by employees (Bozio, Breda and Grenet
(2019p163)); Deslauriers et al., (2021p1677); Melguizo and Gonzalez-Paramo (2013p1e4)); Saez, Schoefer and Seim
(2019p1651))
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Figure 7. Levels and decomposition of net personal average tax rates, 2023
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Note: Data shown refer to a single worker earning the average wage and five times the average wage, without children. Net average personal
tax rates show the share of gross wage earnings that is paid in personal income taxes and SSCs after cash benefits.

Source: Taxing Wages 2024 (OECD, 202434)), information on the average wage for Brazil have been retrieved on Sistema IBGE de Recuperacéo
Automatica — SIDRA.

Labour income taxes can discourage female workforce participation. Taxing Wages 2024 shows that
second earners in married couples without children face higher net personal average tax rates than single
workers when they take up work across a majority of OECD countries (OECD, 202434)). In a context where
the vast majority of second earners are women,® this is likely to affect their incentives to take up
employment. Fiscal disincentives for second earners are larger in countries where taxation occurs at the
household level or in countries with individual-level taxation where tax reliefs are nonetheless computed
at the household level. Marginal tax rates also tend to be higher for part-time workers than full-time workers
in OECD countries, a phenomenon that is likely to disproportionately affect the labour incentives of women,
who are three times more likely than men to work part-time (Harding, Paturot and Simon, 202235)).

Targeted measures such as earned income tax credits (EITCs) can support labour market
participation and strengthen progressivity at the bottom of the income distribution. EITCs reduce
tax liabilities for low-income workers, providing incentives to engage in the labour market. Such measures
may also reduce gender inequalities as second earners tend to be more responsive to labour tax changes
(Blundell, Bozio and Laroque, 201136])). However, while the design of EITCs can improve labour market
participation and reduce poverty, they may carry high fiscal costs or lead to low-income traps from high
marginal tax rates due to EITC withdrawal (Brys et al., 201637;; Blundell, Bozio and Laroque, 201136)). A
large body of academic literature finds that EITCs have had positive impacts on labour market participation
and in-work poverty (see, for example, Nichols and Rothstein (20153s;); Hoynes and Patel (201739);
Bastian (2020u0;)), though some studies question the positive impact of EITCs (e.g. Kleven (20241))) or

° For instance, in almost all OECD countries, more than 75% of second earners are women.
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suggest their effectiveness depends on country context (Bloemen and Stancanelli, 20072;; Arnaud,
Cochard and Junod-Mes, 200843).

Tax systems may induce shifts between different forms of employment where these are taxed
differently. A recent OECD study finds that differences in applicable SSCs and deductions across
standard employment and self-employment, for example, can create tax arbitrage opportunities (Milanez
and Bratta, 2019u4)). Differential tax treatment can reduce the efficiency of tax systems by distorting the
choice of employment form. It can also reduce horizontal equity by imposing different tax burdens on
individuals earning similar levels of incomes, even though some tax-advantaged forms of employment may
not benefit from as much social protection as standard employment.

2.2 Personal capital income and wealth taxes

Given the concentration of capital income and wealth, their tax treatment can significantly affect
inequality. As discussed in section 3, HNWIs receive a large share of capital income, reflecting a highly
concentrated distribution of assets. The taxation of capital income and wealth therefore significantly
influences the progressivity of tax systems. Governments typically need to balance progressivity with other
objectives (e.g. promoting savings and investment) when designing and implementing taxes on capital
income and wealth.

In many countries, capital income receives more favourable tax treatment than labour income.
Recent OECD analysis reveals that dividends and capital gains are taxed preferentially compared to wages
in most OECD countries. Figure 8 shows that, when comparing the overall share of tax on labour income
and dividends, the tax paid is relatively higher for labour income than for dividend income, even when
considering combined taxes levied at the individual level and those paid by firms. This is often driven by
lower tax rates applying to capital income as well as exemptions and other reliefs. However, there is wide
variation across countries in whether and the extent to which capital income is tax-preferred compared to
labour income. Large gaps between labour and capital income taxation significantly reduce horizontal
equity, as similar levels of income end up being taxed differently, as well as vertical equity, given the
concentration of capital income at the top. They also encourage income shifting behaviours among owners
of closely-held businesses (see section 3).
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Figure 8. Differences in the total tax burden on labour (wages) and capital (dividends)
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Note: The chart shows the difference in the share of labour income and capital income that is payable in tax at the combined firm and personal
levels of taxation. The taxation of a full-time wage earner illustrates the taxation of labour, while the taxation of dividend income illustrates the
taxation of capital. The chart shows the taxation payable as a percentage of total labour costs for wage income or pre-tax distributed profits for
dividend income. The results rely on hypothetical incomes calculated at five times the average wage, and do not show effective tax rates across
the actual income distribution. Further methodological detail and a discussion of the results are available at Hourani et. al., (2023ps)).

Source: Hourani et. al., (2023u5)

The taxation of household savings is often highly heterogenous across types of assets and can be
regressive. Marginal effective tax rates vary widely across asset types'®, and current tax systems often
favour the savings of households that are financially better-off across a range of OECD and G20 countries
(OECD, 2018u6)). For example, poorer households tend to hold a significantly greater proportion of their
wealth than richer households in bank accounts, which are typically highly taxed, whereas richer
households tend to hold a greater proportion of their wealth in investment funds, pension funds and shares,
which are all often taxed relatively lightly. This suggests that a more homogenous tax treatment across
types of household savings could simultaneously enhance efficiency — by reducing distortions between
asset types — and equity.

Property taxes tend to be under-utilised. Property taxes generally represent a relatively small share of
tax revenue in most countries (Figure 5), despite having been found to be among the least distortive taxes
for long-run growth in GDP per capita (Johansson, Heady and Matthias, 2008447;). They can also be

10 Marginal effective tax rates (METRs) on savings show the difference between the pre-tax and post-tax rates of
return, divided by the pre-tax rate of return (OECD, 2018461). METR modelling incorporates the impact of a wide range
of taxes and tax design features into a single indicator, making it possible to compare the tax payable on an additional
currency unit across a range of potential household savings vehicles.
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designed in ways that enhance the progressivity of tax systems (OECD, 2022ug)). In practice, however,
several tax design features tend to reduce their efficiency, equity and revenue-raising potential. In
particular, many countries rely on significantly outdated property values for tax purposes (OECD, 2022g)).
In low-income countries, the role of property taxes is even more limited, with many countries struggling to
have complete registers of taxable properties (OECD, 202149)).

Inheritance taxes generally play a minor role in tax systems, and their design has often limited their
progressivity, efficiency and revenue-raising capacity. Inheritance taxes are levied in many countries,
but they typically generate limited revenues. In OECD countries, for instance, while a majority of countries
levy them, they account on average for only 0.5% of their total tax revenues. This is largely because
inheritance taxes are levied on narrow tax bases, with large asset classes benefitting from tax relief (OECD,
2021507). Additionally, existing inheritance and gift taxes often provide opportunities for tax planning, for
instance through in-life giving, which benefits from preferential tax treatment in many countries. Overall, in
addition to reducing revenues, these inheritance tax features reduce progressivity and introduce additional
complexity.

Countries’ experiences with wealth taxes have differed and the number of wealth taxes, at least in
high-income countries, has declined. Recurrent net wealth taxes were more common in the past, with
for instance a dozen OECD countries levying such taxes in 1990 against only four today. In general, the
revenues raised from these taxes were low, with the exception of Switzerland which still collects around
4% of its total tax revenues from wealth taxes (OECD, 202413)). Low revenues were largely the result of
narrow tax bases, with a number of assets benefitting from preferential tax treatment, which also reduced
their progressivity. Furthermore, wealth taxes were often levied on relatively moderate levels of wealth,
generating liquidity issues for some households. They were also relatively easy to avoid and evade, and
other issues more inherent to wealth taxation — such as the regular valuation of assets — made their
implementation difficult (OECD, 2018s1; Perret, 2021s2)).

2.3 Corporate income taxes

Declines in corporate income tax (CIT) rates and the narrowing of CIT bases have led to widespread
low effective tax rates. Intensifying international tax competition has contributed to a decline in CIT rates
worldwide, which are now at historic lows (OECD, 2023s3)). More countries are exempting foreign-source
dividends, reducing the taxation of cross-border income (Matheson, Perry and Veung, 2013s4)). In addition,
the use of tax incentives to attract mobile income has increased (Celani, Dressler and Wermelinger,
2022;55; Gonzalez Cabral et al., 2023;s6); Klemm and Van Parys, 2012is7;; PCT, 2015(s8)). A large body of
evidence also points to high levels of tax avoidance in recent decades (Beer, de Mooij and Liu, 2020;sgj;
OECD, 201507). While empirical evidence has highlighted the impacts of the Base Erosion and Profit
Shifting (BEPS) project in reducing aggressive tax avoidance by multinational enterprises, large shares of
corporate income have been subject to low effective tax rates over recent years (Hugger, Gonzalez Cabral
and O’Reilly, 20231)).

CIT supports overall tax progressivity. Capital income and business ownership are concentrated among
HNWIs (see section 3.2), and evidence suggests that CIT is at least partly borne by owners of corporations
(Fuest, Peichl and Siegloch, 2018s2;; Ohrn, 20233)). CIT also performs an important backstop function
with respect to PIT, by reducing individuals’ opportunities to avoid or reduce their PIT burdens by
incorporating their business and altering the form or timing of their income (Smith et al., 2019s4)). Specific
evidence from the United States also suggests that CIT may be the only tax levied on some capital income,
since owners of capital are increasingly tax-exempt entities or structures such as pension funds, non-
profits, and foreign investors (Rosenthal and Mucciolo, 2024s); Grubert and Altshuler, 2016e6;; Gravelle,
2022i671). However, the decline in CIT rates has reduced the backstop function of CIT, and evidence
suggests that widening PIT-CIT gaps have contributed to rising levels of incorporation in a number of
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countries (see de Mooij and Nicodéme (2008ss)); Lejour and Massenz (2020is9)); Tazhitdinova (2020(70})).
Ultimately, low CIT rates can reduce the revenue-raising capacity of PIT and the progressivity of tax
systems (Zawisza et al., forthcomingz1;).

