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"Tax havens are at the 
center of the financial 
crisis."

Gabriel Zucman, ‘The 
Hidden Wealth of 
Nations’ (2014)

Phrases to 
remember

“Loopholes for 
some mean higher 
tax rates for 
everyone else.”

The Economist 
(July 2013)

"Businesses must pay 
taxes wherever their
economic activity and 
where added value is 
created ”

G20 Summit, Declaration of the 
Heads of State (2013)



Destruction 
of the social 
contract

systematic tax evasion

basic social services



Current state 
of events 
2020

Virtuous of the north,

The COVID-19 pandemic has brought the 
world economy to its knees.

fiscal sinners.

Fiscal bonanza of some northern countries (and 
ex-colonies) is not only explained by their ability 
to save. 

Global profit shifting by multinationals distorts 
competition, trade & investment patterns; affects 
the location of financial and other service activities; 
increases inequality and promotes loss of tax 
revenue worldwide.

Source: The Missing Profit of Nations.



Why should 
be worried?

It weakens and impoverishes the State, less tax 
collection means less hospitals, fewer schools, less 
healthcare. All citizens suffer.

It increases the fiscal effort that citizens must bear, 
those who do not have the mechanisms or 
resources to invent sophisticated plots are the ones 
that must support the State’s funding effort.

The principles of the social contract get broken, the
voluntary compliance to pay taxes and the 
democratic foundations are broken, thus causing 
social unrest worldwide.

THE CONSEQUENCES OF TAX EVASION: 
BIG NUMBERS, HUGE PROBLEMS.

At least half of world trade passes through 
a tax haven. 

60% of world trade is between companies 
of the same group, that they can more 
easily alter the conditions in which the
operations.

42% of the net profits of large North 
American companies comes from tax 
havens.

Latin American assets in tax havens is 
equivalent to all of Brazil's GDP.
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Source: OXFAM.



Massive need for public sector resources, huge 
demands on government budgets that 
highlights the need for a global equitable 
international tax system. It is imperative to start 
taxing those who have avoided paying their fair 
share in the past. 

GDP & Trade Capital Outflows

US$ 100 billion

Rescue Money

debt-to-GDP ratio will 
increase

Workers 

billion workers.

INTERNATIONAL COOPERATION IS FUNDAMENTAL TO OVERCOME 
THIS SITUATION AND STOP GLOBAL PROFIT SHIFTING.

Black Holes

US$ 700 
billion in 2017.. 

Missing Taxes

Current state of events in numbers



Europe

T H E  F I S C A L  B O N A N Z A  O F  
S O M E  O F  T H E M  I S  N O T  
O N L Y  E X P L A I N E D  B Y  
T H E I R  A B I L I T Y  T O  S A V E .

Virtuous of the north,
fiscal sinners.

T H E  
I N F A M O U S  

F I V E

85% 33% 10%



Being a tax 
heaven
Very attractive idea.
Lowering the Tax Rate Pays Off

So…let’s all be like Ireland

Many havens collect a lot 
of tax revenue by applying 

low rates to the huge tax 
base they attract.



Race to the bottom: 
Leprechaun economics

1980

COMMON 
CORPORATE TAX

1990

FINANCIAL
GLOBALIZATION

2000

BEGGAR THY 
NEIGHBOR

2020

GEOGRAPHIC 
DISCONNECTION 

What’s next?

+ VULNERABILITY

IRELAND: 
“beggar thy 

neighbor 
policy”

50% 40% 20% 9.5%

Tax collection in developing countries is 
10% - 20% of GDP

LATAM and Africa are more 
vulnerable:

0.0%



R&D Exports

Services trade data tells you more about tax 
avoidance than about actual trade.

Missing Profits

Leprechaun Economics

Be like Ireland



37%

50%

40%

GLOBAL FDIs

PHANTOM IN NATURE

SIAMESE BROTHERS

Luxembourg and the 

Netherlands

SMALL BROTHERHOOD

US$ 40 trillion 

US$ 15 trillion 

The fallacy of 
financial 
globalization 
N O T  A L L  F D I  I S  
C R E A T E D  E Q U A L



In less than a decade, 
phantom FDI has climbed 
from 30% to almost 40%.

Most FDI stems from 
mergers and acquisitions, not 
greenfield investment.

Rising “globalization” could simply 
mean more tax arbitrage, not more 
real integration.

The fallacy is 
only getting 
BIGGER



profits are invisible

Globalization 
brings geographic 
disconnection 

They accumulate their fortunes 
in tax havens, avoiding paying 
their corresponding taxes in the 
countries where they operate 
and earn income. 

D I G I T A L  C O M P A N I E S  A R E  
T H E  B I G  B E N E F I C I A R I E S .

Consolidated Global Profits vs. Observable Profits Across Subsidiaries



Profit shifters & tax 
avoiders all over
the economy
Tax haven firms are abnormally 
profitable within all economic sector. 

Only 17% of multinationals’ profits are 
visible in financial accounts micro-data 

N O T  O N L Y  T H E  T E C H  
C O M P A N I E S  T A K E  
A D V A N T A G E  O F  T H E  
T A X  S Y S T E M .

The missing profits



Tax evasion 
mechanism:
FISCAL ENGINEERING & 
MECHANISMS TO PAY LESS

Strategic location of intangibles: allocation of 
intellectual property among subsidiaries in low-tax 
jurisdictions.

