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Ireland has performed exceptionally over the past twenty years, before the Great Crash of 2008. This has been in contrast to many other developed countries, especially the US. In many developed Western economies, income of the middle and working classes have been stagnant or growing only marginally for some. In the US incomes for most workers have not improved since 1975, in spite of substantial economic growth and growth in productivity. There has been a radical shift in national income to those at the very top. 
There are a number of key drivers in this.
In developed countries, there has been a secular decline in labour’s share of national income going to wages for many years. This has major implications not just equity, but for demand, for growth itself. In Ireland, labour’s share fell from a high 70% in 1987, to only 52% in 2002, but unusually, has risen since. However, at 63% in 2011, it is still below that of Germany (68.3 %), UK (71.3%) or even the US (64.3%). 

The labour market is also becoming polarized between “cool jobs and crap jobs”. At the top, owners and top executives are paying themselves obscene and utterly undeserved sums, as shareholders are unable to govern them. They have rewritten the rules of corporate governance in their favour and that is what makes government’s policy on taxation and also on corporate governance of corporations so important.
There has also been a secular rise the number of top jobs and in jobs at the bottom, with the proportion of jobs in the middle declining. 
At the bottom, the shift in manufacturing from the west has eliminated some of the best jobs for unskilled or semi-skilled workers. It has also hit trade unions. In the middle, even with university education, jobs are becoming increasingly precarious – more short-term contracts, poor or no pensions, poorer public services – ironically as the squeezed middle is unwilling to pay for them and corporations do not.
I believe that the future will bring greater insecurity with stagnating incomes, increasingly precarious employment and uncertainty - unless there is a radical re-think of key issues like taxation and the governance of companies worldwide. 
There are four factors which have assisted the change in the balance of power away from workers and citizens.  It is not just the immense burden of debt which governments and bankers has hung around our necks, which is driving this shift. First is that globalisation has exacerbated major trends in labour markets and in income distribution. 
It is a fact another factor in the change is due to the decline trade union density. This is a key in the decline in the relative share of labour income. Whether one like unions or not, this decline in density and unions as a countervailing power to corporations means demand is ebbing in all developed economies as people become less well off and more insecure over time. The shift of national income to the very wealthiest, who do not spend their money (they have too much). Nor do they invest so readily – aggregate demand is down and so investment is becoming less profitable. 
Thirdly, it is a fact that, as there is not longer the threat of Soviet tanks ready to roll into Germany and Austria, capitalists have become more aggressive in undermining the Social Contract with labour and with society in general. 
Most do not realise the Crash of 2008 may have been only the first step in their own decline. 

So far these trends have not being happening in many emerging economies, but they will because most ape the worst excesses of the West.
Fourth is the decline in progressive taxation. For example, corporation tax rates are declining in most countries, led by Ireland, as they compete, foolishly, for foreign direct investment. Fifteen OECD countries had wealth taxes in 1995, only three have today. Taxes on inheritances have been scaled back too. Lower tax rates are not a problem if they are accompanied with cuts in tax avoidance schemes, but governments have failed to eliminate most of these – leaving both lower rates and avoidance mechanisms in place for the rich and corporates.
Radical reform of taxation is one key driver in reform and changing the balance of power. That is what I will talk about here.
· People are demanding more and better public services, but have been increasingly unwilling to pay for them through taxation

· Where they are willing to pay taxation, they prefer to pay regressive taxation.

· There is a view that corporations and the rich should not have to pay too much tax as it is a disincentive to investment.
· This view is best seen in Ireland where it is regarded as “treasonous” not to support the low, maximum rate of just 12.5% on corporate income. That it is a “beggar thy neighbour” policy; that it is a introverted selfish type of businessmen’s nationalism; that it really annoys our EU “partners”; that this policy is not in our own control; that it encourages transfer pricing (albeit to Ireland’s advantage, for now) by MNCs; that it contributed to the collapse of all Irish banks (too much disposable profits encouraged more reckless lending); that it takes policymakers’ minds off the factors which contribute to real competitive advantage – none of these factors seem to matter.

