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Gro_wm_g demands to tax €% ooicoon 1l IFS
capital income and wealth more *

= High income and wealth inequality (chancel et al, 2022)

= Estimates vary within country, underlying data & method used matters
(Advani et al, 2025, Alvaredo et al, 2025, Carranza et al, 2025)

TaxDev



https://wir2022.wid.world/www-site/uploads/2021/12/WorldInequalityReport2022_Full_Report.pdf
https://arunadvani.com/papers/AdvaniSummersTarrant2025_MeasuringTopWealthShares.pdf
https://academic.oup.com/ooec/article/4/Supplement_1/i9/7732144?login=false
https://academic.oup.com/ooec/article/4/Supplement_1/i36/8046486?login=false

Gro_wm_g demands to tax €% o5 Gioba 1lies
capital income and wealth more *

= High income and wealth inequality (chancel et al, 2022)

= Estimates vary within country, underlying data & method used matters
(Advani et al, 2025, Alvaredo et al, 2025, Carranza et al, 2025)

= High-income and high-net-worth individuals (top 1%-0.01%) pay
proportionally less income tax (most evidence from HICs, zucman, 2024)

= capital income (business income) relatively more important at the top
(Delestre et al, 2024, Del Carmen et al, 2025)

= capital income often taxed more lightly than employment income (Hourani
et al, 2023, Hourani & Perret, 2025)

= avoidance - income-shifting (pirttiz & selin, 2011), migration (Advani et al, 2025)

= evasion - hide income and wealth from authorities (Lejour & Schindler, 2024)

TaxDev
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https://ideas.repec.org/a/eee/pubeco/v246y2025ics004727272500060x.html
https://www.oecd.org/en/publications/the-taxation-of-labour-vs-capital-income_04f8d936-en.html
https://www.oecd.org/en/publications/the-taxation-of-labour-vs-capital-income_04f8d936-en.html
https://www.oecd.org/en/publications/taxing-capital-gains_9e33bd2b-en.html
https://onlinelibrary.wiley.com/doi/abs/10.1111/j.1467-9442.2010.01635.x
https://arunadvani.com/papers/AdvaniBurgherrSummers2025_TaxationAndMigrationByTheSuperRich.pdf
https://www.elgaronline.com/edcollbook/book/9781803929743/9781803929743.xml
https://www.elgaronline.com/edcollbook/book/9781803929743/9781803929743.xml

Gro_wm_g demands to tax €% o5 Gioba 1lies
capital income and wealth more *

= High income and wealth inequality (chancel et al, 2022)

= Estimates vary within country, underlying data & method used matters
(Advani et al, 2025, Alvaredo et al, 2025, Carranza et al, 2025)

= High-income and high-net-worth individuals (top 1%-0.01%) pay
proportionally less income tax (most evidence from HICs, zucman, 2024)

= Shifts in conventional principles (zero capital tax) & enforcement
mechanisms (AEIO, technology)
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https://wir2022.wid.world/www-site/uploads/2021/12/WorldInequalityReport2022_Full_Report.pdf
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Taxing capital income and/or _ ‘y,ﬁ ool sllIFS
wealth more? How? Unsettled question ™
« Tax systems vary in design, scope and administration across countries

- Balance equity, efficiency & revenue objectives using imperfect &

complementary instruments
* Recent normative work ambiguous, evidence varies

= Need more evidence from L&MICs on taxpayers and responses

TaxDev




Taxing capital income and/or OV o5 Giobal

. & liFs
wealth more? How? Unsettled question *¥

« Tax systems vary in design, scope and administration across countries

- Balance equity, efficiency & revenue objectives using imperfect &

complementary instruments
* Recent normative work ambiguous, evidence varies
= Need more evidence from L&MICs on taxpayers and responses
= Future work

= Characterise tax treatment of capital and labour income in Sub-Saharan

African countries (different sources of capital income)
= Compute stylised ETR for hypothetical individuals

