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Dodging by the Ultra-Wealthy

What’s at Stake?

s N
Key Facts

Governments globally lose an estimated USD 200-250 billion annually in tax revenue due
to low tax rates for billionaires.

Wealth concentration accelerates, fuelling global inequality, weakening democratic insti-
tutions, and undermining trust in governments.

Wealth inequality has direct links to climate change, with the wealthiest individuals con-
tributing disproportionately to carbon emissions.

Taxing billionaires, or the ultra-wealthy, is primarily discussed at the G20, but has also
emerged as a key issue in negotiations on the UN Framework Convention on International
Tax Cooperation and in the Pact for the Future.

1 Tax (in)justice in Germany

The German government’s 2024 budget proposal sticks to strict saving policies, but con-
cedes tax cuts primarily to higher-income earners. This places a greater burden on
lower-income families and reduces funding for key areas like climate protection,
transformation, and education (Fratzscher, 2023).

Despite growing calls for change from political parties like the Left and the Greens, and
BMZ Minister Schulze (SPD), Finance Minister Lindner (FDP) has blocked reforms, argu-
ing that Germany already has high taxes (Scholle, 2024). In reality, the ultra-wealthy in
Germany pay less in taxes than in places like ‘tax haven’ Switzerland (Jirmann &
Schuster, 2024).

Germany is home to 255 billionaire households, with a combined wealth of EUR 630 bil-
lion. Some billionaires with a German citizenship reside abroad, meaning they do not pay
the majority of their taxes in Germany (Fratzscher, 2024).

In Germany, middle-class families pay a higher effective tax rate (43%) than billion-
aires (26%), far below the national maximum tax rate (47.5%). This is because most of
the money of the ultra-wealthy comes from investments, i.e. profits, dividends, and in-
vestment returns from their businesses, which are taxed less than salaries, from which
most middle-class people derive theirincome (Jirmann & Schuster, 2024).

A key factor driving the unusually high levels of wealth in Germany is that hardly any
other country taxes wealth so lightly while at the same time taxing labour so heavily
(Fratzscher, 2023).
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2 How are German billionaires skirting
taxes?

Billionaires effectively minimise their tax liabilities due to Germany’s challenges in tax-
ing (1) stocks of wealth through a direct wealth tax, (2) wealth transfers through inher-
itance and gift taxes, and (3) financial returns on wealth, such as capital income, where
loopholes and exemptions undermine tax enforcement.

Germany discontinued its wealth tax in 1997, but still taxes real property, which dis-
proportionately affects the middle class, as these taxes fail to account for debt and pri-
marily target immovable assets like real estate. This situation contributes to low home-
ownership rates and exacerbates wealth inequality, as wealthier households with di-
verse financial assets are less impacted (Dustmann et al., 2022; Hebous et al., 2024).

Around 70% of billionaire wealth in Germany stems from inheritances and gifts rather
than personal economic performance (Fratzscher, 2023), partly due to Germany’s regres-
sive tax system, in which smaller inheritances (under EUR 500,000) face effective tax
rates exceeding 10%, while inheritances over EUR 20 million are taxed at just 1.8%
(OECD, 2020).

Germany attempts to tax the ultra-wealthy’s income from wealth primarily through cor-
porate equity, which constitutes the majority of their wealth, but the system remains re-
gressive. Billionaires often use holding companies to avoid paying personal income taxes
on dividends and can indefinitely delay paying capital gains taxes by not selling shares
(Jirmann & Schuster, 2024).

Ultra-wealthy individuals often find ways to move their profits to low-tax jurisdictions,
which helps them pay less overall (Zucman, 2024a).

These strategies let the ultra-rich grow their wealth while paying far less in taxes than
regular people (Christensen et al., 2023).

3 Environmental toll of wealth accumu-
lation

Thewealthiest 1% in Germany emit 15 times more carbon than the poorest half; globally,
the top 0.01% emit 2,300 tons of CO2 per person annually compared to 1.4 tons by the
poorest 50% (Deutschlandfunk, 2024). While the ultra-wealthy emit the most carbon,
poorer populations bear the brunt of climate impacts.

The ultra-wealthy’s consumption patterns (e.g., usage of private jets and yachts, space
tourism) contribute significantly to their carbon footprint (Dabi et al., 2022; Khalfan et al.,
2023). Their role in shaping climate policies, through financial power, political connec-
tions, or lobbying, often preserves frameworks that favour their economic interests, po-
tentially slowing or blocking more ambitious climate actions needed to address environ-
mental challenges (Khalfan et al., 2023).
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4 The global minimum billionaires tax
proposal

Economist Gabriel Zucman proposes a minimum tax for billionaires, setting a baseline
of 2% of their wealth annually. This tax aims to ensure that the ultra-wealthy contribute a
fair share, focusing on their wealth rather than just income (Zucman, 2024b).

The tax applies to the value of all assets owned by billionaires, minus any debts. It’s
designed to be a minimum standard, complementing existing income taxes rather than
replacing them (Zucman, 2024a).

The proposal primarily targets billionaires, but could also include high-net-worth individ-
uals with wealth starting at USD 100 million, known as centi-millionaires. This would help
make the tax system more comprehensive.

If implemented, the tax could generate an annual USD 200-250 billion globally from
only 3,000 individuals (Zucman, 2024a). In Germany alone, a 2% tax on the assets of bil-
lionaires residing in Germany could generate approximately EUR 5.7 billion in additional
annual revenue (Fratzscher, 2024).

Extending the tax to centi-millionaires would generate an additional USD 100-140 bil-
lion a year globally (Zucman, 2024a), with nearly EUR 16.9 billion in Germany alone
(Fratzscher, 2024). While this is modest compared to the EUR 450 billion German federal
budget, it could help address fiscal gaps and fund significant public investments
(Fratzscher, 2024), e.g. in healthcare, education, or climate action.

Countries would collaborate to implement this tax, allowing for flexibility in its applica-
tion, while preventing tax competition. This coordinated approach would significantly re-
duce opportunities for tax avoidance and evasion by ensuring consistent enforcement
across borders, closing loopholes, and strengthening domestic tax policies (Zucman,
2024a).

Advancements in technical tools enhance our capacity to implement this tax effectively.
The establishment of an international framework for a minimum tax on corporations il-
lustrates that a similar approach can be applied to billionaires, offering a replicable
model. Past successes with the OECD’s automatic exchange of information enable the
tracking of offshore assets (Zucman, 2024a).

5 Challenges and opportunities

Political resistance: Implementing the tax faces challenges due to opposition from po-
litical parties like Germany’s FDP, which resists new tax measures despite growing sup-
port from other parties. Addressing these reservations is crucial for the proposal's suc-
cess.

Strategic importance: Taxing the ultra-wealthy offers a vital opportunity to advance tax
justice, reduce carbon emissions, and fund essential climate actions. Upcoming events
such as the G20 Summit and the UNFCCC’s COP 29 provide platforms to advocate for fair
tax measures that support global sustainability efforts. This momentum should be sus-
tained beyond 2024, looking toward the South African G20 Presidency, the Financing for
Development agenda, and the upcoming German Federal elections.
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