· Low taxes for the elite – ie corporations but not the rest of us - are part of the dominant ideology in Ireland. This is the policy of all Irish political parties.
· The dominance of neo liberal ideology for 30 years– that is of so called “perfect free markets” which work best when left alone by the interfering state, has been well and truly undermined by reality, and intellectually. 

· However, in spite of the Crash of 2008 in the West; the bank bailouts by the state; poor corporate governance by large companies, the political economy of liberalism has remained. 

· So dominant was neo-liberalism over the 30 years that even progressive and especially Social Democratic parties in many countries succumbed to it. Some reinvented themselves as New Labour and attempted to introduce “market mechanisms” into the public service even when it was clear that they were not working.

There are now some Signs of Hope for Tax Reform:
1. The OECD Guidelines for MNCs now have the new additions with the section on Human Rights for workers and on tax compliance and on transfer pricing.
2. Some of the richest people in the world like Warren Buffet and others have campaigned for governments including even calling on “progressive governments” to introduce fairer tax systems.
3. The recent deals between the UK and Germany with the Swiss authorities on tax evasion.
4. The Case for a FTT is gaining support in key areas, tho there is still strong opposition.

5. The Crash of 2008 demonstrated emphatically that Capitalism is an inherently unstable and inequitable system. It certainly has not triumphed. Unless its economic engine is radically overhauled periodically in a progressive way, it will collapse or wither away. Or parts could morph into impoverished autocratic states.
Some of the more positive developments internationally on taxation are as follows:
1
The OECD Guidelines for MNCs, negotiated by trade union body, TUAC and employers over years, have been updated recently. First introduced in 1976, the new addition is the section on Human Rights for workers. Now MNE firms must respect HR in even countries with a  poor record of HRs. Companies must keep a vigilant eye on their supply chains and so influence and change the way in which workers are treated in the sub supply companies.
There is a new section on Industrial relations insisting n the payment of decent wages. These guidelines include clauses on anti corruption, transparency, disclosure and on tax. 42 counties adhere to the guidelines – broadly at least!
On tax, the section states “Corporate citizenship in the area of taxation implies that enterprises should comply with both the letter and the spirit of the tax laws and regulations in all countries in which they operate. And also that cos should conform “transfer pricing practices to the arm’s length principle.”

It says “transfer pricing is a significant determinant of the tax liabilities of members of a multinational enterprise group because it materially influences the division of the tax base between countries in which the multinational enterprise operates.”

Also positive is that at the end of August 2011, the OECD issued a report which was highly critical of “aggressive tax planning.” On 30/08/2011 – it said that due to the recent financial and economic crisis, global corporate losses have increased significantly. Numbers at stake are vast, with loss carry-forwards as high as 25% of GDP in some countries. Though most of these claims are justified, some corporations find loop-holes and use ‘aggressive tax planning’ to avoid taxes in ways that are not within the spirit of the law. This is a good move by the OECD.
2
It is most revealing when some of the richest people in the world like Warren Buffet and even the tax cheat Liliane Betancourt, Europe’s richest woman call for higher taxes on the rich. Buffet along with Bill Gates senior father of Microsoft Bill and others like our own Chuck Feeney have long campaigned for higher inheritance taxes in the US. Of course they know where their bread is buttered and understand how the machine works. If you don’t reform it and ensure the middle and working classes have adequate purchasing power, the machine slows and grinds to a halt.
But the point is that they have not been successful. Yet.
The list of rich “tax me now“ advocates includes:
In France Maurice Levy, head of a major company and of the Assoc Francaise des Enterprise Privees has called for higher taxes. He argues that we cannot afford the social contract without more taxes and social solidarity is essential 
Liliane Bettancourt, France's richest woman, who was at the centre of a tax scandal last year, and this week with Sarkozy, signed a letter along with 15 other billionaires begging to make a special contribution to the treasury to help France out of the financial crisis.

Even the boss of Ferrari, Luca di Montezemolo joined in saying, that as he was rich, it was only "right" that he stump up more cash.