= |deally combine with micro data (survey and admin)

TaxDev
S —



Different ways to tax capital income % ooicora  lliFs
and wealth :

= Taxes on capital income:
= Interests, dividends, royalties, rental income, capital gains
= Taxes on the transfers of wealth:

= Estate /inheritance, gifts, market exchange of assets (e.g. financial
assets, bank transfers, property)

= Taxes on the stock of wealth:

= Broad or net wealth imposed on the value of most or all types of assets
held by an individual minus the related debts

= Specific assets

= E.g. recurrent taxes on immovable property or movable property
(from cars and aircrafts to financial assets)

TaxDev
S —



Dividends taxed less than employment

income in most OECD countries
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ETR for hypothetical taxpayer - Difference in the share of income payable at the
combined personal and firm levels (no behaviour, economic incidence, evasion).

Source: Hourani et. al. (2023), The taxation of labour vs. capital income: A focus on high earner TaxDe\I



https://www.oecd.org/content/dam/oecd/en/publications/reports/2023/08/the-taxation-of-labour-vs-capital-income_0d35e3e3/04f8d936-en.pdf

. . y /XN
Lower statutory rates on capital income % ©P!Giobal alirs
in Africa (selected countries)
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Source: Authors' own elaboration based on data from EY, Deloitte and PwC publicly available. TaxDev
Note: Year 2024, not for circulation — data needs further checks and validation.



Lower prevalence of wealth taxes #% ooicioba Jdlirs
across countries

% LICs % LMICs % UMICs % HICs

Stock of wealth

Any wealth tax 10% 11% 16% 13%
Net wealth tax 10% 8% 9% 9%
Property tax 80% 79% 88% 79%
Tax on transfers of wealth

Inheritance (or estate) taxes 20% 42% 51% 45%
Gift taxes 10% 50% 49% 45%

Source: Authors' own elaboration based on data from EY, Deloitte and PwC publicly available.
Note: Year 2024. Sample of 158 countries - 10 low-income, 38 lower-middle, 43 upper-middle,
67 high-income countries. Not for circulation — data needs further checks and validation. Ta)( Dev



Taxes on wealth transfers account for  gp, ., .. s
small % of tax revenue, even in HIC i

Inheritance, estate & gift tax revenues, 2019 (% of tax revenue)

% of total tax revenue

Source: Reproduced from OECD (2021), Inheritance taxation in OECD countries

- Narrow bases: in many countries most estates exempted (OECD, 2021).

TaxDev
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https://www.oecd.org/content/dam/oecd/en/topics/policy-issues/tax-policy/inheritance-taxation-in-oecd-countries-brochure.pdf

Tax capital income, stock or transfer of

. o .‘J”‘ ODI Global -IIIFS
wealth? Equity-efficiency trade-offs =

= Policy objective:

= 1 tax burden on the rich, 1 tax revenues, improve welfare

= Results from normative theory vary with key assumptions (Bastani & waidenstrém,
2023

= drivers of (heterogeneous) levels in wealth & capital income
= externalities from wealth or income concentration (kieven. 2025)
= (heterogenous) evasion level

