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In order to achieve the Internationally Agreed Development Goals and to overcome dependence on external donors and 
International Finance Institutions, the countries of the global South need to substantially increase domestic revenues. But 
in contrast, the world witnesses a growing transfer of capital from the global South to the North. According to the most 
accurate estimates, a flow between US$500 and US$800 billions of illicit capital leaves the South each year. The major 
component of such illicit financial flows is due to the tax avoidance and tax evasion of transnational corporations. This is 
a scandal which has to be stopped immediately.  

To this end, multilateral measures are indispensable. For governments can only collectively address the world-wide tax 
race to the bottom and capital flight to tax havens. And even a more effective taxation of transnational corporations, anti-
corruption measures and the return of stolen assets from foreign accounts to the countries of the global South are only 
possible via increased multilateral co-operation. The following four steps are essential: 

1. Effective taxation of transnational corporations and combating of price manipulation in global trade 

An effective corporate tax has to be an essential element of any efficient tax system. Exemption from taxation or tax 
incentives for transnational investors in Special Economic Zones are counterproductive in this respect. They ought to be 
abolished, if possible in an internationally co-ordinated manner. Furthermore, all countries ought to introduce effective 
laws on transfer pricing. Sufficient appropriately skilled staff needs to be provided in the tax authorities for a practical 
implementation of such laws in order to expose manipulations of transfer prices. The same generally applies to the false 
declaration of import and export prices.  

2. Extending reporting requirements for banks and transnational corporations 

Key information on payment flows must no longer be concealed with reference to banker’s discretion or tax secrecy. This 
applies in particular to payment flows in the area of the oil, gas and mining industries. The lack of transparency promotes 
misappropriation, corruption and tax evasion. Since a competitive disadvantage may arise from the individual disclosure 
of information, it makes little sense to rely solely on the voluntariness of disclosure. Instead, all corporations ought to be 
legally required to disclose all information on taxes, profits, fees and other payment flows between them and public 
institutions in all countries they are operating in. One step in this direction would be the introduction of a new 
International Financial Reporting Standard making country-by-country reporting a binding requirement. 

3. Supporting the repatriation of stolen public assets 

A more determined approach is required both in the countries affected and in the context of international co-operation in 
order to reduce the misappropriation of public monies and the losses the state incurs owing to corruption and bribery. 
Here, the United Nations Anti-Corruption Convention plays an important role. It ought to be ratified by all countries and 
implemented at national level as soon as possible. The Convention’s Conference of Parties has to set up an effective 
system of monitoring to check whether the states are effectively fulfilling their commitments regarding the Convention. 
Initiatives such as the Stolen Assets Recovery (StAR) Initiative ought to be strengthened and extended. 

4. Preventing the capital flight to tax havens, strengthening world-wide tax co-operation and setting up an 
International Tax Organisation 

Better co-operation among governments at international level is pivotal to the success of national tax reforms. For given 
the leeway that transnational capital enjoys, measures taken by individual governments will only meet with limited 
success. World-wide co-ordination and co-operation regarding tax matters requires institutional strengthening. For as yet, 
there is no intergovernmental forum at global level that addresses taxation issues. In the short term, the UN Committee 
of Experts on International Co-operation in Tax Matters should be upgraded to an intergovernmental body, e.g. a 
functional commission of the UN Economic and Social Council (ECOSOC), to this end. To close the existing global 
governance gap in the longer term, an International Tax Organisation ought to be created as a Specialized Agency of the 
United Nations. 

 
We are aware, that the implementation of these and further steps toward global tax justice will not be easy. Although the 
majority of the population will benefit from the outlined steps, there will also be losers – namely those that are the 
beneficiaries of the present system. These include corrupt elites and wealthy individuals who place their fortunes in tax 
havens, and those transnational companies that maximize their profits through manipulative transfer pricing. But on the 
other side of the spectrum stand many millions of people whose quality of life would improve dramatically through 
increased government expenditure on public education and health care, active social policies, and additional state 
investments in public infrastructure. We appeal to you to take action in the interest of these millions instead of 
keeping the status quo in the interest of the few beneficiaries of the present system. 