The global minimum tax can strengthen overall tax progressivity. The taxation of cross-border income
via PIT is constrained by lack of information on assets not covered by international tax transparency
standards and by avoidance strategies including offshore indirect transfers (Menkhoff and Miethe, 2019(72;
PCT, 202073)). Corporate tax avoidance can also impact pre-tax inequality, with some evidence suggesting
that higher levels of tax avoidance are associated with higher CEO pay and reduced wages for other
employees (Alstadsaeter et al., 202274; Alstadsaeter et al., 202375; Souillard, 2020(7g)). In this context, the
global minimum tax can support tax progressivity by raising effective tax rates on large multinational
enterprises, limiting tax avoidance, and limiting downward pressure on statutory CIT rates (Hebous and
Keen, 202377;; Hugger et al., 20247s)).

Figure 9. Composition of businesses by tax regime, selected OECD countries, 2000 and 2020
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CIT can be particularly important in supporting progressivity in low- and middle- income countries.
While CIT revenues as a share of GDP are similar amongst low-, middle-, and high-income countries, PIT
revenues as a share of GDP are markedly different (OECD, 202413)). The taxation of personal income
remains challenging for many low and middle-income countries, due to high levels of informality, low tax
morale, lower wages on average, and limited administrative capacity. The function of CIT in supporting
progressivity is even more important where PIT revenues are low. Moreover, effective corporate taxation
can support domestic resource mobilisation, which can help address inequality in other ways, including
through spending policies.
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2.4 Indirect taxes

Indirect taxes affect distributional outcomes. Evidence on the distributional effects of value added taxes
(VAT) indicates that, in high-income countries, VAT is slightly regressive when measured as a percentage
of current income but either proportional or slightly progressive when measured as a percentage of current
expenditure (which is often considered preferable)'!, (OECD/KIPF, 20149)). However, even a proportional
or slightly progressive VAT may push some households into poverty (Thomas, 2020;s0;), which emphasises
the importance of compensating poor households for their loss in purchasing power from paying VAT.
Similar findings carry over to low- and middle-income economies (Warwick et al., 2022jg1;), but VAT tends
to be more progressive in countries with high informality as poorer households are disproportionately likely
to purchase goods and services from the informal sector (Bachas, Gadenne and Jensen, 2023s2)).

Cushioning the adverse impacts of VAT on lower-income households may be done best through
transfers. VAT rate reductions may not be fully passed on to consumers through lower prices (Benedek
et al., 2020;s3;; Benzarti et al., 2020(s4;; Fuest, Neumeier and Stohlker, 2024ss5)). OECD research also finds
that direct cash transfers are typically more effective in supporting low-income households than reduced
VAT rates or exemptions that provide greater absolute benefits to high-income households (OECD/KIPF
(2014791); Thomas (2020is01)). The potential benefits from preferential VAT rates on basic goods are limited
for low-income households in developing economies because a large share of their expenditure occurs in
informal markets. Even when targeted benefit schemes are unavailable or limited in scope (e.g. in some
developing economies), universal transfer schemes can deliver larger benefits to poorer households than
reduced VAT rates or exemptions for the same fiscal cost (Warwick et al., 2022js1;).

The incidence of taxes on energy use and carbon pricing'? varies with socio-demographic
characteristics including income. The distributional impacts vary across countries and depend on many
factors, including household consumption patterns and associated carbon intensity as well as the coverage
and level of carbon prices. There is evidence that the regressive impacts of carbon taxes and fuel excise
taxes relate mostly to electricity consumption, followed by heating fuel use. Taxes on transport fuels are
not always regressive, reflecting more widespread car ownership in higher income deciles, particularly in
middle-income countries (Flues and Thomas, 2015(s¢)). Carbon prices from emission trading systems
(ETSs) generally result in regressive impacts by increasing the prices of necessities such as food, clothing
and education (Elgouacem et al., 2024 [forthcoming]s7;). Carbon pricing may also differentially affect urban
and rural households (Flues and Thomas, 2015;e;; Causa and Hermansen, 2019ss); Elgouacem et al.,
2024 [forthcoming]s7)).

Accompanying measures can mitigate regressive impacts or loss in purchasing power from carbon
pricing. Such measures include direct transfers to households (OECD, 20229)). Evidence on the use of
revenue from carbon taxes (Marten and Van Dender (201990;); Elgouacem et al. (2024 [forthcoming]s7)
shows that it is generally targeted to households based on their income or other characteristics, e.g. their
location. Addressing the impacts of carbon pricing on real incomes can reduce public resistance to it. For
instance, public support depends in part on respondents’ perceptions of burdens on lower-income
households (Dechezleprétre et al., 202291}). Revenue use from carbon pricing can also influence support

" As has been highlighted by various authors, a key problem with the income-based approach is that it fails to account
for savings behaviour. More specifically, it ignores the fact that income that is saved in the current year will still incur
VAT when it is eventually consumed. Similarly, current expenditure, and the VAT incurred on it, may have been funded
from income earned in a previous year. Because savings rates tend to increase with income, this biases income-based
VAT burden results downwards at higher income levels (Thomas, 2020;161)).

21n OECD analysis, carbon pricing is captured by the Effective Carbon Rate (ECR) indicator, which includes explicit
carbon pricing instrument like carbon taxes, ETS permit prices and implicit carbon pricing such as via fuel excise taxes
(OECD, 2023[1621). The latter are considered carbon prices as they levy a tax on a base that is directly proportional to
greenhouse gas emissions.
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from households and firms (Flues and van Dender, 2020j92]). However, reserving part of the revenues from
higher carbon prices to reduce adverse impacts on households or businesses limits the potential of these
instruments to enlarge fiscal space.

2.5 Challenges in low- and middle-income countries

Many low- and middle-income countries need to mobilise additional resources to finance spending
to support growth and reduce inequality. In low- and middle-income countries, pre-tax inequality tends
to be high and tax and benefit systems often do little to mitigate it (Bachas, Jensen and Gadenne (2024 93)).
This is primarily because many low- and middle-income countries collect comparatively limited revenue
(Figure 6). Boosting the revenue-raising capacity of tax systems in turn requires strengthening
administrative and enforcement capacity, fostering economic growth and ensuring that this growth
translates into higher tax revenue (Okunogbe and Tourek, 202494).

Broadening the PIT base can support revenue mobilisation. Low- and middle-income countries rely
heavily on indirect taxes as a share of their total tax revenue (Figure 5). Broadening the PIT base would
enhance revenue collection and progressivity. The digitalisation of tax administrations, which increases
access to information both domestically and through the exchange of information between tax
administrations, can support more effective taxation of personal income, including of HNWIs (Benitez et al.,
2023195)).

The presence of large informal sectors can negatively affect equity. Informality diminishes
productivity, reduces the revenue-raising capacity of tax systems, and excludes informal sector workers
from social protection (Ohnsorge and Yu, 202296}). In many low- and middle-income countries, informality
spans the income distribution and includes higher-income individuals (e.g. professionals) whose tax
contributions are therefore limited (OECD, 202397;). This can compromise perceptions of tax fairness and
limit voluntary compliance along the income distribution.

Presumptive tax regimes can help reduce informality. Regular tax systems can create incentives for
businesses and workers to remain in the informal sector, especially where tax burdens and compliance
costs are high. Attempts to reduce informality can result in an increased tax burden for lower-income
households and businesses entering the formal sector. This may justify the use of presumptive (i.e.
simplified) tax regimes with targeted lower tax burdens (e.g. for small businesses). OECD analysis finds
that well-designed presumptive tax regimes can encourage businesses to enter the formal economy and
eventually transition to the regular tax system (Mas-Montserrat et al., 20239g)).

The distributional impacts of tax expenditures need to be carefully assessed. Tax expenditures, such
as tax allowances, credits, reduced rates and exemptions, should be designed in ways that minimise
forgone revenues and regressive effects. In low- and middle-income countries, tax relief is often provided
for private health insurance, private pension savings, and private education expenses. While these tax
expenditures help compensate for inadequate public service provision, they mainly benefit higher-income
individuals, as low-income taxpayers typically cannot afford these private services and often fall below the
PIT exemption threshold (Abdel-Kader and de Mooij, 2020p99;). They also place significant pressure on tax
revenues, limiting governments’ ability to fund high-quality public services and thereby reducing tax
systems’ effectiveness in addressing inequality and fostering inclusive growth.
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3 The taxation of high-net-worth
individuals: evidence and
challenges

Interest in the role of tax systems in addressing inequality has included considerations of the
taxation of HNWIs. This focus has largely been driven by increasing wealth concentration at the very top
of the wealth distribution (section 1), the significant rise in the number of HNWIs globally and evidence of
their declining and comparatively low tax burdens.

3.1 Evolution of the HNWI population

There are different definitions and segmentations of the HNWI population. The term HNWIs can refer
broadly to individuals at the top of the income and wealth distributions, as in this report, but it often
designates individuals owning, directly or indirectly, wealth above a certain threshold. Most commonly, this
threshold is set at USD 1 million or more in financial or investable assets (excluding the primary residence,
collectibles, consumables, and consumer durables) (OECD, 2009j100;). Wealth reports published by private
firms also divide HNWIs into sub-segments. For instance, very-high-net-worth individuals (VHNWIs)
usually refer to individuals who own between USD 5 million and 30 million in assets, while ultra-high-net-
worth individuals (UHNWIs) have wealth above USD 30 million (e.g., Capgemini (20241017); Altrata
(2023[1027)). These absolute thresholds represent greater levels of wealth in relative terms in some
countries than in others, and tax administrations in different jurisdictions may use different thresholds.

