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ABSTRACT

A major constraint on progressive tax reform is that somehow, the richest always
seem to find ways not to pay. Is this inevitable? Focusing on the UK context, I begin
by reviewing two past attempts to raise taxes on those at the top - the changes to
the top rate and dividend rates of income tax, and reforms to ‘non-dom’ tax status
- and explore whether and why these policies failed. I then discuss three key policy
areas that must be addressed to successfully increase taxes on the super-rich: capital
taxes (on capital gains, inheritances and gifts), the challenges posed by international
mobility of assets and individuals, and trusts. Reform of these areas could directly raise
additional revenue from the super-rich and would also provide a backstop needed to
support more familiar levers such as increasing the top income tax rate.

LSE Public
Policy Review

COLLECTION:
TAX JUSTICE

RESEARCH

lSE Press

CORRESPONDING AUTHOR:
Andy Summers

Associate Professor, LSE
Law School & International
Inequalities Institute, UK

a.d.summers@lse.ac.uk

KEYWORDS:

Tax policy; the super-rich;
planning and avoidance;
behavioural responses

TO CITE THIS ARTICLE:
Summers A. Is it Possible to
Tax the Super-Rich? LSE Public
Policy Review. 2022; 2(4): 5,
pp. 1-10. DOI: https://doi.
0rg/10.31389/Iseppr.70


mailto:a.d.summers@lse.ac.uk
https://doi.org/10.31389/lseppr.70
https://doi.org/10.31389/lseppr.70
https://orcid.org/0000-0002-4978-7743

1. INTRODUCTION

There is an old adage that the super-rich pay lower tax rates than their cleaners. More recently,
increased transparency and access to tax data have allowed researchers to test this claim,
and it turns out to be true - at least for a select few [1, 2]. In both the UK and the US, studies
using confidential tax records have shown that only a minority of the very rich actually pay the
headline tax rates on which politicians typically focus. Opportunities for tax planning mean that
the effective rates paid by those at the top are often much lower. This is not a new problem. As
Lord Clyde famously put it almost a century ago, ‘No man . . . is under the smallest obligation
... to arrange his legal relations to his business or property [so] as to enable the Inland Revenue
to put the largest possible shovel in his stores’ [3]. Although England’s judiciary no longer
subscribe to this laissez faire view of tax avoidance, it reflects a truism that still holds: whenever
individuals are able to arrange their affairs (relatively costlessly) in such a way as to pay less
tax, they typically do.

Media revelations about the steps taken by high-profile individuals to avoid the revenue’s
‘shovel’ appear to have had a paradoxical effect on public attitudes to reform. On the one hand,
there is outrage at existing policies that enable those at the top to minimise their tax bills. On
the other hand, there is disillusionment and scepticism about whether it will ever be possible to
make this group pay more. In a representative survey of the UK public conducted in 2020, by far
the most favoured option for raising additional revenues was the introduction of a new wealth
tax [4]. However, when asked to give the strongest argument against such a tax, respondents’
most-cited concern was that in the end, the richest would not actually pay it but instead would
emigrate or find ‘loopholes’. The fact that the super-rich have strategies for reducing tax not
available to ordinary taxpayers is therefore both a reason to change the system but also a
constraint that makes progressive reforms seem impossible.

Is this state of affairs inevitable? Economists have emphasised that the extent to which
individuals respond to taxes is not set in stone but instead depends on (amongst other things)
how the relevant policies are designed. Slemrod [5] helpfully outlines a hierarchy of response
margins to tax reforms. The most responsive - because they are easiest and least costly to do -
are changes in the timing of transactions, followed by other financial or accounting responses.
Collectively, these may be termed ‘artificial’ responses in that they incur minimal or no real
economic cost to the individual; they simply involve recharacterising existing economic activity
in a way that reduces tax liability. In contrast, ‘real’ responses involve people actually to doing
things differently ‘on the ground’ - for example, stopping work or migrating. Because these
types of response come at a real cost to the individual - assuming that, in the absence of the
tax, they would have preferred not to change their behaviour in this way - they are typically
lower in the hierarchy of responses, that is, they tend to occur less frequently and only after
opportunities for artificial responses have been exhausted.

