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A GLOBAL
RACETO THE BOTTOM
ON TAX

REAT TO THE NORDIC WELFARE MODEL?

I.WHY DOES IT MATTER?
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GLOBAL INCOME INEQUALITY
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TOTAL INCOME GROWTH BY PERCENTILE IN US-
CANADA AND WESTERN EUROPE, 1980-2016
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TAXES PAID (US DATA)

Total tax rate (federal, state and local) 1950
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SOURCE OF INCOME

FIGURE 1
Sources of Expanded Cash Income
by Expanded Cash Income Percentile, 2019
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. Source: Urban-Brockings Tax Policy Center Microsimulation Model (version 0718-1). -
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2. HOW CHANGES IN THE ORGANIZATION OF
MULTINATIONAL COMPANIES IS FUELLING INEQUALITY

LABOUR SHARE OF NATIONAL ECONOMIES

Labour share of income in selected countries since 1970
in%
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Multinational profits as a share of global profits
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Notes: This figure charts the sharc of global corporate profits made by multinational corporations. Multinational profits are defined as profits accruing to

forcigners, that is portfolio equity and FDI equity income, We subtract profits accruing to residents in tax havens to avoid double counuing, The
multinational profits in 2015 were roughly €1.4 willion while global corporate profits were roughly €7.9 trillion.

The share of tax havens in U.S. profits made abroad
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Notes: This figure charts the share of income on U.S. direct investment equity income made in the main tax havens. In 2018, total equity income on U.S. DI
abroad was about $420bn. 16% came from the . 8% from L etc. Source: author's computations using balance of payments data

2016
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ESTIMATED TAX LOSS DUETO PROFIT SHIFTING OF
MULTINATIONAL COMPANIES ($500 BN/YEAR)

Estimated Tax Loss ($Sbn)
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https://www.wider.unu.edu/publication/global-distribution-revenue-loss-tax-avoidance

HOW IS IT
DONE?

Beyond America’s borders, Uber has set up a string of
subsidiaries, many in the Netherlands, that effectively
minimize taxable income.

REVENUE DO-SI-DO

UBER TECHNOLOGIES INC.

HQ in San Francisco

Parent company of everything Uber
UBERB.V.
HQ in the Netherlands

UBER 1% of Uber's cut of fare is kept as income.

INTERNATIONAL

lr;cﬁrpnrutad in the

Netherlands with HQ RASIER OPERATIONS B.V.
listed as Bermuda HQ in the Netherlands
Income landing here Proc payment to driver

is not taxed by the
Netherlands or the
us

LOCAL UBER SUBSIDIARIES DRIVER

Companies in each of the countries An Uber driver gives a
where Uber operates receive assenger a ride in one
money from Uber BV. to fund 2 B0-plus countries
marketing and support services. outside the U.S.
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In non-havens, foreign firms are less
profitable than local firms

Pre-tax corporate profits
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In tax havens, foreign firms are much
more profitable than local firms

Pre-tax corporate profits
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WHERE ARE THE
PROFITS GOING?

Pre-tax profits (% of wages paid)

Where do US multinationals book their profits?
(majority-owned affiliates of US multinationals, 2016)
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Half of all the foreign profits of US multinationals

were booked in these tax havens in 2016
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Finland loses 13% of its corporate tax revenue because of these tax havens:

All havens

EU havens

Belgium
Cyprus
Ireland

Luxembourg
Malta

Netherlands

Non-EU tax havens:

Switzerland

Bermuda, Caribbean, Puerto Rico, Hong Kong,
Singapore and others

Profits lost Tax revenue lost Tax revenue lost

($, Millions) ($, Millions)
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3.WHY SHOULD LABOR UNIONS CARE?

Undermines the funding for the welfare state
Disturbes the progressiveness and the balance of the tax system
Under-reporting of profits in non-havens means there is less money to negotiate wages

National and local firms are loosing out to multinationals due to unfair tax competition —
often resulting in less influence for workers.

THANKYOU!

Peter Ringstad

peter(@taxjustice.no

+47 4826261 |

taxjustice.no