= (heterogenous) elasticities of (reported) wealth & income

TaxDev



https://watermark.silverchair.com/grad030.pdf?token=AQECAHi208BE49Ooan9kkhW_Ercy7Dm3ZL_9Cf3qfKAc485ysgAAA04wggNKBgkqhkiG9w0BBwagggM7MIIDNwIBADCCAzAGCSqGSIb3DQEHATAeBglghkgBZQMEAS4wEQQMlfsvLCCOaRTpXzh3AgEQgIIDATvkKgoyucF_eQHSqq8bB8yiJVwB86H6O6b6fw73HaRYggzQMRMzjzx-0Yv2KTBoBDPlwnmhiP0O6OJ1LzhOtkCUNUj_FNnc9GZB-mo3S137YiH1hFnWkqPVVbts8e202KIbcTOuJ981m335SXGHpxIpG1xLw-yZZViEVcOi5jEDfZCjW_CoSYB7Zf2zHTDDAgsM2y_IuBVuHjNiydZI5e9k9M4KCdPxWz8DAylvez1XxZvqjFFpAzkqDG1s72HTpL3scbXqpheCbMQhlTxb3nb9AIFICe8spPpnJSodohEGpDSod8y7WZnhF8uaAjf2fu_bBRrNjz89fx2MA5E1d9tSIr83tjHsC0Soj_ZCmLaemZPGzLNwsvC5BsmUtOpeq9Nz35lyw2aePXzllahGPHxhVugYF89RcfPTjPGHQwzMqzdEh_s1cbg7S1SsLNQjpPZ8mQb42m1XDhtNwWTZOUJbkH1QNT7-cbqXWJHoINUYBpNankDKio2YEJ3MmFDpobcY0rteXwGw0vvtBNr6pnswQ69NwJDU4dGqczc7VGQ1ymCw5OqB7VsNkA-dDjjMO5EIRieieKkPamBf-4eUYcnHrmBVqPf3Z5eB3DeQqOVvwimF7pPsPZTG6mbDB8boblzwB-V-L1R2Glqb0pUKLjuw-J3TyB2c-r405SykNArBJVDWbwaLhUSPMRyviYbo3lSQqgLqhyNa8XsUFWH9zDVovlnvn9CdfAkByxKfya2oiAZxAPgFgdzq8Ipq_bXcIIMQsk1kCPAXLtlKJqKnSkQHSYirj-BSa87XBv5EcL7s4sGr8rKqeEBk2qFwDnW_8t6kvWh2ls0lQ0ZuoYWHy-lX0ii-xiPLIJdVICGToQ9UJn8p878QlE8ulepVp9NakXv6KLUqtsnCJLoph6M4ilORYHnrfYFV7xhxR7-NnY21Y04wtY_Lbqz2jw4vJrcPFgL-daoruXbs2h3afAU1v0strxZShhSMPZT_2B4vf8aeGQi6yI0eupQ7mSAtEy_BBdg
https://watermark.silverchair.com/grad030.pdf?token=AQECAHi208BE49Ooan9kkhW_Ercy7Dm3ZL_9Cf3qfKAc485ysgAAA04wggNKBgkqhkiG9w0BBwagggM7MIIDNwIBADCCAzAGCSqGSIb3DQEHATAeBglghkgBZQMEAS4wEQQMlfsvLCCOaRTpXzh3AgEQgIIDATvkKgoyucF_eQHSqq8bB8yiJVwB86H6O6b6fw73HaRYggzQMRMzjzx-0Yv2KTBoBDPlwnmhiP0O6OJ1LzhOtkCUNUj_FNnc9GZB-mo3S137YiH1hFnWkqPVVbts8e202KIbcTOuJ981m335SXGHpxIpG1xLw-yZZViEVcOi5jEDfZCjW_CoSYB7Zf2zHTDDAgsM2y_IuBVuHjNiydZI5e9k9M4KCdPxWz8DAylvez1XxZvqjFFpAzkqDG1s72HTpL3scbXqpheCbMQhlTxb3nb9AIFICe8spPpnJSodohEGpDSod8y7WZnhF8uaAjf2fu_bBRrNjz89fx2MA5E1d9tSIr83tjHsC0Soj_ZCmLaemZPGzLNwsvC5BsmUtOpeq9Nz35lyw2aePXzllahGPHxhVugYF89RcfPTjPGHQwzMqzdEh_s1cbg7S1SsLNQjpPZ8mQb42m1XDhtNwWTZOUJbkH1QNT7-cbqXWJHoINUYBpNankDKio2YEJ3MmFDpobcY0rteXwGw0vvtBNr6pnswQ69NwJDU4dGqczc7VGQ1ymCw5OqB7VsNkA-dDjjMO5EIRieieKkPamBf-4eUYcnHrmBVqPf3Z5eB3DeQqOVvwimF7pPsPZTG6mbDB8boblzwB-V-L1R2Glqb0pUKLjuw-J3TyB2c-r405SykNArBJVDWbwaLhUSPMRyviYbo3lSQqgLqhyNa8XsUFWH9zDVovlnvn9CdfAkByxKfya2oiAZxAPgFgdzq8Ipq_bXcIIMQsk1kCPAXLtlKJqKnSkQHSYirj-BSa87XBv5EcL7s4sGr8rKqeEBk2qFwDnW_8t6kvWh2ls0lQ0ZuoYWHy-lX0ii-xiPLIJdVICGToQ9UJn8p878QlE8ulepVp9NakXv6KLUqtsnCJLoph6M4ilORYHnrfYFV7xhxR7-NnY21Y04wtY_Lbqz2jw4vJrcPFgL-daoruXbs2h3afAU1v0strxZShhSMPZT_2B4vf8aeGQi6yI0eupQ7mSAtEy_BBdg
https://www.henrikkleven.com/uploads/3/7/3/1/37310663/kleven_toptax_jan2025.pdf