When evaluating and designing tax policies affecting the super-rich, a major difficulty is that
the ‘artificial’ (in contrast to ‘real’) responses tend to become ever more complex with increasing
wealth and income. For example, individuals may make use of companies, partnerships, trusts,
or other entities, often spread over multiple jurisdictions. Some of this complexity results from
relatively benign commercial factors, but undoubtedly tax is often an important motivation.
Although there is an emerging economic literature that attempts to quantify some of these
responses [6], the precise tax strategies used by the super-rich remain something of a black box
to non-lawyers. In other words, even when it is possible to observe a large change in outcome
(for example, a reduction in income or wealth reported to the tax authority), it is often difficult
to piece together the mechanisms that have driven this result.

Mapping the specific margins of artificial response employed by the super-rich is an essential
prerequisite to building the case for, and then successfully collecting, higher taxes from the
super-rich. The existing options available to those at the top to minimise their taxes through
timing, financial, and accounting responses need to be more fully understood; otherwise, there
is a risk that the very high overall levels of responsiveness previously observed make the task
of raising additional revenues seem impossible. Given the technical complexity at play here,
greater collaboration between economists and lawyers is key. However, designing policies that
are economically sound and difficult to avoid is still only the first step. Such policies must also
be steered through the legislative process without undue influence from those with a vested

Summers
LSE Public Policy Review
DOI: 10.31389/lseppr.70



interest in derailing them [7]. Past experience suggests that it is at this stage where many
attempts to tax the super-rich more have failed [8].

In this paper, I assess some past efforts to increase taxes on the super-rich and identify key
policy areas for reform. My focus is on the UK context, although many of the lessons derived
and policy challenges identified will likely resonate with readers from the US and elsewhere. In
asking whether it is possible to tax the super-rich, broadly I have in mind those at the extreme
top of the income and wealth distributions, around the top 0.1% (roughly 5,000 individuals in
the UK). For reference, an individual would require around £500k in taxable income or £5 million
in net assets to make it into this group. These sums, though large, are much more modest than
for the top 0.1% in the US. It may also be that the most complex tax planning does not kick in
until even higher in the distribution. It would be useful to have more evidence directly on how
behavioural responses vary by income/wealth (and other characteristics) at the very top. In
the meantime, the top 0.1% serves as a convenient - albeit essentially arbitrary - threshold on
which to focus.

2. WHY HAVE PAST ATTEMPTS FAILED?

The UK has made relatively few attempts to raise taxes on the super-rich over recent years,
besides narrow measures aimed at countering specific forms of avoidance (e.g., disquised
remuneration of private equity managers) or improving enforcement (e.g., exchange of
information and harsher penalties for offshore non-compliance). Although significant for some
super-rich individuals and the tax profession, these efforts to counter avoidance and evasion
have not cut through to become part of mainstream debates on tax justice.

By contrast, two areas of UK tax policy have seen more high-profile reforms, the success or
failure of which therefore have the potential to feed into public perceptions of whether it is
possible to make the super-rich pay more.

First, between 2010 and 2016, there were a series of changes to income tax rates, affecting
both the top marginal rate and the rates applied to dividends. Second, since 2008, there has
been a trickle of reforms to the taxation of foreign domiciled (known as ‘non-dom’) individuals,
culminating in measures introduced in 2017 that were claimed to ‘end permanent non-dom
status’ (but which did not in fact do so). Both sets of reforms can be seen - at least to some
extent - as policy failures, in that their design opened the door for many super-rich individuals
to escape the tax increase. In this section, I ask whether such design flaws were inevitable and
try to draw out some broader lessons from each episode.

2.1 INCOME TAX

In April 2009, the Labour government announced that it would introduce a new ‘Additional
Rate’ of income tax on incomes over £150,000, raising the top marginal rate from 40% to 50%.
This 10-percentage-point increase was the first time that income tax had been increased for
top earners in more than 30 years and was billed as ensuring that the richest shared the burden
of the recovery from the Global Financial Crisis. The rate increase took effect from April 2010,
but less than two years later (in March 2012), the coalition government announced that the top
rate would be reduced to 45% from April 2013. The 50% rate therefore lasted only three years,
from 2010-2011 to 2012-2013.