In addition to wealth levels, the profiles of HNWIs vary widely. For instance, there may be significant
differences between high-earning executives, wealthy entrepreneurs, individuals who have largely
inherited their wealth, and entertainers or sportspeople, regarding the type and origin of their income and
assets, and their wealth-building trajectories (OECD, 20091007)). There may also be significant differences
between HNWIs across economic sectors. HNWIs also differ by age and whether they are at the stage of
building, preserving, or planning to transfer their wealth. The impacts of tax changes, as well as incentives
and strategies for tax planning, are likely to vary for each group.

There has been a significant increase in the estimated number of HNWIs globally. In 2023, there
were an estimated 22.8 million HNWIs, defined as individuals owning USD 1 million or more in investable
assets worldwide. This is up from 13.7 million a decade earlier (Capgemini, 2024101]). Most live in North
America (7.9 million), the Asia-Pacific region (7.4 million), and Europe (5.8 million). Using a more
comprehensive definition of net household wealth, including both financial and non-financial assets, the
World Inequality Lab estimated the number of millionaires globally at 62.2 million in 2021, while there were
just short of 2 600 billionaires (Chancel et al., 20224)).

The total value of assets held by HNWIs has risen considerably, though available estimates vary.
In line with trends discussed in section 1.1, some estimates find that the global financial wealth of HNWIs
increased from USD 52.6 trillion in 2013 to USD 86.8 trillion in 2023, while that of UHNW!Is increased from
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USD 12.8 trillion to USD 29.3 trillion (Capgemini, 2024101;). Based on their more comprehensive definition
of net wealth, the World Inequality Lab estimates that the total wealth of millionaires globally reached USD
178.2 trillion in 2021, with billionaires accounting for USD 7.6 trillion (Chancel et al., 2022y4). Different
estimates by UBS suggest that the total value of real and financial assets owned by billionaires stood at
USD 13.9 trillion globally in 2023, and that a group of just 14 individuals, each with a net worth exceeding
100 billion, collectively accounted for almost USD 2 trillion (UBS, 2024103)).

3.2 Evidence and drivers of effective tax rates among HNWIs

HNWIs have been found to pay comparatively low effective tax rates (ETRs) that often decrease at
the very top of the income or wealth distribution. Recent studies focusing on high-income countries
have used different methodologies to estimate ETRs, or taxes actually paid by individuals as a share of
their income. Some studies focus only on taxes on personal income (including realised capital gains) and
find ETRs for top earners substantially lower than statutory tax rates; they also find that ETRs decline at
the very top of the distribution (Advani, Hughson and Summers, 2023104;; Bach, Corneo and Steiner,
2013r105)). Taking into account unrealised capital gains, Yagan (2023106)) finds ETRs of 9.6% for the 400
wealthiest individuals in the United States. Other studies consider additional taxes in the analysis. For
instance, Alstadsaeter et al. (2024107]) use a broader ETR definition that also includes consumption,
payroll, property, wealth, and corporate taxes.'® They show that billionaires in France, the Netherlands,
and the United States face ETRs around 20-30%, lower than for any lower-income groups.

Declines in top tax rates and in the use of taxes predominantly affecting HNWIs have contributed
to lowering tax burdens on HNWIs. For instance, on average across OECD countries, top PIT rates on
wages declined from 44.3% in 2000 to 42.5% in 2022. This follows a more pronounced decline prior to
2000, particularly in the 1980s, where top PIT rates dropped from levels in the order of 60%-70% in a
number of countries (see, for example, Matthews (2011(10s)); Peter, Buttrick and Duncan (2010j109)); Torres,
Mellbye, and Brys (20121107)). Top combined PIT and CIT rates on dividends also decreased on average
from 47.5% in 2000 to 42.0% in 2022 across the OECD, largely as a result of the widespread decline in
CIT rates (see section 2.3). There has also been a decline in the use of wealth and inheritance taxes in
many countries in recent decades (see section 2.2, and OECD (2018s1;); OECD (2021507)). These changes
suggest that tax burdens on HNWIs have fallen over time.

Lower ETRs at the top are largely explained by the more favourable taxation of the types of income
predominantly earned by HNWiIs. Evidence from different countries has confirmed the importance of
capital income at the top of the income distribution (Piketty, Saez and Zucman, 2018111;; Smith, Pope and
Miller, 2019p112;; Guzzardi et al., 2023(113}; Delestre et al., 2022[114;; André, Germain and Sicsic, 2023[115)).
Lower taxes on dividends and capital gains compared to labour income (see section 2.2) therefore
disproportionately benefit HNWIs and effectively reduce progressivity. Similarly, carried interest'*, which
is also highly concentrated among HNWIs (see, for example, Advani, Summers and Corlett (2020}11¢})),
benefits from preferential capital gains tax treatment in a number of countries.

Capital gains tax deferral can reduce HNWIs’ tax burdens. As capital gains taxes are typically due
when assets are sold (or in few cases, deemed to be sold), individuals can defer paying tax, potentially
over extended periods, while using financing techniques to access funds in ways that do not trigger gain

13 The authors harmonise data from Saez and Zucman (2019y1s¢1), Bach et al. (2023157)), Bozio et al. (20241ss)), and
Bruil et al. (2022(159]) for their analysis.

4 Carried interest is a form of compensation involving the transfer of a profit share from limited partners (fund
investors) to general partners (fund managers), typically through a private equity fund. The profit share is generally
calculated as a percentage of fund profits exceeding a fixed hurdle rate, payable upon the liquidation of the fund and
in addition to management fees.
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recognition. This predominantly benefits HNWIs for whom unrealised capital gains comprise a significant
share of wealth (OECD, forthcoming1177). Some countries also exempt unrealised capital gains from
taxation upon a taxpayer’s death, so these gains may escape taxation entirely if assets are held until death
(unless a wealth or inheritance tax applies) (OECD, 2021s0)).

Narrow personal income, inheritance and wealth tax bases also reduce ETRs at the top. Many
countries have provisions such as exemptions or reliefs for certain categories of income and assets that
narrow tax bases and disproportionally benefit HNWIs. For example, some countries provide for capital
gains tax relief for sales of closely-held businesses, often with relatively high caps, or no caps, on the relief
available (OECD, forthcomingi117)). Countries that levy wealth taxes or inheritance taxes commonly provide
relief for specific assets such as the main residence, business and farm assets, pension assets, and life
insurance policies (OECD (201851)); OECD (2021;s01)). Some countries may also tax assets transferred
during life more favourably than inheritances, making it possible to avoid inheritance taxes by transferring
wealth early (OECD, 202150). While there may be justifications for such provisions, they reduce the
effective progressivity of these taxes, in addition to eroding revenues and increasing complexity. In fact,
evidence on inheritance taxes shows that effective tax rates decline for the highest-value estates in some
countries (OECD, 2021s0)).

Evidence shows that HNWIs respond strongly to tax differentials and reliefs. As mentioned in section
2.3, owner-managers of closely-held corporations have some flexibility to determine the type and timing of
the income they receive, and there is strong evidence of shifts between labour and capital income, as well
as profit retention within corporations (Lopez-Laborda, Vallés-Giménez and Zarate-Marco, 2018(11sj;
Alstadseeter and Jacob, 2016119;; Miller, Pope and Smith, 20241201). Many countries have also seen a rise
in incorporated businesses, at least partly driven by widening PIT-CIT gaps (see section 2.3). Such
behaviours suggest that the disproportionate share of capital income among HNWiIs is partially driven by
strategic behaviours rather than exclusively incidental receipt of such income.

HNWIs often have greater capacity to benefit from differential taxation by relocating to lower-tax
countries or regions, which, subject to domestic policy backstops, could reduce effective taxation
at the top. HNWIs are typically more mobile and have been found to move to locations offering more
favourable taxation or preferential regimes'® (Akcigit, Baslandze and Stantcheva, 2016(+21; Baselgia and
Martinez, 2023(122;; Kleven, Landais and Saez, 2013123); Kleven et al., 2014(124;; Mufioz, 2020(125)). This
can reduce effective tax burdens in the absence of domestic backstops. Such opportunities might increase
pressure on countries to offer similar opportunities. In this regard, recent developments, including the rise
in concessional tax regimes targeting specific categories of individuals (Godar, Flamant and Richard,
20211126) as well as increased opportunities for mobility thanks to remote work have heightened concerns
about intensifying personal tax competition.

Additional factors such as tax planning can allow HNWIs, in particular very- and ultra-HNWIs, to
reduce their tax burdens. Very- and ultra-HNWIs may have their wealth spread across a number of
structures such as closely-held companies (including holding companies), partnerships, trusts or
foundations. While these structures may be driven by commercial reasons, they may also present
opportunities for tax planning that reduce effective tax burdens, such as reclassifying income between
sources, reallocating income to other individuals, or deferring income receipt (Ministerie van Financién,
2022[127); Sainsbury and Breunig, 2020125]). Very-HNWIs may also be able to avoid gain recognition by
using assets as collateral against loans to finance consumption rather than sell them and incur a tax liability
(McCaffery, 2020p1297)). The structures used by those at the very top may also be located in different
countries to leverage favourable taxation in foreign jurisdictions. Given the complexity of such

15 Preferential tax regimes refer to special regimes typically used by countries to attract certain individuals, such as
those above certain income or wealth thresholds.
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arrangements, however, further work would help get a more accurate and comprehensive understanding
of tax planning risks.