Now, as both France and Spain consider introducing a wealth tax, a group of 50 rich Germans have joined the pro higher taxes on the wealthy movement by renewing their open call to Angela Merkel to "stop the gap between rich and poor getting even bigger". Vermögende für eine Vermögensabgabe (The Wealthy for a Capital Levy) is the latest manifestation of a feeling among some well-off individuals, The group's manifesto claims Germany could raise €100bn (£88.5bn) if the richest paid a 5% wealth tax for two years.

Howeverm  note that the Great and Good are Tax Cheats and that Tax Cheats will always be with us.
In 2001 The opera superstar Luciano Pavarotti took on the role of defendant as he faces charges of tax evasion, accused of dodging £13m between 1989-95

In 2002 Boris Becker reached the next milestone on his troubled journey through life after tennis when he goes into the dock in a Munich courtroom, accused of tax evasion on a grand scale.

Lee Kun-hee, the 'Untouchable' Samsung boss quits after tax evasion indictment 

IBM paid the UK’s Inland Revenue an estimated £700 million to settle claims of tax evasion in 2001, says a disaffected former employee of the US computer giant.

Pojaman Shinawatra, wife of former PM Thaksin jailed for three years for tax evasion in Thailand
The England manager Fabio Capello was under investigation for tax evasion by prosecutors in Italy in 2008

Margherita Agnelli, the late Fiat boss’s 53-year-old daughter, claimed that Agnelli spirited up to ¤2bn (£1.7bn) of his wealth abroad.

The allegation has prompted a tax evasion probe, 

Tax officials believe Hatsue Shimizu, 64, and Yoshiko Ishii, 55, hid almost ¥6bn (£29m) inherited from their businessman father after his death in 2004, the Mainichi

German police raided the home of Klaus Zumwinkel, head of Deutsche Post, at dawn in 2008 as part of an investigation into suspected tax evasion.
In Ireladn we have along list of tax cheats publisehd evey year, but on top of this, we have our Tax Exiles. Some of  whom walk on water in some quarters. These great and good include JP McManus, Dermot Desmond, Ml Smurfit, Tony O’Reilly, and Denis O Brien.
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There is greater movement internationally on curbing tax havens and shelters. For example, at end August 2011 saw the deal between the UK and Swiss tax authorities on tax evasion, which is illegal. A levy of between 19 and 34 per cent will apply to secret accounts giving £6bn to the UK taxman balances. 
However, even the conservative Financial Times was highly critical with an Editorial which  said a) evaders still pay less that compliant taxpayers, b0 it is an one off levy and c) will only apply to account open in May 2013! So evaders close their Swiss bank a/cs and shift to Lichtenstein or one of the many other tax havens. 
Switzerland and other tax havens banks are stuffed with tax evaders money, with drug dealers’ money but it takes a deep financial crisis and perhaps the chase of Al Qaeda money to inspire such action. George Osborne, UK Chancellor, insists that tax evasion is morally wrong and reasserts his determination to ensure that the tax system is fair and says the clampdown announced on rich people sheltering their wealth in Switzerland is "just the start".

"Tax evasion is morally repugnant," he writes. "It's stealing from law-abiding people, who face higher taxes to make good the lost revenue." Osborne says "It amazes me to hear that the last Labour government had the opportunity to do this a decade ago, but didn't. Just think of the billions of pounds that could have been collected.”
However, there is Westminster speculation that the government is seeking to slash the 50p tax rate on the highest earners, and this move is seen by some as part of a campaign to soften the potential blow to the government's image.

The UK deal follows on from one done by Germany with the Swiss. Yet it is argued by some that it undermines years of diplomatic work to penetrate Switzerland's corrosive banking secrecy. The agreement, which is due to be signed by both governments over the next few weeks, sees Germany accepting a paltry $2.8bn upfront from the Swiss banks said to hold some $276bn of Germans' undeclared wealth.

In addition, the deal says that Germans will in future be taxed at 26% on the income from their Swiss accounts –Their identities will remain secret, allowing Swiss bankers to keep their boasts about "privacy" and "confidentiality".