Following the first full year of operation (returns filed for 2010-2011), HMRC published its
assessment of the revenue impact of the 50% rate [9]. Although the reform had originally been
forecast to bring in an additional £2.4 billion per year (after taking likely behavioural responses
into account), the report concluded that in fact it had yielded less than £1 billion, and it was
‘quite possible’ that the yield had actually been negative. This finding led the chairman of the
Office for Budget Responsibility to remark that the UK may be ‘strolling across the summit
of the Laffer curve’ [10]. In the March 2012 budget, George Osborne supported his decision
to reduce the top rate back to 45% by stating that ‘no Chancellor can justify a tax rate that
damages our economy and raises next to nothing’ [11].

Why did the 50% rate raise so much less than expected? The main reason, consistently with
Slemrod’s hierarchy, had to do with timing effects. HMRC found a staggering 78% year-on-year
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increase in dividend payments amongst those with total incomes over £150,000 in the year
prior to the rate increase (2009-2010), followed by a 73% fallin the year that the 50% rate took
effect (2010-2011). Overall, HMRC estimated that between £16 and 18 billion of income was
brought forward to 2009-2010 to avoid the 50% rate [9]. The precise extent of this ‘forestalling’
has been debated in subsequent research [12], but by any analysis it was very large. The same
behaviours occurred again in reverse when the rate was cut, as individuals deferred dividend
payments and other income (where possible) to the year after the reform.

The impact of timing responses has hindered attempts to estimate the underlying overall
responsiveness to the reform. Based on data up to 2011-2012 (i.e., prior to the unwinding
of the reform), Browne and Phillips concluded that ‘the significant uncertainty around our
estimates mean that one cannot be sure that the 50% tax rate did not raise or indeed cost
substantial revenues’ [12 p4]. So far there have been no studies that quantify the extent of real
responses such as migration, retirement, or hours worked - despite the fact that these margins
loom largest in political debates over the impact of raising taxes on the top. The balance of the
existing evidence indicates that the 50% rate did not raise much additional revenue overall, but
without more research into specific margins of response, it is impossible to know how much
more could be raised under different policy conditions.

The most obvious lesson to be learned from the 50% reform is not to announce major tax rises
(or cuts) in advance. It is regrettable that this mistake was made not just once or twice but three
times in quick succession: as well as pre-announcing the 50% rate and its subsequent reduction
to 45%, in 2015 the government pre-announced that it would be increasing the top dividend
rate by 7.5 percentage points from April 2016, leading to yet more forestalling. It appears that
the Treasury has now gotten the message: in the March 2020 budget, a major increase in
capital gains tax (resulting from a reduction in the lifetime allowance for Entrepreneurs Relief)
was announced with immediate effect, together with anti-forestalling provisions targeted at
those who had already taken (equivocal) steps in anticipation of the increase. Although some
industry organisations complained at the lack of advance consultation [13], this approach
was clearly merited and should be adopted in future where necessary to prevent well-advised
taxpayers from taking pre-emptive steps.

2.2 NON-DOM REFORMS

‘Non-dom’ tax status allows individuals who reside in the UK but who claim that their
permanent home (‘domicile’) is abroad to obtain an exemption from UK tax on their foreign
income and gains, provided that they do not bring in (‘remit’) these sums to the UK. Non-doms
are also exempt from inheritance tax on their foreign assets. The existence of this special tax
regime has generated significant public controversy, mostly focused on individual high-profile
cases. Using tax data on the full population of non-doms, recent research by Advani et al.
(2022) has documented that the regime primarily benefits the super-rich [14]. Around four in
10 individuals with reported income over £5 million have claimed non-dom status, compared
with only three in 1,000 of those with incomes under £100,000.