Significant progress has been achieved in preventing offshore tax evasion. Total offshore wealth
globally is estimated at around 10% of global GDP (Alstadseeter, Johannesen and Zucman, 2018130]) and
studies have confirmed that the proportion of wealth held in offshore financial centres is highly concentrated
at the very top of the distribution (e.g. Alstadseeter, Johannesen and Zucman (2019131;). There is evidence
that some of this offshore wealth was under-reported, or not reported at all, to tax authorities (Alstadseeter,
Johannesen and Zucman, 2019131;; Guyton et al., 2021132;; Henrekson and Du Rietz, 2014(133}; Londofio-
Vélez and Avila-Mahecha, 2021134;; Seim, 2017135). However, much progress has been achieved to
prevent such tax evasion with the broad adoption of the Common Reporting Standard (CRS). Evidence
shows that the Automatic Exchange of Information between tax authorities has led to a reduction in
offshore bank deposits (Alstadseeter et al., 2023[136]; Beer, Coelho and Leduc, 2019137;; Casi, Spengel and
Stage, 2020;135; O’Reilly, Ramirez and Stemmer, 2019139)). However, recent studies show a rise in
offshore real estate (Alstadsaeter and Qkland, 2022p140;; Johannesen, Miethe and Weishaar, 2022141)),
which may partly reflect attempts to circumvent the CRS (Bomare and Le Guern Herry, 2022142).

3.3 Policy and compliance considerations for taxing HNWIs

The policy objective for reforming HNWI taxation is to enhance equity and revenue collection, while
ensuring economic efficiency and administrative feasibility. Discussions about more effectively taxing
HNWIs have primarily been motivated by equity concerns and ensuring a distribution of tax burdens that
reflects individuals’ capacities to contribute. Revenue generation is another objective. Depending on their
design, reforms specifically aimed at taxing HNWIs may yield substantial revenue, though broader-based
tax reforms are likely to raise more, highlighting the importance of complementary reforms to achieve
revenue targets. At the same time, reforms aimed at enhancing the taxation of HNWIs should avoid large
disincentive effects in particular on labour supply, savings and productive investment and minimise risks
of capital flight or individuals relocating. The administrative feasibility of reforms is another key
consideration.

Recent work has explored various options to better tax the income or assets of HNWIs. Among the
debates are whether countries should tax the income from assets, the assets themselves through a wealth
tax, or both (e.g. Bastani and Waldenstrom (2023143)); Hebous et al. (20241441); Guvenen et al. (2024145));
Boar and Midrigan (202314¢)), Piketty, Saez and Zucman (20231477)). There is also significant discussion
about whether wealth should be taxed on a recurrent basis, when wealth is transferred through an
inheritance and gift, or as an extraordinary measure on a one-off basis (Advani, Chamberlain and
Summers, 2020p14s; OECD, 201851); OECD, 2021i50)). There are also unsettled academic and policy
debates surrounding the tax treatment of capital gains, with renewed proposals to tax (some) capital gains
on an accrual basis, as opposed to when assets are sold (e.g. Miller (2016(149)); Toder and Viard (2016}150));
Saez, Yagan, and Zucman (20211511)). In addition, there are differing views as to whether it is preferable
to fix existing tax instruments, in particular by broadening tax bases (e.g. PIT, capital gains tax, and
inheritance tax), or to introduce new taxes (e.g. wealth taxes) instead. The scope of the HNWI population
that should be targeted is also a matter of ongoing debate.

When considering approaches to HNWI taxation, looking at the specific design of taxes is crucial.
Current debates on HNWI taxation often centre around determining the most suitable type of tax, yet often
overlook the importance of tax design. In particular, the effectiveness of taxes on income and wealth in
enhancing progressivity can be compromised by narrow tax bases and opportunities for tax avoidance and
evasion. Thus, the focus must extend beyond the choice of tax alone to encompass practical design and
implementation considerations.
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Country context and interactions with the broader tax system should inform how best to tax HNWIs.
The most adequate approaches to taxing HNWIs will vary across countries, depending for instance on
their administrative capacities, inequality levels, and social preferences for income and wealth
redistribution. The profiles of HNWIs also vary across countries, and available tax minimisation strategies
tend to be specific to each context. It is also important to consider interactions with existing taxes on capital
income and assets as well as the broader tax system. For instance, in addition to taxes on personal income,
CIT can affect the rate of return on individuals’ investments. Where taxes on both income (e.g. PIT) and
assets (e.g. wealth taxes) apply, tax policy design may need to consider the cumulative tax burden on
individuals (OECD, 201851;; OECD, 2021 50)).

Strengthening tax compliance and international tax co-operation can improve the effectiveness of
domestic tax policies. Tax policy approaches to taxing HNWIs need to go hand-in-hand with tax
compliance efforts by tax administrations. Dealing with the complexity of the tax affairs of HNWIs, in
particular understanding their income sources and the connections between individuals and various
entities and structures, can be challenging. It also raises numerous cross-border issues related for instance
to tax residence, the application of tax treaties, and the classification of foreign entities and arrangements.
This calls for targeted tax compliance efforts. Recent empirical evidence has revealed the potentially large
revenue gains from efforts aimed at strengthening tax compliance at the top end of the distribution (Boning
et al., 2023152)). Ensuring tax compliance among HNWIs is particularly challenging in low-and middle-
income countries (Bergolo, Londono-Vélez and Tortarolo, 2023;153)), though dedicated HNWI tax units can
have a strong impact on the number of HNWI tax filers and revenue collected (Kangave et al., 2018154)).
Continuing international co-operation is also key to ensuring access to accurate and up-to-date information
on taxpayers’ offshore income and wealth through the exchange of information between tax
administrations.

Political economy factors significantly influence the potential to reform the taxation of HNWIs.
Reforms aimed at taxing HNWIs are likely to encounter political opposition from some segments of the
population, but may be supported by others. Some HNWIs have even endorsed being subject to higher
effective taxation. Misconceptions about the distribution of income and wealth and the functioning of
specific taxes can also constitute obstacles to reform, though evidence has shown that exposing people
to facts about the rationales for reform (e.g. addressing inequality) can increase support for them (Bastani
and Waldenstrém, 20211s5; OECD, 202150)).
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4 Conclusions

In light of data pointing to persistent income inequality and the rising concentration of wealth at
the highest end of the distribution, there are calls for stronger tax policy action. While some
countries, in particular middle-income countries, have seen declines in income and wealth concentration
at the top, inequality persists in many countries, and the share of wealth held by the top 0.001% globally
has been rising. These trends are drawing more focus on policies to address these disparities, and tax
policies are essential policy tools — among others — to mitigate inequality and support more inclusive
growth.

There is significant scope for exploring potential tax reforms that could strengthen progressivity.
For example, the common approach of taxing capital income more favourably than labour income reduces
horizontal and vertical equity and encourages income shifting. The taxation of household savings is also
often highly heterogenous across types of assets and can be regressive as tax systems often favour the
savings of households that are financially better-off. There is therefore significant scope to improve the
progressivity of tax systems, such as by amending tax schedules, broadening tax bases, and achieving
greater neutrality between the taxation of different types of income and assets. However, any reform
requires a careful consideration of potential policy trade-offs and potential impacts on economic growth.

Low- and middle-income countries face specific challenges in addressing inequality. Pre-tax
inequality tends to be high, and tax and benefit systems often do little to mitigate it. This is primarily because
low- and middle-income countries tend to collect comparatively limited revenue. Improving equity therefore
generally calls for economic growth that results in greater revenue collection, bolstering the formal
economy, and strengthening enforcement to prevent tax avoidance and evasion.

Further analysis could examine how reforms aimed at enhancing progressivity and inclusive
growth should be tailored to countries’ specific challenges and objectives. Additional analysis could
investigate how structural pressures (e.g. from ageing, informality, automation, the rise of artificial
intelligence, market power, and climate change) might affect different tax systems and their ability to
support equity and inclusive growth.

The focus on tax and inequality has also increased attention to the taxation of HNWIs, especially
given evidence of the comparatively low effective tax burdens they face. Effective tax rates have
been found to decline at the very top of the income and wealth distributions. This largely stems from certain
design features of tax systems including lower statutory tax rates as well as exemptions and deductions
that predominantly benefit income and assets earned and owned by HNWIs. Additionally, variations in tax
rates and tax benefits across jurisdictions, coupled with greater capacity for international mobility may
increase opportunities for aggressive tax planning both at domestic and international levels. Tax evasion
also plays a role, though significant progress has been made, especially with the broad adoption of the
Common Reporting Standard (CRS).

International tax co-operation can enable countries to implement their domestic tax policies more
effectively. Crucially, progress in international tax transparency has significantly enhanced the
effectiveness of domestic taxation and has given countries new scope to tax capital. The Crypto-Asset
Reporting Framework (CARF) will bring transparency to crypto-asset transactions, with automatic
exchanges of information expected to start in 2027. There is scope for further progress, such as by
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enhancing tax transparency in real estate, improving beneficial ownership transparency, and through
capacity building. In addition, since CIT serves as a backstop to PIT, the global minimum tax under Pillar 2
of the BEPS project contributes to supporting tax progressivity by reducing downward pressure on CIT
rates.

Overall, interest in considering tax policy options for addressing inequality, including through the
taxation of HNWIs, is increasing. This is driven by a number of factors including views on the need to
reduce inequality and the role of tax in it, and awareness that revenue raising capacity and the need to
finance sustainable development requires considering the distribution of tax burdens.