Tax capital income, stock or transfer of

. o .‘.,""‘ ODI Global ||||FS
wealth? Equity-efficiency trade-offs =

= Broad wealth tax: taxpayers with = wealth pay = tax

= taxes “imputed” normal returns to capital/unrealised gains, favours
excess returns

- Two contrasting normative results from stylised models:

= |f excess returns driven by productive activities, tax wealth

= better allocation of capital, 1 productivity & growth (Guvenen et al, 2023)

= If excess returns driven by luck or rent-seeking, tax capital income

= (exempt normal return, wirlees et al. 2011)

= challenge to tax unrealised gains

= |n practice, excess returns likely driven by a combination of factors and
vary across individuals
TaxDev


https://academic.oup.com/qje/article-abstract/138/2/835/6979843?redirectedFrom=fulltext&login=true
https://ifs.org.uk/books/tax-design

Design and implementation of taxes £% ooicioba 1lirs
matter :

Considerations

= Partial tax base or differential tax rates

= Mobility of residence and assets

= Liquidity constraints (for taxes on stock or transfers of wealth, or other
unrealised capital gains)

= Determining tax bases and liabilities

TaxDev




Design and implementation of taxes £% ooicioba 1lirs
matter :

Considerations

= Partial tax base or differential tax rates

= Mobility of residence and assets

= Liquidity constraints (for taxes on stock or transfers of wealth, or other
unrealised capital gains)

= Determining tax bases and liabilities
= Valuation of assets
= Relying on self-assessment (misreporting)
= More problematic in many L&MICs

= Often no legal obligation to file self-assessment (WHT agents
report aggregates, no individual tax records).

= Third-party data to not only to enforce but build records

—> All shape efficiency, equity & revenue impact of these taxes TaxDev
S S———m"—=FTUS



How do individuals respond to #% o0iciona W1liES
. . |’v‘." obal g
capital income and wealth taxes?

= Most evidence from HICs shows individuals respond

= How and by how much varies by tax, rates, base, nature of reform,

context, methodology (Advani & Tarant, 2021, Scheuer & Slemrod, 2021, Lefebvre et al, 2024)

= Short- vs long-term effects, micro vs aggregate effects

= Real vs reported incomes & wealth

TaxDev



https://onlinelibrary.wiley.com/doi/full/10.1111/1475-5890.12283
https://www.aeaweb.org/articles?id=10.1257/jep.35.1.207
https://cepr.org/voxeu/columns/estimating-laffer-tax-rate-capital-income-cross-base-responses-matter

How do individuals respond to #% o0iciona W1liES
. . Py obal u
capital income and wealth taxes?