Since 2008, there have been a series of reforms to the non-dom regime, including the
introduction (and subsequent extension) of a fixed fee - known as the Remittance Basis Charge
- for non-doms who have been resident in the UK for more than seven years. In the 2015
general election, Labour proposed abolishing non-dom status altogether. The proposal suffered
a setback with the emergence of a media clip of the Shadow Chancellor Ed Balls dismissing
abolition in case it ‘cost Britain money’ as a result of non-doms leaving [15]. Nevertheless, the
policy was sufficiently popular that the Conservatives saw it as an area of political vulnerability.
To deal with this concern, in the first budget after the election (July 2015), George Osborne
announced:

It is not fair that people live in this country for very long periods of their lives, benefit
from our public services, and yet operate under different tax rules from everyone
else. Non-dom status was meant to be temporary, but it became permanent for
some people. Not any longer. I am today abolishing permanent non-dom tax status.
Anyone resident in the UK for more than 15 of the past 20 years will now pay full
British taxes on all worldwide income and gains . . . British people should pay British
taxes in Britain - and now they will. [16]
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In fact, the detail of the policy looked rather different. HMRC ‘Technical Guidance’ published
simultaneously with the budget speech stated, ‘Non doms who have set up an offshore trust
before they become deemed domiciled here under the 15 year rule will not be taxed on trust
income and gains that are retained in the trust’ [17]. This provision became known - including
in the legislation itself - as the ‘trust protections’. Its effect was that rather than abolishing
special tax treatment for long-term non-doms altogether, the government had deliberately
preserved a loophole for this group. In particular, by rolling up their investment income and
gains within an offshore trust - rather than paying out these sums immediately - ‘deemed
doms’ could continue to shelter the returns on their wealth tax-free.

It is currently unclear how many non-doms who were affected by George Osborne’s 2017
reforms actually made use of this loophole. Its use is not entirely costless, because - unlike
the position prior to 2017 - non-doms who rely on the trust protections are no longer able to
spend their income and gains abroad. For those with enough other sources of funding to cover
their worldwide spending, this would be an appealing way to continue living in the UK whilst
paying virtually no tax on their investments. To this extent, the reform clearly failed to abolish
permanent non-dom status and will have raised less revenue than it could have done if it was
not for the loophole.

The lesson from this episode is somewhat different from the 50% reform. It is not the case
that the government simply overlooked the trusts response: it was deliberately built into the
legislation. In addition, over a long period of time, both Labour and Conservative politicians
have accepted the idea that making non-doms pay tax on the same basis as other residents
could lead to a mass exodus that would ‘cost Britain money’ despite the total lack of evidence
for this concern beyond anecdotes. The failure to secure more radical reform to the non-dom
rules appears to stem at least partly from elite capture of the policymaking process. Following
the distinction drawn by Fairfield, the persistence of the non-dom regime illustrates not
only the ‘instrumental’ power of the super-rich and their advisors and lobbyists but also the
‘structural’ power that they derive from being perceived as both highly internationally mobile
and indispensable to the economy [18].

3. THREE KEY POLICY AREAS

I now turn to highlight three key areas of tax policy that, though of minor to no relevance for
the vast majority of taxpayers, are of central importance to the effective tax rates paid by
the super-rich. These are (1) taxes on capital gains, gifts and inheritances (collectively, ‘capital
taxes’), (2) challenges arising from the international mobility of individuals and assets, and (3)
the taxation of trusts. These three issues have conventionally been neglected by researchers
relative to, for example, debates about top income tax rates. However, reform of these areas is
essential not only because of their direct revenue-raising potential but also because at present
these areas can be a major source of ‘leaks’ from the income tax base. Another source of leaks
(not addressed in this paper) concerns the range of tax reliefs available for investments and
charitable donations.

3.1 CAPITAL TAXES

Capital gains, gifts, and inheritances are highly concentrated at the top of the income and
wealth distributions, so their tax treatment matters a lot for the super-rich. For example, around
92% of all taxable gains, by value, go to the top 1% ranked on total remuneration; 88% go to
individuals with total gains exceeding £100,000 [2]. Inheritances are also highly concentrated
and tend to go to the already-rich [19]. There is a serious lack of evidence on the distribution
of gifts, especially at the very top, because these are typically not subject to tax and are not
systematically reported to HMRC.