Further analysis could be undertaken to inform domestic policy options and explore opportunities
for further international co-operation. To help inform domestic policy options it will be important to: fully
understand the scope and scale of the issues across jurisdictions; identify vulnerabilities in existing
domestic and international tax policies that can exacerbate inequality and limit the potential for inclusive
growth; survey domestic tax policies that can effectively address these issues; and understand how
differing circumstances and conditions across jurisdictions can impact the effectiveness of various
domestic policy options.

To identify opportunities for international co-operation, it will be important to build on areas in
which international co-operation has already made a difference, such as co-operation on
transparency. Countries could consider where there may be scope and desire for additional co-operation
to support domestic objectives. Enhanced international co-operation could take various forms ranging from
collaboration to understand systemic vulnerabilities and alternative domestic policy approaches and
challenges; to co-operation to close remaining gaps in international tax transparency; to coordination on
best practices; to co-operation on bolder coordinated international rules and standards.

In evaluating policy options, whether domestic or cross-border, there is a need to assess how tax
policies can contribute to supporting other objectives, such as economic growth. This would require
a better understanding of how the choice and design of tax policies should be adapted to take into account
countries’ specific circumstances, such as their varying reliance on different types of taxes, administrative
capacity, economic development, and levels of inequality.

Significant work in several of these areas is already in progress, including at the OECD. Building on
this existing body of work and ongoing initiatives will accelerate responsiveness and enhance the ability to
achieve tangible outcomes.

TAXATION AND INEQUALITY © OECD 2024



References

Abdel-Kader, K. and R. de Mooij (2020), Tax Policy and Inclusive Growth,
https://www.imf.org/en/Publications/WP/Issues/2020/12/04/Tax-Policy-and-Inclusive-Growth-
49902.

Advani, A., E. Chamberlain and A. Summers (2020), A wealth tax for the UK: Wealth Tax
Commission Final Report, https://www.wealthandpolicy.com/wp/WealthTaxFinalReport.pdf.

Advani, A., H. Hughson and A. Summers (2023), “How much tax do the rich really pay?
Evidence from the UK”, Oxford Review of Economic Policy, Vol. 39/3,
https://doi.org/10.1093/oxrep/grad032.

Advani, A., A. Summers and A. Corlett (2020), “Who gains? The importance of accounting for
capital gains”, Resolution Foundation.

Akcigit, U., S. Baslandze and S. Stantcheva (2016), “Taxation and the international mobility of
inventors”, American Economic Review, Vol. 106/10, https://doi.org/10.1257/aer.20150237.

Alstadsaeter, A. et al. (2022), Pennies from Haven: Wages and Profit Shifting,
https://doi.org/10.2139/ssrn.4042434.

Alstadseeter, A. et al. (2023), “Lost in Information: National Implementation of Global Tax
Agreements”, NHH Dept. of Business and Management Science Discussion Paper No.
2023/22, https://doi.org/10.2139/ssrn.4630849.

Alstadseeter, A. et al. (2023), The real effects of tax havens, UCD School of Economics,
University College Dublin (UCD), https://hdl.handle.net/10419/296695.

Alstadseeter, A. et al. (2024), “Global tax evasion - Report 2024”, EU Tax Observatory.

Alstadseeter, A. and M. Jacob (2016), “Dividend Taxes and Income Shifting”, Scandinavian
Journal of Economics, Vol. 118/4, https://doi.org/10.1111/sjoe.12148.

Alstadseeter, A., N. Johannesen and G. Zucman (2019), “Tax evasion and inequality”, American
Economic Review, Vol. 109/6, https://doi.org/10.1257/aer.20172043.

Alstadseeter, A., N. Johannesen and G. Zucman (2018), “Who owns the wealth in tax havens?
Macro evidence and implications for global inequality”, Journal of Public Economics, Vol. 162,
pp. 89-100, https://doi.org/10.1016/j.jpubeco.2018.01.008.

Alstadseeter, A. and A. @kland (2022), Increasing Cross-Border Ownership of Real Estate:
Evidence from Norway, https://www.taxobservatory.eu/publication/increasing-cross-border-

TAXATION AND INEQUALITY © OECD 2024

|29

[99]

[148]

[104]

[116]

[121]

[74]

[136]

(78]

[107]

[119]

[131]

[130]

[140]



30 |

ownership-of-real-estate-evidence-from-norway/.

Altrata (2023), World Ultra Wealth Report 2023, https://altrata.com/reports/world-ultra-wealth- (102]
report-2023.
Alvaredo, F. et al. (2022), World Inequality Database, http://wid.world/data. (2]

André, M., J. Germain and M. Sicsic (2023), “Do | get my money back?: A Broader Approach to  [119]
Inequality and Redistribution in France With a Monetary Valuation of Public Services”, INSEE
Working Papers 2023-7.

Arnaud, F., M. Cochard and B. Junod-Mes (2008), “Les effets incitatifs de la prime pour 'emploi : 43
une évaluation difficile”, Economie et Statistique, Vol. 412,
https://www.insee.fr/fr/statistiques/1377236?sommaire=1377238.

Bachas, P., L. Gadenne and A. Jensen (2023), “Informality, Consumption Taxes, and (82]
Redistribution”, The Review of Economic Studies, p. rdad095,
https://doi.org/10.1093/restud/rdad095.

Bachas, P., A. Jensen and L. Gadenne (2024), “Tax Equity in Low- and Middle-Income (93]
Countries”, Journal of Economic Perspectives, Vol. 38, pp. 55-80.

Bach, L. et al. (2023), “Quels imp6ts les milliardaires paient-ils?”, No. 92, Note de I'IPP. (157]

Bach, S., G. Corneo and V. Steiner (2013), “Effective taxation of top incomes in Germany”, (105]

German Economic Review, Vol. 14/2, https://doi.org/10.1111/j.1468-0475.2012.00570.x.

Bajard, F. et al. (2022), Global wealth inequality on WID.world: estimates and imputations, (3]
https://wid.world/document/global-wealth-inequality-on-wid-world-estimates-and-imputations-
world-inequality-lab-technical-note-2021-16/.

Baselgia, E. and R. Foellmi (2022), Inequality and growth: A review on a great open, The United  [19]
Nations University World Institute for Development Economics Research (UNU-WIDER),
Helsinki, https://doi.org/10.35188/UNU-WIDER/2022/136-5%0A.

Baselgia, E. and |. Martinez (2023), “Behavioral Responses to Special Tax Regimes for the (122]
Super — Rich: Insights from Swiss Rich Lists”, EU Tax Observatory Working Paper No 12.

Bastani, S. and D. Waldenstrém (2023), “Taxing the wealthy: the choice between wealth and (143]
capital income taxation”, Oxford Review of Economic Policy, Vol. 39/3, pp. 604-616,
https://doi.org/10.1093/oxrep/grad030.

Bastani, S. and D. Waldenstrém (2021), “Perceptions of Inherited Wealth and the Support for [159]
Inheritance Taxation”, Economica, Vol. 88/350, pp. 532-569,
https://doi.org/10.1111/ecca.12359.

Bastian, J. (2020), “The Rise of Working Mothers and the 1975 Earned Income Tax Credit”, [40]
American Economic Journal: Economic Policy, Vol. 12/3, pp. 44-75,
https://doi.org/10.1257/pol.20180039.

Beer, S., M. Coelho and S. Leduc (2019), Hidden Treasure: The Impact of Automatic Exchange  [137]
of Information on Cross-Border Tax Evasion,
https://www.imf.org/en/Publications/WWP/Issues/2019/12/20/Hidden-Treasure-The-Impact-of-
Automatic-Exchange-of-Information-on-Cross-Border-Tax-Evasion-48781.

TAXATION AND INEQUALITY © OECD 2024



| 31

Beer, S., R. de Mooij and L. Liu (2020), “International corporate tax avoidance: A review of the [59]
channels, magnitudes, and blind spots”, Journal of Economic Surveys, Vol. 34/3,
https://doi.org/10.1111/joes.12305.

Benedek, D. et al. (2020), “Varieties of VAT Pass Through”, International Tax and Public [83]
Finance, Vol. 27, pp. 890-930.

Benitez, J. et al. (2023), “Building Tax Capacity in Developing Countries”, IMF Staff Discussion [95]
Notes, Vol. 006.

Benzarti, Y. et al. (2020), “What Goes Up May Not Come Down: Asymmetric Incidence of Value-  [84]
Added Taxes”, Journal of Political Economy, Vol. 128, https://doi.org/10.1086/710558.

Berg, A. et al. (2018), Redistribution, inequality, and growth: new evidence, pp. 259-305. (18]

Bergolo, M., J. Londofio-Vélez and D. Tortarolo (2023), “Tax progressivity and taxing the rich in ~ [153]
developing”, Oxford Review of Economic Policy, Vol. 39/3, pp. 530-549,
https://doi.org/10.1093/oxrep/grad029.

Besley, T., A. Jensen and T. Persson (2023), “Norms, Enforcement, and Tax Evasion”, Review [21]
of Economics and Statistics, Vol. 105/4, https://doi.org/10.1162/rest a 01123.

Blanchet, T., E. Saez and G. Zucman (2024), Who Benefits from Income and Wealth Growth in (30]
the United States?, https://realtimeinequality.org/.

Bloemen, H. and E. Stancanelli (2007), “A Model with Endogenous Programme Participation: [42]
Evaluating the Tax Credit in France”, IZA DP, Vol. 2607.

Blundell, R., A. Bozio and G. Laroque (2011), “Labor Supply and the Extensive Margin”, [36]
American Economic Review, Vol. 101/3, pp. 482-486, https://doi.org/10.1257/aer.101.3.482.

Boar, C. and V. Midrigan (2023), “Should We Tax Capital Income or Wealth?”, American (146]
Economic Review: Insights, Vol. 5/2, pp. 259-274, https://doi.org/10.1257/aeri.20220192.