= Most evidence from HICs shows individuals respond

= How and by how much varies by tax, rates, base, nature of reform,

context, methodology (Advani & Tarant, 2021, Scheuer & Slemrod, 2021, Lefebvre et al, 2024)
= Short- vs long-term effects, micro vs aggregate effects

= Real vs reported incomes & wealth

= Emerging evidence from LMICs, responses may be larger (8achas et al, 2024)

= 1 PIT top rate (Uganda, Jouste et al, 2025, South Africa, Axelson et al, 2024,
Uruguay, income shift of self-employed, Bergolo et al, 2022)

= Improvement in enforcement (AEOI) combined with tax amnesties can |
elasticities, 1 revenues & progressivity

= 1 reported wealth offshore (Colombia, Londorio-Velez & Avila-Mahecha.2021,
Argentina, Londofio-Velez & AviIa-Mahecha,2023)

TaxDev
S —


https://onlinelibrary.wiley.com/doi/full/10.1111/1475-5890.12283
https://www.aeaweb.org/articles?id=10.1257/jep.35.1.207
https://cepr.org/voxeu/columns/estimating-laffer-tax-rate-capital-income-cross-base-responses-matter
https://pubs.aeaweb.org/doi/pdfplus/10.1257/jep.38.1.55
https://link.springer.com/article/10.1007/s10797-024-09861-w
https://sa-tied.wider.unu.edu/sites/default/files/Working%20Paper%20232.pdf
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=4007698
https://www.aeaweb.org/articles?id=10.1257/aeri.20200319&from=f
https://www.aeaweb.org/articles?id=10.1257/aeri.20200319&from=f
https://www.aeaweb.org/articles?id=10.1257/aeri.20200319&from=f
https://www.aeaweb.org/articles?id=10.1257/aeri.20200319&from=f
https://www.aeaweb.org/articles?id=10.1257/aeri.20200319&from=f
https://www.aeaweb.org/articles?id=10.1257/aeri.20200319&from=f
https://www.aeaweb.org/articles?id=10.1257/aeri.20200319&from=f
https://documents.worldbank.org/en/publication/documents-reports/documentdetail/099934312112322376/idu00738e97b03268043dd0a3d500bb680f31ebd
https://documents.worldbank.org/en/publication/documents-reports/documentdetail/099934312112322376/idu00738e97b03268043dd0a3d500bb680f31ebd
https://documents.worldbank.org/en/publication/documents-reports/documentdetail/099934312112322376/idu00738e97b03268043dd0a3d500bb680f31ebd
https://documents.worldbank.org/en/publication/documents-reports/documentdetail/099934312112322376/idu00738e97b03268043dd0a3d500bb680f31ebd
https://documents.worldbank.org/en/publication/documents-reports/documentdetail/099934312112322376/idu00738e97b03268043dd0a3d500bb680f31ebd

Taking stock % ooiciavat il IFs

= (Capital) income and wealth concentrated at the top

= Individuals respond to capital and wealth taxes (most evidence from HICs)
= (Reported) income and wealth, their composition, savings, mobility

= Policy details, enforcement, context, methodology matters

TaxDev




Taking stock {"ﬁ opiciobal oIl IFS

= (Capital) income and wealth concentrated at the top
= Individuals respond to capital and wealth taxes (most evidence from HICs)

= Room for improvement of capital income taxes, even in L&MICs with little
revenue potential from this tax base in short run

= Growing evidence that EOI has already contributed to reducing offshore
tax evasion (Alstadsaeter et al., 2023)

= Priority to develop data infrastructure, analytical capacity at both
revenue authorities and Ministry of Finance and administrative
capacities

= Key to exploit AEOI & other third-party reporting - shape responses

= Significant gaps remain, call for more work!
TaxDev
S


https://www.taxobservatory.eu/publication/global-tax-evasion-report-2024/
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