Although capital gains are currently taxed at much lower rates than regular income, this has
not always been the case. From 1988 to 1998, capital gains tax (CGT) rates in the UK were
aligned with income tax, with an allowance for inflation. The Mirrlees Review recommended
returning to alignment, albeit with an allowance for the normal rate of return, measured as the
interest rate on medium-term government bonds, rather than inflation [20]. A move towards
aligning rates with an allowance for either inflation or the normal rate of return would be very
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welcome, but it implies a very large increase in tax on some kinds of gain, particularly those
where the asset was acquired at a low (or zero) ‘base cost’.

The size of the behavioural response to aligning rates on income and gains would depend
crucially on other policy choices. The most important is that alignment must be accompanied
by removal of the uplift at death. At present, the deceased and their heirs are not taxed on any
accrued gains. This uplift incentivises individuals to hang on to assets with substantial gains
until they die in order to avoid the tax. The incentive would be even stronger if CGT rates were
increased and could be expected to significantly reduce revenues as well as be economically
distortive.

An issue that is less often discussed concerns how to remove the uplift on death. There are
broadly two options. One option, as recommended by the Office of Tax Simplification, is that
the person inheriting the asset would be treated as acquiring it at its original ‘base cost’ (i.e., the
amount that the deceased had paid for it). This approach means that the gain accruing prior
to death would not be wiped out altogether because it would be included in the value of the
gain taxed on the inheritor when - or if - they come to sell it. An alternative would be to treat
the death as a ‘deemed disposal’ such that tax would be payable on the gain immediately.
This option could result in liquidity difficulties for the inheritor, especially when combined with
inheritance tax, but it has the advantage of preventing indefinite deferrals of tax through
successive gifts.

Although the UK has an inheritance tax with a high headline rate of 40%, in practice this is
easily avoided by the super-rich. Analysis by the Office of Tax Simplification shows how the
average effective tax rate declines with increasing wealth above £2 million, to just 10% for
estates above £10 million [21]. This result is mostly driven by agricultural property relief and
business property relief, which broadly exempt farmland and private businesses from IHT.
Because larger estates tend to comprise a larger share of these types of asset, this means that
effective rates tend to decline with increasing wealth.

There are several other significant exemptions from IHT. However, the effects of these are not
accounted for in the Office of Tax Simplification analysis because the exempted assets are not
routinely reported to HMRC. As such, they are not included in the denominator used to compute
effective tax rates. The most important of these is lifetime gifts made more than seven years
prior to death. Such gifts are likely to be heavily skewed towards the wealthiest donors, who
have more liquid assets outside their house and pension (which are hardest to give away) and
can afford to give during their lifetime without affecting their current standard of living.

There have been recommendations for major reform to taxation of inheritances and gifts by
switching to a tax based on the amount received by the donee, rather than (as currently) on
the amount given away by the deceased [20, 22, 23, 24]. Such a system is in place in some
other jurisdictions, such as the capital acquisitions tax in Ireland. But even without such radical
reform, inheritance tax could be made significantly fairer and more effective by broadening
the tax base through removal of existing reliefs and by bringing all lifetime gifts (above a
set amount) into tax. Advani, Hughson, and Tarrant estimate that removing the reliefs for
agricultural and business property could raise around £3 billion, equivalent to a 60% increase
in the total tax yield from IHT [25].

3.2 INTERNATIONAL MOBILITY

The tax system is complicated enough even when considering just a single jurisdiction and a
static population. However, for the super-rich, there are often also international dimensions
to contend with - or take advantage of. These result from personal connections with multiple
countries, assets located in more than one jurisdiction, or use of holding entities such as
companies or trusts located in other jurisdictions. Such arrangements can lead to problems
of double or non-taxation, depending on how different countries’ tax rules interact. A glance
at the Sunday Times Rich List reveals that the UK’s top-10 wealthiest individuals all have some
kind of international tie, whether through residence, nationality, or business interests. Even
though this global footprint recedes as one moves lower down the list, it is obvious that the
international mobility of individuals and assets is a first-order issue in relation to taxation of the
super-rich.