Swiss private banks are unrepentant about siphoning off other governments' income. The Swiss openly assist not merely legal tax avoidance but also the deliberate concealment of wealth for the purpose of evading tax - something regarded as a crime all over the developed world. Swiss authorities have boycotted and even sabotaged efforts to stop this drain of taxable cash. The German finance minister last year called for Switzerland to be officially named and shamed as an unco-operative tax haven.

Swiss bankers themselves estimate that they hold at least 30% of the estimated $11.5 trillion of personal wealth hidden in the world's tax havens. Konrad Hummler, president of the Swiss private bankers' association, has said: "The large majority of foreign investors with money placed in Switzerland evade taxes." And he remains unapologetic. He acknowledged to the Guardian that Swiss banks siphon off other governments' revenue.

Yet the secretive world of Swiss banking showed signs of edging towards greater transparency when France announced it had received the details of thousands of people suspected of evading taxes in undeclared accounts.

Eric Woerth, the French budget minister, said Paris had been given the names of 3,000 French residents who were "very probably" profiting illegally from the neighbouring country's opaque fiscal system in 2009. The value of the assets in the accounts was estimated at about $3bn (£2.6bn), he added.
James Cole, a US deputy attorney general, demanded details of Credit Suisse and other Swiss banks in helping US citizens avoid tax in September 2011. In 2009, criminal and civil charges were filed against UBS resulting in a payment of $780m and the names of 5,000 US evaders. Bank employees were involved in defrauding the US government of tax. It had been thought that this dealt with the matter, but the US authorities who are not at all happy with the Swiss. This has led to further indictments and charges against Swiss banks by.
Despite the limits and inequity of the German, UK, French and US deals with the Swiss govt, they are still a small move in the right direction.

Even the UK Treasury Minister Stephen Timms has called for a crackdown on tax evasion in attempt to help poorer countries, arguing that Developing nations lose £30bn to £180bn in tax a year from Western companies which are not tax complaint, according to the UK Treasury.

US think-tank Global Financial Integrity found that the world's poorest countries lose $900bn each year - nearly 10 times greater than the global aid budget - through illicit flows of capital, new research shows. Illicit capital is defined as money extracted from bribery and corruption, the illegal pricing of goods to avoid taxes, and outright tax evasion by individuals and companies. So some of this is thro tax evasion and avoidance.
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The Case for a FTT is winning support
A financial transaction tax, FTT should essentially be collected for two reasons: to collect revenues for public expenditures and to discourage activities that are deemed to have negative side effects not properly taken into account by market participants (the so called Pigou taxes)

On 8 March, the European Parliament voted to introduce an FTT at EU level and later, the European Commission proposed, as part of a  seven-year multiannual financial framework 2014-2020, a proposal for a financial transaction tax (FTT) with a view to reducing national contributions. The ETUC, which has always defended the introduction of this type of tax, applauded this proposed measure.

The financial transaction tax must therefore not be linked solely to the European budget. It should also serve to combat speculation and to support investment policy

An FTT at a low rate of 0.05% could yield revenue estimated at nearly €200 billion per year at European Union (EU) level and $650 billion at global level

It has been and will be bitterly opposed by all major corporations, hedge funds etc. For example, most banks have opposed it and the world’s 80 largest insurance groups have protested at their industry’s inclusion in proposals for the global financial services tax, saying it is unfair and would have an adverse effect on consumers. They claim that it could increase insurance costs.

The “Merkozy” plan for a Financial Transaction Tax is bitterly opposed by City of London-listed exchanges and brokers.

The analysts at Right Wing Adam Smith Institute were hopping mad saying:

“In 2010, foreign exchange turnover in the UK reached over $1.8 trillion daily, accounting for 36.7% of the global total. Strong relationships with hedge funds, prime brokerage and the capital markets result in twice as many US dollars being traded on the UK foreign exchange market than in the US itself, and more than twice as many Euros being traded in London than in the whole of the Euro-areas combined. Approximately half of European investment banking activity is conducted through London, with over 80% of Europe’s Hedge fund assets being managed in London

Several G20 nations remain implacably opposed, Britain disapproves of the EU moving unilaterally, and there remains resistance among many eurozone members to acting without the City of London. Any EU-wide measure would require agreement from all 27 member states. 