The huge profits of foreign 
firms make tax havens 
abnormally profitable

The unrecorded profits of multinationals in tax havens 

Dutch Sandwich and Double Irish: setting up “special 
purpose entities” in tax havens, low-tax jurisdictions 
and “pass-through economies.

Transfer pricing: manipulation of intra-group 
export and import prices among subsidiaries.

Intra-group interest payments & loans (tax 
deductible).
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Double taxation agreements: abuse of  these agreements, 
which are intended to avoid taxing twice the same profit.
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M O N E Y  I N  T A X  H E A V E N S
U S $  7 . 6  T R I L L I O N S

M I S S I N G  P R O F I T S
U S $  7 0 0  B I L L I O N S  
( 2 0 1 7 )

D I R E C T  L O S S  
D E V E L O P I N G  
E C O N O M I E S

U S $  1 7 0  B I L L I O N S  
P / Y E A R

Fuente: World Gold Council, Statistica, the World Bank, CoinMarketCap

D I R E C T  L O S S  E U
U S $  5 0  - 7 0  B I L L I O N S  

P / Y E A R

D I R E C T  L O S S  A F R I C A
U S $  1 4  B I L L I O N S  

P / Y E A R

Base erosion and 
profit sharing 
affect us all



Who loses most? 

Developing countries 
should not give away 
their taxing rights.

E U  C O U N T R I E S  A R E  T H E  B I G  
L O S E R S  B U T  D E V E L O P I N G  
E C O N O M I E S  A R E  T H E  M O S T  
V U L N E R A B L E .

Where do the shifted profits come from?

EU countries loses 35% of total corporate profits but have higher 
tax collection ratio (40%) and lower vulnerability (corporate taxes as 
% of total tax revenues is 9%).

Tax income as % of GDP in LATAM, 2017

DEVELOPING 
COUNTRIES

Lower tax collection as 
% of GDP: 10% – 20%.

Higher vulnerability: in  
LATAM and Africa 
corporate taxes 
represents 15% of total 
tax revenue. 
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Real numbers, 
real consequences
T H E  C O N S E Q U E N C E S  O F  T A X  E V A S I O N  &  
A V O I D A N C E  O N  R E A L  P E O P L E .

Lost of fiscal revenues in Africa

TAX AVOIDANCE & EVASION CRIMINAL ACTIVITIES CORRUPTION

Africa could save the lives of 4.0 million children 
without the burden of current levels of tax leakage.

The EU stops collecting every year the equivalent of 
twice of the public spending on health for 508 
million inhabitants.

Developing counties could finance the education of 
124 million children with the evaded taxes. 

Tax evasion in LATAM would be enough to help 
getting out of the poverty line 32 million people, equal 
to all the people living in poverty in Bolivia, Colombia, 
Ecuador, El Salvador and Peru together. 



=

Number
One Priority

GLOBAL WARMING 

TIME TO BRING THE 
SUBJECT TO THE UN.

By starving countries of money 
needed for education, 
healthcare and job creation, tax 
havens are exacerbating 
poverty and inequality across 
the world. All citizens lose out.

TAX AVOIDANCE 



99%

US$ 78 trillion

1%

Inequality 
and poverty: 

Inequality is increasing 
worldwide partly because the 
super-rich and multinationals 
pay less and less taxes.

T H E  H I D D E N  C O S T  O F  T A X  
A V O I D A N C E  &  T A X  E V A S I O N

increasing the 

inequality gap.

But…



Inequality 
and poverty 
T H E  I M P A C T  O F  C O V I D - 1 9

Global remittances 
are expected to fall a 
record 20% this year 
alone - more than 
during the Great 
Recession in 2009.

According to the World Bank, +70-110 
million people are pushed back behind the 
line of poverty - living on less than $1.9/day. 



Inequality 
and poverty 
T H I S  I N T E R N A T I O N A L  T A X  S Y S T E M  
A N D  E V A S I O N  I S  U N D E R M I N I N G  
T H E  W E L F A R E  S T A T E  E V E N  I N  
W E A L T H Y  C O U N T R I E S .

The social elevator is not working since 2008

Net average income 
(Index 2008 = 100)

% of GDP in the hands of the richest 10%

Increasing inequality in wealthy economies

Rising social tensions are inevitable 
within this reality



Monetary stimulus amplifies the wealth 
gap in the US.

When inverted, the Fed’s balance sheet 
asset has followed the share of total assets 
held by the bottom 50% remarkably close. 

Since QE 1 started, the less financially 
privileged parts of the society have suffered 
from a shrinkage of wealth.

Inequality 
and poverty: 
T H E  H I D D E N  C O S T  O F  
M O N E T A R Y  S T I M U L U S



01.
Same Criteria

02.
Ban Patent Boxes

03.
Unify Taxation

04.
More Transparency

05.
Global Governance

Actions
to be taken



06.
International Reform

07.
”Source” Principle

Actions
to be taken

DIRECT LOSS FROM 
TAX AVOIDANCE & 
EVASION IN 
DEVELOPING 
ECONOMIES: 
US$ 170 BILLIONS 
P/YEAR.



French quest to bring fresh tax money

Fast and furious response 

Limiting the scope after threats

The 
Pandora’s 
box is 
now open

As the COVID-19 deficit climbs 
into the trillions, a tax plan 
targeting digital companies is 
getting new traction and “likes”.
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International 
cooperation is 
fundamental to stop 
tax avoidance.
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