Summers
LSE Public Policy Review
DOI: 10.31389/lseppr.70



Like most countries, the UK broadly taxes its residents on their worldwide income, gains, and
(for inheritance tax purposes) assets. Subject to some important exceptions that I discuss later,
individuals must therefore usually move themselves abroad - and not merely their assets - if
they wish to reduce their UK tax. This basic point is often misunderstood by commentators
and politicians who worry about the risk of ‘capital flight’ if top taxes are raised. Nevertheless,
although things are not quite so simple as just moving assets offshore, there are a number of
ways in which the super-rich can currently leverage foreign ties to reduce or eliminate their
exposure to UK tax.

First, the non-dom regime perversely creates a powerful incentive for UK-resident non-doms to
invest their assets anywhere except the UK. Although this problem has been mitigated to some
extent by the introduction of Business Investment Relief in 2012 (which applies to investments
in some qualifying UK companies), the relief is complex and consequently not widely used. To
comprehensively eliminate the current disincentive to invest in the UK, the remittance basis of
taxation should be abolished altogether (and if necessary, replaced with a different relief for
new arrivals that does not privilege foreign investments).

Second, the location of assets can matter for enforcement, because despite recent
improvements in the international exchange of information and harsher penalties, it is still more
difficult to detect non-compliance involving offshore elements than in respect of assets held in
the UK. Although there is a perception amongst UK tax professionals that non-compliance by
the super-rich is very low, this is at odds with international evidence that uses data from tax
leaks and amnesty schemes, which finds both that non-compliance increases at the very top
of the distribution and that it is less often detected by standard audits [6].

Third, individuals who are non-resident in the UK are (broadly) exempt from UK tax, apart
from on their UK assets. There is an emerging international literature on the effect of taxes on
international migration [26], although currently no studies that focus on the UK specifically.
One gap in this literature is that it tends to assume an ‘all or nothing’ model of migration in
which individuals chose a single location to live and pay taxes. The reality is sommewhat more
complex than this, especially in relation to the super-rich, who may have substantial footprints
in multiple countries.

UK tax residence depends on the number of days that an individual spends in the UK, whether
their only home is in the UK, and (in some circumstances) the number of other ties that they
have to the UK such as accommodation, work, and family. A relatively small reduction in an
individual’s UK footprint may therefore be enough to acquire non-resident status, rather than
needing them to emigrate entirely. Furthermore, where the individual is tax resident in both
the UK and another country simultaneously, they may still be able to escape UK tax if they can
show a closer connection with the other country. A recent example is Jonathan Oppenheimer,
heir of the De Beers fortune, who was tax resident under the domestic rules of both the UK and
South Africa but successfully resisted UK tax on the basis that he was a treaty resident in South
Africa [27].

The top priority for reform in this area should be the abolition of domicile as a connecting
factor. The most straightforward alternative would be a residence-based test, perhaps using a
set number of years of residence to create a ‘tail’ for liability to inheritance tax, whether as a
new arrival or after ceasing to be resident. The test for residence itself could be made stickier,
for example, by requiring individuals to relinquish their home in the UK if seeking to acquire
non-resident status. Furthermore, although the UK’s membership of the EU previously made
it difficult (though not impossible) to implement an ‘exit tax’ for emigrants, there is now no
legal impediment to introducing such a charge. For example, it would be possible for the UK to
introduce a deemed disposal of assets for capital gains tax on the accrued gains of emigrants,
as many other countries already do.

3.3 TRUSTS

The tax treatment of trusts is highly complex and remains something of an enigma to non-
lawyers.! Most people (including economists) are used to thinking of ownership in binary terms:

1 This section draws heavily from Advani A, Summers A. Measuring and taxing top incomes and wealth. IFS
Deaton Review; 2022.
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either you own an asset, or you don’t. If you own an asset, you get to choose what happens to
that asset (control), and you get to make use of it and any income from it (benefit). In short, a
trust allows you to split these two key features of ownership - benefit and control - such that
they are vested in different people. The trustee controls the asset whilst the beneficiary benefits
from it. There are various legitimate reasons for setting up a trust,? but the division of control
and benefit creates major difficulties for tax policy.