Central to the transaction tax is that it applies to all of the European Union or just the eurozone. A blanket imposition in Europe could see US and Asian markets benefiting as trading migrates elsewhere. A tax that applies only to countries that use the euro is likely to boost London-based trading venues as well as those based in Switzerland and the Nordic countries and not Ireland. This is why Ireland is stressing that it will only support measures that include London. 

Jean-Claude Trichet of ECB urged European Union policymakers to ditch plans for a financial transaction tax, in June, warning that the bloc’s financial centres would lose out unless the scheme was adopted globally.

He argued that even a small tax could lead to European financial centres losing market share.

Then he came out and said that “Even a global tax might be counter-productive.”.

Mr Trichet argued that even James Tobin, the US economist who developed the concept of a tax on financial transactions in the 1970s, had subsequently cooled to the idea before his death in 2002.

However, even  José Manuel Barroso, the Commission Oresident, has now endorsed it.

But any new EU-wide tax needs the approval of all 27 national governments, some of whom are staunchly opposed to it. Britain, home to the City of London, said it would block any attempts to impose new taxes. 

5
Capitalism is not quite Triumphant

I said that Buffet and Co have not been successful in their calls for taxing the rich. And they calling for tax increased on the rich for many years without much success – now even with a Democrat in the White House. 

Why? Because the middle classes, the coping classes, the voting classes, seem to believe that if there are higher taxes it is they who will pay and pay dearly. They, especially in the US, do not see the other side of the equation. This is that public services like a good health or education system are best paid for collectively, through taxation. 

This is further compounded by the fact that the Left and progressive parties worldwide seem reluctant to argue for such taxes any more, or with determination. This may also be partly due to the complex issue of public spending. The other side of the equation on taxes is spending and public spending in particular. This is an area that trade unionists ignore at their peril, for unless citizens believe that they are getting efficient, quality public services, they will resent paying taxes and especially higher taxes.
The two big sticks on focusing the European politicians mind in the past, in assisting to enforce the Social Contract with labour and citizens, was the Soviet Union, with its tanks ready to roll into Europe, together with the advocacy of many committed and active socialists. There has been the demise of the SU and regrettably, for reasons which I do not fully understand, but suspect is tied to the long dominance of liberal economics, there seems to be less committed and active socialists in power, especially within the progressive parties. 
Neo liberalism was dominant for the 30 years to the Crash of 2008 and it seemed to be working with the prolonged boom. Thus it was understandable, if not acceptable, that many progressives succumbed, partially at least, to its dominance. 
But with the collapse of the neo-liberal paradigm, this has to change. The fact that conservative parties still dominate Europe, is in my view, partially due to this lack of self-belief of many progressives active in politics and their inability to construct a wholistic and attractive, alternative socialist model. The dominance of the right in the EU is a hang-over from the long hegemony of the apparent but false success of “free market economics”.
The fact is that Capitalism has not triumphed. It required the biggest state bail-out operation in many countries to save it recently and it is not yet saved. It was the highest form of capitalism - Finance Capital - that imploded and has had to be rescued… at vast cost. The cost is being paid by the middle and working classes. And it is an inherently unstable and inequitable system. 
There are of course, varieties of capitalism, some of which are both more efficient and also more equitable. We need to focus more on those states which work best.
Capitalism is in its deepest crisis since the Great Depression of the 1930s. If it is not radically reformed, it will no longer be dynamic. This decline has happened in many areas or parts of states already. It may not collapse, but may wither away slowly or morph into a deeply divided society where the Right or other nasty autocrats are in charge. Progress is not always linear. Progress has ceased already in much of the West, but most people have not yet noticed. When they do, there may be a new politics and new economics and it may not be progressive.