Bomare, J. and S. Le Guern Herry (2022), Will We Ever Be Able to Track Offshore Wealth? (142]
Evidence from the Offshore Real Estate Market in the UK,
https://www.taxobservatory.eu/publication/will-we-ever-be-able-to-track-offshore-wealth-
evidence-from-the-offshore-real-estate-market-in-the-uk/.

Boning, W. et al. (2023), A Welfare Analysis of Tax Audits Across the Income Distribution, (152]
National Bureau of Economic Research, Cambridge, MA, https://doi.org/10.3386/w31376.

Bozio, A., T. Breda and J. Grenet (2019), “Does Tax-Benefit Linkage Matter for the Incidence of ~ [163]
Social Security”, Paris School of Economics Working Paper No 43,
https://shs.hal.science/halshs-02191315/document.

Bozio, A. et al. (2024), “Predistribution vs. Redistribution: Evidence from France and the U.S.”, [158]
American Economic Journal: Applied Economics, Vol. 16, pp. 31-65.

Bruil, A. et al. (2022), “Inequality and Redistribution in the Netherlands”, CPB Discussion Paper.  [159]

Brys, B. et al. (2016), “Tax Design for Inclusive Economic Growth”, OECD Taxation Working [37]
Papers, No. 26, OECD Publishing, Paris, https://doi.org/10.1787/5jlv74ggk0g7-en.

Brys, B. et al. (2016), “Tax Design for Inclusive Economic Growth”, OECD Taxation Working (32]

TAXATION AND INEQUALITY © OECD 2024



32

Papers, Vol. 26, https://doi.org/10.1787/5jlv74ggk0g7-en.

Capgemini (2024), World Wealth Report 2024, https://www.capgemini.com/insights/research- [101]
library/world-wealth-report/.

Casi, E., C. Spengel and B. Stage (2020), “Cross-border tax evasion after the common reporting  [138]
standard: Game over?”, Journal of Public Economics, Vol. 190, p. 104240,
https://doi.org/10.1016/j.jpubeco.2020.104240.

Cattaneo, A. et al. (2022), Economic and social development along the urban—rural continuum: (8]
New opportunities to inform policy, https://doi.org/10.1016/j.worlddev.2022.105941.

Causa, O. and M. Hermansen (2019), “Income Redistribution Through Taxes and Transfers [88]
Across OECD Countries”, No. 1453, OECD Economics Department.

Celani, A., L. Dressler and M. Wermelinger (2022), Building an Investment Tax Incentives [55]
database: Methodology and initial findings for 36 developing countries, OECD Publishing,
Paris, https://doi.org/10.1787/62e075a9-en.

Chancel, L. et al. (2022), “World Inequality Report 2022”, World Inequality Lab. [4]

Cournéde, B. and M. Plouin (2022), No Home for The Young? Stylised Facts and Policy 9l
Challenges, OECD Housing.

de Mooij, R. and G. Nicodéme (2008), “Corporate tax policy and incorporation in the EU”, [68]
International Tax and Public Finance, Vol. 15/4, pp. 478-498, https://doi.org/10.1007/s10797-
008-9072-1.

Dechezleprétre, A. et al. (2022), “Fighting climate change: International attitudes toward climate (1]
policies”, OECD Economics Department Working Papers, No. 1714, OECD Publishing, Paris,
https://doi.org/10.1787/3406f29a-en.

Delestre, 1. et al. (2022), Top Income Inequality and Tax Policy, National Bureau of Economic (114]
Research, Cambridge, MA, https://doi.org/10.3386/w30018.

Deslauriers, J. et al. (2021), “Estimating the impacts of payroll taxes: Evidence from Canadian”,  [167]
Canadian Journal of Economics, Vol. 54/4, pp. 1609-1637,
https://doi.org/10.1111/caje.12523.

Doerrenberg, P. and A. Peichl (2013), “Progressive taxation and tax morale”, Public Choice, (22]
Vol. 155/3-4, https://doi.org/10.1007/s11127-011-9848-1.

Dom, R. et al. (2022), Innovations in Tax Compliance: Building Trust, Navigating Politics, and [24]
Tailoring Reform, World Bank Group, http://hdl.handle.net/10986/36946.

Elgouacem, A. et al. (2024 [forthcoming]), “OECD Employment Outlook 2024: Chapter 5: Who [87]
pays for higher carbon prices? Mitigating climate change and adverse distributional effects”,
OECD Publishing, Paris.

Ennis, S., P. Gonzaga and C. Pike (2019), “Inequality: A hidden cost of market power”, Oxford [12]
Review of Economic Policy, Vol. 35/3, pp. 518-549, https://doi.org/10.1093/oxrep/grz017.

Eurostat (2015), “Being young in Europe today - digital world - Statistics Explained”, Eurostat [10]
Statistics Explained December 2017.

TAXATION AND INEQUALITY © OECD 2024



Flues, F. and A. Thomas (2015), “The distributional effects of energy taxes”, OECD Taxation
Working Papers, No. 23, OECD Publishing, Paris, https://doi.org/10.1787/5js1qwkgarbv-en.

Flues, F. and K. van Dender (2020), “Carbon pricing design: Effectiveness, efficiency and
feasibility: An investment perspective”, OECD Taxation Working Papers, No. 48, OECD
Publishing, Paris, https://doi.org/10.1787/91ad6ale-en.

Fuest, C., F. Neumeier and D. Stoéhlker (2024), “The pass-through of temporary VAT rate cuts:
evidence from German supermarket retail”, International Tax and Public Finance,
https://doi.org/10.1007/s10797-023-09824-7.

Fuest, C., A. Peichl and S. Siegloch (2018), “Do Higher Corporate Taxes Reduce Wages? Micro
Evidence from Germany”, American Economic Review, Vol. 108/2, pp. 393-418,
https://doi.org/10.1257/aer.20130570.

Godar, S., E. Flamant and R. Gaspard (2021), “New Forms of Tax Competition in the European
Union: an Empirical Investigation”, EU Tax Observatory Report, Vol. 3,
https://www.taxobservatory.eu//www-site/uploads/2021/11/EU-Tax-Observatory-Report-3-
Tax-Competition-November-2021-3.pdf.

Godar, S., E. Flamant and G. Richard (2021), “New Forms of Tax Competition in the European
Union: an Empirical Investigation”, EU Tax Observatory Report, Vol. 3.

Gonzalez Cabral, A. et al. (2023), A time series perspective on income-based tax support for
R&D and innovation, OECD Publishing, Paris, https://doi.org/10.1787/dae3cd5c-en.

Gravelle, J. (2022), Capital Gains Taxes: An Overview of the Issues, Congressional Research
Service, https://crsreports.congress.gov/product/pdf/R/R47113 (accessed on
21 August 2023).

Grubert, H. and R. Altshuler (2016), “Shifting the burden of taxation from the corporate to the
personal level and getting the corporate tax rate down to 15 percent”, National Tax Journal,
Vol. 69/3, pp. 643-676.

Guillemette, Y. and D. Turner (2021), “The long game: Fiscal outlooks to 2060 underline need
for structural reform”, OECD Economic Policy Papers, https://doi.org/10.1787/a112307e-en.

Guvenen, F. et al. (2024), Book-Value Wealth Taxation, Capital Income Taxation, and
Innovation, National Bureau of Economic Research, Cambridge, MA,
https://doi.org/10.3386/w32585.

Guyton, J. et al. (2021), “Tax Evasion at the Top of the Income Distribution: Theory and
Evidence”, SSRN Electronic Journal, https://doi.org/10.2139/ssrn.3809528.

Guzzardi, D. et al. (2023), “Reconstructing Income Inequality in Italy: New Evidence and Tax
System Implications from Distributional National Accounts”, Journal of the European
Economic Association, https://doi.org/10.1093/jeea/jvad073.

Harding, M., D. Paturot and H. Simon (2022), Taxation of part-time work in the OECD, OECD
Publishing, Paris, https://doi.org/10.1787/572b72d3-en.

Hebous, S. and M. Keen (2023), “Pareto-improving minimum corporate taxation”, Journal of
Public Economics, Vol. 225, p. 104952, https://doi.org/10.1016/j.jpubeco.2023.104952.

TAXATION AND INEQUALITY © OECD 2024

|33

(86]

[92]

(85]

(62]

(28]

[126]

[56]

[67]

[66]

[160]

[145]

[132]

[113]

[35]

[77]



34 |

Hebous, S. et al. (2024), How to Tax Wealth, https://www.imf.org/en/Publications/imf-how-to- (144]
notes/Issues/2024/03/08/How-to-Tax-Wealth-544948.

Henrekson, M. and G. Du Rietz (2014), “The Rise and Fall of Swedish Wealth Taxation”, Nordic ~ [133]
Tax Journal, Vol. 1, pp. 9-35, https://doi.org/10.1515/ntaxj-2014-0002.

Hourani, D. et al. (2023), “The taxation of labour vs. capital income: A focus on high earners”, [49]
OECD Taxation Working Papers, No. 65, OECD Publishing, Paris,
https://doi.org/10.1787/04f8d936-en.

Hoy, C. (2023), “How Does Progressivity Impact Tax Morale? Experimental Evidence Across [23]
Developing Countries”, SSRN, https://ssrn.com/abstract=4642553 or
http://dx.doi.org/10.2139/ssrn.4642553.

Hoynes, H. and A. Patel (2017), “Effective Policy for Reducing Poverty and Inequality?”, Journal ~ [39]
of Human Resources, Vol. 53/4, pp. 859-890, https://doi.org/10.3368/jhr.53.4.1115.7494r1.

Hugger, F. et al. (2024), The Global Minimum Tax and the taxation of MNE profit, OECD [78]
Publishing, Paris, https://doi.org/10.1787/9a815d6b-en.