It is often suggested that the tax treatment of trusts should be ‘neutral’ [28]. But neutral with
respect to what? From the perspective of the person who puts assets into a trust (the ‘settlor’),
this action is different from both making an outright gift of the asset (where benefit and control
are given to someone else) or retaining the asset outright (where benefit and control are fully
retained). Consequently, neither of these benchmarks is entirely apt as a basis for taxation. Trust
assets effectively have two owners (the settlor and the beneficiary) but in different respects;
what is more, the precise terms of control and benefit are almost infinitely variable. This is what
makes taxing trusts so difficult.

The UK is not unique in facing these problems, which also arise for foundations and other
similar legal structures in other jurisdictions. However, despite many years of complex reforms,
a satisfactory approach has not been found. The current approach is piecemeal - there are
different rules for different taxes for no apparent reason, and no answer to the conceptual
question of how to deal with circumstances where ownership is split. Tied up with this is also
the issue of connecting factors once again: For example, if a settlor or beneficiary is resident in
the UK, does this mean that the entire trust assets should be liable to UK tax?

Assessing tax on the beneficiary might seem fairest from a welfare perspective, because this
party (by definition) is the one who benefits from the trust assets. However, this approach runs
into difficulties in relation to discretionary trusts, where it is often not possible to determine the
identity of the beneficiaries prior to a distribution from the trust being made. Another option
would be to treat trusts as separate taxable persons (like companies), but this in turn opens
the door to reducing tax by fragmenting wealth across multiple trusts. Chamberlain proposes a
hybrid approach that assesses tax on the trust, but with reference to the circumstances of the
settlor and beneficiaries and the situs of the assets [29].

In the short term, one immediate reform should be to ensure that the residence of the trustees
(who manage the assets) is entirely irrelevant for tax purposes. At present, the UK perversely
imposes less stringent reporting requirements on trusts that are managed abroad, even when
they have a UK resident settlor or beneficiary. This should be changed to ensure that HMRC
gains a fuller picture of trusts that could incur a UK tax liability. However, this is a relatively
modest and technical reform. More radical and comprehensive reform such as that proposed
by Chamberlain [29] is possible: the barriers are more political than technical.

4. CONCLUSION

The answer to the question ‘Is it possible to tax the super-rich?’ is, ‘Yes, if . . " The contingencies
that must be satisfied in order to tax the super-rich more are entirely within the power of
policymakers. The most important prerequisite is to design tax policies with a keen eye for
artificial responses, because these are the most likely to significantly reduce yield. At a practical
level, this requires the involvement of tax lawyers to provide technical input to policy design,
but without allowing the process to become captured by those who would be taxed more
(or their advisors). The reforms to the non-dom regime described in Section 2 are a perfect
example of how not to do this. By contrast, the recent curtailment of ‘Entrepreneurs Relief’ for
capital gains tax (from April 2020) shows this process working - albeit belatedly - as it should.

I do not suggest that eliminating artificial responses is a panacea. It is true that in a world in
which the super-rich were no longer able to avoid taxes by being well-advised, real responses
would likely increase and place some limit on the amount of tax that could be raised from this
group. However, even real responses can often be reduced using appropriate policies: I have
given some examples above in the context of international mobility of individuals (e.g., tails

2 For example, to make provision for individuals who lack mental capacity or to retain control over assets as
part of succession planning. However, it is not obvious that the institution of the trust is the only way to achieve
these objectives, or that facilitating them in this way is worth the downsides.
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and exit taxes), and for virtually any type of response, there are options open to policymakers
if they are willing enough to grasp the nettle. The obstacles that we should worry most about
have little to do with matters of ‘in principle’ design and instead concern whether our current
political system is capable of delivering the changes that are needed.

Finally, itisimportant that we do not get bogged down in defeatism resulting from an inability to
get everything right an once. As tax lawyers sometimes need to be reminded, the perfect is the
enemy of the good. In particular, although it may not be possible to eliminate all opportunities
for avoidance at a single stroke, this does not mean that no action can or should be taken. It
must always be remembered that given the current strain on public finances, the practical
consequence of failing to tax the super-rich more will be that other (‘ordinary’) taxpayers will
have to pay more, or public spending will have to be cut. This goes to the heart of the issue of
‘tax justice’ that vexes voters: the sense that they are paying the price of inaction. Incremental
steps in the right direction are therefore warranted and deserve support from tax experts, even
if we cannot shift directly to our ideal system.
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