Hugger, F., A. Gonzalez Cabral and P. O'Reilly (2023), Effective tax rates of MNEs: New [61]
evidence on global low-taxed profit, OECD Publishing, Paris,
https://doi.org/10.1787/4a494083-en.

Johannesen, N., J. Miethe and D. Weishaar (2022), Homes Incorporated: Offshore Ownership of [141]
Real Estate in the U.K..

Johansson, A., C. Heady and J. Matthias (2008), “Taxation and Economic Growth”, OECD [47]
Economics Department Working Papers 620, https://doi.org/10.1787/241216205486.

Kangave, J. et al. (2018), What Can We Learn from the Uganda Revenue Authority’s Approach ~ [154]
to Taxing High Net Worth Individuals?, https://www.ictd.ac/publication/what-can-we-learn-
from-the-uganda-revenue-authoritys-approach-to-taxing-high-net-worth-individuals/.

Klemm, A. and S. Van Parys (2012), “Empirical evidence on the effects of tax incentives”, [57]
International Tax and Public Finance, Vol. 19, pp. 393—423, https://doi.org/10.1007/s10797-
011-9194-8.

Kleven, H. (2024), “The EITC and the extensive margin: A reappraisal’, Journal of Public [41]
Economics, Vol. 236, p. 105135, https://doi.org/10.1016/j.jpubeco.2024.105135.

Kleven, H., C. Landais and E. Saez (2013), “Taxation and international migration of superstars: ~ [123]
Evidence from the european football market”, American Economic Review, Vol. 103/5,
https://doi.org/10.1257/aer.103.5.1892.

Kleven, H. et al. (2014), “Migration and wage effects of taxing top earners: Evidence from the (124]
foreigners’ tax scheme in Denmark”, Quarterly Journal of Economics, Vol. 129/1,
https://doi.org/10.1093/qgje/qjt033.

Lejour, A. and G. Massenz (2020), “Income Shifting and Organizational Form Choice: Evidence [69]
from Europe”, CentER Discussion Paper, No. 2020-013, CentER.

Londofio-Vélez, J. and J. Avila-Mahecha (2021), “Enforcing Wealth Taxes in the Developing (134]
World: Quasi-Experimental Evidence from Colombia”, American Economic Review: Insights,

TAXATION AND INEQUALITY © OECD 2024



Vol. 3/2, pp. 131-148, https://doi.org/10.1257/aeri.20200319.

Lépez-Laborda, J., J. Vallés-Giménez and A. Zarate-Marco (2018), “Income Shifting in the
Spanish Dual Income Tax*”, Fiscal Studies, Vol. 39/1, https://doi.org/10.1111/j.1475-
5890.2017.12147.

Marten, M. and K. van Dender (2019), “The use of revenues from carbon pricing”, OECD
Taxation Working Papers, No. 43, OECD Publishing, Paris,
https://doi.org/10.1787/3cb265e4-en.

Mas-Montserrat, M. et al. (2023), “The design of presumptive tax regimes”, OECD Taxation
Working Papers, No. 59, OECD Publishing, Paris, https://doi.org/10.1787/141239bb-en.

Matheson, T., V. Perry and C. Veung (2013), Territorial vs. worldwide corporate taxation:
Implications for developing countries, International Monetary Fund,
https://www.imf.org/external/pubs/ft/wp/2013/wp13205.pdf.

Matthews, S. (2011), “Trends in Top Incomes and their Tax Policy Implications”, OECD Taxation
Working Papers, No. 4, OECD Publishing, Paris, https://doi.org/10.1787/5kg3h0v004ijf-en.

McCaffery, E. (2020), “The Death of the Income Tax (or, The Rise of America’s Universal Wage
Tax)”, Indiana Law Journal, Vol. 95/4, https://www.repository.law.indiana.edu/ilj/vol95/iss4/5/.

Melguizo, A. and J. Gonzalez-Paramo (2013), “Who bears labour taxes and social contributions?
A meta-analysis approach”, SERIEs, Vol. 4, pp. 247-271, https://doi.org/10.1007/s13209-012-

0091-x.

Menkhoff, L. and J. Miethe (2019), “Tax evasion in new disguise? Examining tax havens’
international bank deposits”, Journal of Public Economics, Vol. 176, pp. 53-78,
https://doi.org/10.1016/j.jpubeco.2019.06.003.

Milanez, A. and B. Bratta (2019), “Taxation and the future of work: How tax systems influence
choice of employment form”, OECD Taxation Working Papers, No. 41, OECD Publishing,
Paris, https://doi.org/10.1787/20f7164a-en.

Miller, D. (2016), “A Comprehensive Mark-to-Market Tax for the 0.1% Wealthiest and Highest-
Earning Taxpayers”, SSRN Electronic Journal, https://doi.org/10.2139/ssrn.2710738.

Miller, H., T. Pope and K. Smith (2024), “Intertemporal income shifting and the taxation of
business owner-managers”, Review of Economics and Statistics, Vol. 106/1,
https://doi.org/10.1162/rest a 01166.

Ministerie van Financién (2022), Licht uit, spot aan: de vermogensverdeling,
https://www.rijksoverheid.nl/documenten/rapporten/2022/07/08/ibo-vermogensverdeling-5-

juli-2022.

Mufioz, M. (2020), “Do European Top Earners React to Labour Taxation Through Migration?”,
Working Paper March.

Nichols, A. and J. Rothstein (2015), The Earned Income Tax Credit, University of Chicago Press.

O'Reilly, P., K. Ramirez and M. Stemmer (2019), Exchange of information and bank deposits in
international financial centres, OECD Publishing, Paris,
https://doi.org/doi.org/10.1787/22235558.

TAXATION AND INEQUALITY © OECD 2024

|35

[118]

[90]

(98]

[54]

[108]

[129]

[164]

[72]

[44]

[149]

[120]

[127]

[125]

[38]

[139]



36 |

OECD (2024), OECD Revenue Statistics Database, [13]
https://www.oecd.org/en/data/datasets/global-revenue-statistics-database.htmil.

OECD (2024), Taxing Wages 2024: Tax and Gender through the Lens of the Second Earner, [34]
OECD Publishing, Paris, https://doi.org/10.1787/dbcbac85-en.

OECD (2023), “Tax Policy Reforms 2023: OECD and Selected Partner Economies”, [27]
https://doi.org/10.1787/d8bc45d9-en.

OECD (2023), Corporate Tax Statistics 2023, OECD Publishing, Paris, (53]
https://doi.org/10.1787/f1f07219-en.

OECD (2023), Effective Carbon Rates 2023: Pricing Greenhouse Gas Emissions through Taxes [162]
and Emissions Trading, OECD Series on Carbon Pricing and Energy Taxation, OECD
Publishing, Paris, https://doi.org/10.1787/b84d5b36-en.

OECD (2023), Informality and Globalisation: In Search of a New Social Contract, OECD [97]
Publishing, https://doi.org/10.1787/c945c24f-en.

OECD (2022), Current Challenges to Social Mobility and Equality of Opportunity. (7]

OECD (2022), Housing Taxation in OECD Countries, OECD Tax Policy Studies, No. 29, OECD (48]
Publishing, Paris, https://doi.org/10.1787/03dfe007-en.

OECD (2022), Pricing Greenhouse Gas Emissions: Turning Climate Targets into Climate Action,  [89]
OECD Series on Carbon Pricing and Energy Taxation, OECD Publishing, Paris,
https://doi.org/10.1787/€9778969-en.

OECD (2022), “Tax Policy Reforms 2022: OECD and Selected Partner Economies”, [26]
https://doi.org/10.1787/067¢c593d-en.

OECD (2021), Inheritance Taxation in OECD Countries, OECD Tax Policy Studies, No. 28, [50]
OECD Publishing, Paris, https://doi.org/10.1787/e2879a7d-en.

OECD (2021), Making Property Tax Reform Happen in China: A Review of Property Tax Design  [49]
and Reform Experiences in OECD Countries, OECD Fiscal Federalism Studies, OECD
Publishing, Paris, https://doi.org/10.1787/bd0fbae3-en.

OECD (2019), Tax Morale: What Drives People and Businesses to Pay Tax?, OECD Publishing,  [20]
https://doi.org/10.1787/f3d8ea10-en.

OECD (2018), A Broken Social Elevator? How to Promote Social Mobility, OECD Publishing, [14]
Paris, https://doi.org/10.1787/9789264301085-en.

OECD (2018), Taxation of Household Savings, OECD Tax Policy Studies, No. 25, OECD [46]
Publishing, Paris, https://doi.org/10.1787/9789264289536-en.

OECD (2018), The Role and Design of Net Wealth Taxes in the OECD, OECD Tax Policy [51]
Studies, No. 26, OECD Publishing, Paris, https://doi.org/10.1787/9789264290303-en.

OECD (2017), The Pursuit of Gender Equality: An Uphill Battle, OECD Publishing, Paris, (5]
https://doi.org/10.1787/9789264281318-en.

OECD (2015), In It Together: Why Less Inequality Benefits All, OECD Publishing, Paris, [16]
https://doi.org/10.1787/9789264235120-en.

TAXATION AND INEQUALITY © OECD 2024



| 37

OECD (2015), Measuring and Monitoring BEPS, Action 11 - 2015 Final Report, OECD [60]
Publishing, Paris, https://doi.org/10.1787/9789264241343-en.

OECD (2013), Taxing Wages 2013, OECD Publishing, Paris, https://doi.org/10.1787/tax_wages-  [33]
2013-en.

OECD (2009), Engaging with High Net Worth Individuals on Tax Compliance, OECD Publishing, [100]
Paris, https://doi.org/10.1787/9789264068872-en.

OECD (forthcoming), Re-examining capital gains taxation in OECD countries. (1171

OECD/KIPF (2014), The Distributional Effects of Consumption Taxes in OECD Countries, OECD  [79]
Tax Policy Studies, No. 22, OECD Publishing, Paris, https://doi.org/10.1787/9789264224520-
en.

Ohnsorge, F. and S. Yu (2022), The Long Shadow of Informality: Challenges and Policies, World ~ [96]
Bank, https://doi.org/10.1596/978-1-4648-1753-3.

Ohrn, E. (2023), “Corporate Tax Breaks and Executive Compensation”, American Economic [63]
Journal: Economic Policy, Vol. 15/3, pp. 215-55, https://doi.org/10.1257/pol.20210155.

Okunogbe, O. and G. Tourek (2024), “How Can Lower-Income Countries Collect More Taxes? [94]
The Role of Technology, Tax Agents, and Politic”, Journal of Economic Perspectives,
Vol. 38/1, pp. 81-106, https://doi.org/10.1257/jep.38.1.81.

PCT (2020), The Taxation of Offshore Indirect Transfers - A Toolkit, https://www.tax- (73]
platform.org/sites/pct/files/publications/PCT Toolkit The Taxation of Offshore Indirect Tra

nsfers.pdf.

PCT (2015), Options for Low Income Countries Effective and Efficient Use of Tax Incentives for (58]
Investment: A Report to the G-20 Development Working Group by the IMF, OECD, UN and
World Bank, https://www.tax-platform.org/sites/pct/files/publications/100756-Tax-incentives-
Main-report-options-PUBLIC 0.pdf.

Perret, S. (2021), “Why were most wealth taxes abandoned and is this time different?”, Fiscal [52]
Studies, Vol. 42/3-4, pp. 539-563, https://doi.org/10.1111/1475-5890.12278.

Peter, K., S. Buttrick and D. Duncan (2010), “Global Reform of Personal Income Taxation, 1981-  [109]
2005: Evidence from 189 Countries”, National Tax Journal, Vol. 63/3, pp. 447-478,
https://doi.org/10.17310/ntj.2010.3.03 (accessed on 19 May 2022).

Pickett, K. and R. Wilkinson (2015), “Income inequality and health: A causal review”, Social [15]
Science &amp; Medicine, Vol. 128, pp. 316-326,
https://doi.org/10.1016/j.socscimed.2014.12.031.

Piketty, T., E. Saez and G. Zucman (2023), “Rethinking capital and wealth taxation”, Oxford (147]
Review of Economic Policy, Vol. 39/3, pp. 575-591, https://doi.org/10.1093/oxrep/grad026.

Piketty, T., E. Saez and G. Zucman (2018), Distributional national accounts: Methods and (1]
estimates for the United States, https://doi.org/10.1093/qje/qjx043.

Rosenthal, S. and L. Mucciolo (2024), “Who’s Left to Tax? Grappling With A Dwindling [65]
Shareholder Tax Base”, Tax Notes Federal, Vol. 183/1,
https://www.taxpolicycenter.org/sites/default/files/publication/165884/ssrn-id4797771.pdf.

TAXATION AND INEQUALITY © OECD 2024



38 |

Saez, E., B. Schoefer and D. Seim (2019), “Payroll Taxes, Firm Behavior, and Rent Sharing: [165]
Evidence from a Young Workers’ Tax Cut in Sweden”, American Economic Review,
Vol. 109/5, pp. 1717-1763, https://doi.org/10.1257/aer.20171937.

Saez, E., D. Yagan and G. Zucman (2021), Capital Gains Withholding, (151]
https://eml.berkeley.edu/~yagan/CapitalGainsWithholding.pdf (accessed on 18 August 2023).

Saez, E. and G. Zucman (2019), The Triumph of Injustice: How the Rich Dodge Taxes and How  [156]
to Make Them Pay, W.W. Norton & Company, New York.

Sainsbury, T. and R. Breunig (2020), “Tax planning in Australia’s income tax system”, Agenda, [128]
Vol. 27/1, https://doi.org/10.22459/AG.27.01.2020.03.

Seim, D. (2017), “Behavioral Responses to Wealth Taxes: Evidence from Sweden”, American [139]
Economic Journal: Economic Policy, Vol. 9/4, pp. 395-421,
https://doi.org/10.1257/p0l.20150290.

Smith, K., T. Pope and H. Miller (2019), Intertemporal income shifting and the taxation of owner-  [112]
managed businesses, The IFS, https://doi.org/10.1920/wp.ifs.2019.1925.

Smith, M. et al. (2019), “Capitalists in the Twenty-First Century”, The Quarterly Journal of [64]
Economics, Vol. 134/4, pp. 1675-1745, https://doi.org/10.1093/qje/qjz020.

Souillard, B. (2020), Profit Shifting, Employee Pay, and Inequalities: Evidence From US Listed [76]
Companies, https://doi.org/10.2139/ssrn.4097846.

Stiglitz, J. (2015), “Inequality and Economic Growth”, The Political Quarterly, Vol. 86, pp. 134- (7]
155, https://doi.org/10.1111/1467-923X.12237.

Tazhitdinova, A. (2020), “Are changes of organizational form costly? Income shifting and [70]
business entry responses to taxes”, Journal of Public Economics, Vol. 186, p. 104187,
https://doi.org/10.1016/j.jpubeco.2020.104187.

The World Bank (2022), The World Bank Poverty and Inequality Platform, (1
https://pip.worldbank.org/home.

Thomas, A. (2020), “Reassessing the regressivity of the VAT”, OECD Taxation Working Papers, [161]
https://doi.org/10.1787/b76ced82-en.

Thomas, A. (2020), “Reassessing the regressivity of the VAT”, OECD Taxation Working Papers, (80l
No. 49, OECD Publishing, Paris, https://doi.org/10.1787/b76ced82-en.

Toder, E. and A. Viard (2016), A proposal to reform the taxation of corporate income, (150]
https://www.taxpolicycenter.org/sites/default/files/alfresco/publication-pdfs/2000817-a-
proposal-to-reform-the-taxation-of-corporate-income.pdf (accessed on 18 August 2023).

Torres, C., K. Mellbye and B. Brys (2012), “Trends in Personal Income Tax and Employee Social [110]
Security Contribution Schedules”, OECD Taxation Working Papers, No. 12, OECD
Publishing, Paris, https://doi.org/10.1787/5k95qw9633vf-en.

UBS (2024), Global Wealth Report 2024, https://www.ubs.com/global/en/wealth- [103]
management/insights/global-wealth-report.html.

United Nations (2024), Financing for Sustainable Development Report 2024, [25]
https://doi.org/10.18356/9789213588635.

TAXATION AND INEQUALITY © OECD 2024



Warwick, R. et al. (2022), “The redistributive power of cash transfers vs VAT exemptions: A
multi-country study”, World Development, Vol. 151, p. 105742,
https://doi.org/10.1016/j.worlddev.2021.105742.

WIL (2024), Distributional National Accounts Guidelines. Methods and Concepts used in the
World Inequality Database.

World Bank (2022), Poverty and Shared Prosperity 2022: Correcting Course.,
https://doi.org/10.1596/978-1-4648-1893-6.

World Economic Forum (2023), Global Gender Gap Report 2023.

Yagan, D. (2023), “What is the average federal individual income tax rate on the wealthiest
Americans?”, Oxford Review of Economic Policy, Vol. 39/3,
https://doi.org/10.1093/oxrep/grad031.

Young, A. (2013), “Inequality, the urban-rural gap, and migration”, Quarterly Journal of
Economics, Vol. 128/4, https://doi.org/10.1093/qgje/qjt025.

Zawisza, T. et al. (forthcoming), Tax arbitrage through closely held businesses: implications for
OECD tax systems, OECD Taxation Working Papers.

Zucman, G. (2024), A blueprint for a coordinated minimum effective taxation standard for ultra-
high-net-worth individuals, https://gabriel-zucman.eu/files/report-g20.pdf.

TAXATION AND INEQUALITY © OECD 2024

|39

(81]

[166]

[31]

[6]

[106]

1]

[71]

(29]



Taxation and Inequality

OECD REPORT TO G20 FINANCE MINISTERS AND
CENTRAL BANK GOVERNORS, JULY 2024,
BRAZIL

This report, commissioned by the Brazilian G20 Presidency ahead of
the July 2024 G20 Finance Ministers and Central Bank Governors
meeting, contributes to discussions on the role of tax systems in
addressing inequality. It explores how tax systems can mitigate or
exacerbate inequality with a focus on the distribution of income
and wealth and identifies scope for potential reform. It zooms in on
the specific tax policy and compliance challenges associated with
taxing high-net-worth individuals (HNWIs), some of which have a
cross-border dimension.

&) OECD

BETTER POLICIES FOR BETTER LIVES
For more information:

>@4 ctp.contact@oecd.org

2\
|, \l https://oe.cd/tax
L/

X @OECDtax
m OECD Tax




	Executive summary
	1 Inequality and the role of taxation
	1.1 Inequality levels and trends
	1.2 The role of tax systems in reducing inequality
	1.3 Growing calls for action on tax and inequality, including the taxation of high-net-worth individuals

	2 Tax policy and inequality: issues and opportunities for reform
	2.1 Labour income taxes
	2.2 Personal capital income and wealth taxes
	2.3 Corporate income taxes
	2.4 Indirect taxes
	2.5 Challenges in low- and middle-income countries

	3 The taxation of high-net-worth individuals: evidence and challenges
	3.1 Evolution of the HNWI population
	3.2 Evidence and drivers of effective tax rates among HNWIs
	3.3 Policy and compliance considerations for taxing HNWIs

	4 Conclusions
	References



