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Approaching Tax Justice through the lens of Catholic Social Teaching

I have deliberately chosen to begin this presentation by remarks made by the historian Rutger Bregman   during the last World Economic Forum in Davos, from January 22 to January 25, 2019: 

This is my first time in Davos and I find it quite a bewildering experience, to be honest. I mean, 1,500 private jets have flown here to hear Sir David Attenborough speak about how we are wrecking the planet and I hear people talking the language of participation and justice and equality and transparency, and almost no one raises the real issue of tax avoidance. And the rich just not paying their fair share. It feels like I am at a firefighters’ conference and no one is allowed to speak about water. There was only one panel apart from this one hidden away from the media center that was actually about tax avoidance… Something needs to change here. 10 years ago, the World Economic Forum asked the question: what must industry do to prevent a broad social backlash? The answer is very simple: stop talking about philanthropy, and start talking about taxes. 

On the same occasion, Winnie Byanyima, the Executive Director of Oxfam International emphasized the tax issue as follows: “We have a tax system that leaks so much, that allows $170 billion USD of money every year to be taken to tax havens and to be denied the developing countries that need that money most. So, we have to look at the business model and we have to look at the role of governments to tax and plow back money into people’s lives.” 

After listening to both Bregman and Byanyima, a question naturally came to mind: Why does it matter for us to talk about justice in taxation? Before going any further, I would like to make a distinction between what I think should be justice in taxation and just taxation. Justice in taxation implies that everyone has to pay taxes given that the payment of taxes allows the government to have necessary resources to provide for public services, such as healthcare, education, and infrastructure. And just taxation means that each person has to pay taxes according to his or her means. It refers to the horizontal equity, which consists in taxing equally persons who have the same income. Differently put, “individuals with similar incomes should have equivalent tax burdens, regardless of the source of their income.” 
That said, my aim in this paper is to address questions related to tax justice through the lens of the Catholic Social Teaching. The choice of the Catholic Social Teaching as an ethical approach to the collection of taxes is motivated by the goal of ethics, which is to assess whether an action is right or wrong and to prescribe the necessary steps to be followed so as to improve the situation. In other words, ethics provides us with arguments from which we can claim justice in taxation. The main focus of this paper will be on the principle of the ability to pay tax and the question of the principle of enforceability. 
1. The Principle of the Ability to Pay Tax 

Should everyone pay taxes? Before answering this question, it is worth underlining the importance of the payment of taxes. Tax revenues and public spending, notes the Compendium of the Social Doctrine of the Church, take on crucial economic importance for every civil and political community. The goal to be sought is public financing that is itself capable of becoming an instrument of development and solidarity. Just, efficient and effective public financing will have very positive effects on the economy, because it will encourage employment growth and sustain business and non-profit activities and help to increase the credibility of the State as the guarantor of systems of social insurance and protection that are designed above all to protect the weakest members of society.
 Differently put, the payment of taxes allows the state to provide for public services that contribute to the well-being of the individual and the community. 
Returning now to the initial question: should everyone pay taxes? This question brings to light the issue of the ability to pay taxes, which refers to justice in taxation. In the preface of the book, Tax Justice: Putting Global Inequality on the Agenda, Matti Kohonen and Francine Mestrum observe that 

Large corporations and wealthy individuals are increasingly avoiding their obligation to contribute to society through taxation. With the aid of governments, they are shifting the tax burden further onto ordinary citizens and smaller businesses. Governments claim that revenues are too low to achieve social justice through decent public goods and services; privatization and cuts in social expenditure are presented as the only solutions. Instead, we argue for tax justice: to restore the ability to tax the wealthy beneficiaries of globalization.
 
It clearly appears from this observation that only the little people pay taxes. This raises both a question of justice and morality. The payment of taxes must be understood as a moral and civic obligation. It is every citizen’s responsibility for the common good. The Catechism of the Catholic Church underlines this responsibility as follows: “submission to authority and co-responsibility for common good make it morally obligatory to pay taxes, to exercise the right to vote, and to defend one’s country.”
 In a similar line of thought, Pope John XXIII writes, in his Encyclical, Mater et Magistra: “in a system of taxation based on justice and equity it is fundamental that the burdens be proportioned to the capacity of the people contributing.” (Mater et Magistra, no. 132). This is what the principle of the ability to pay is all about: people with higher income should pay more than those with lower income. The practical implication of such a principle is that “the tax system should be continually evaluated in terms of its impact on the poor.”
 In their Pastoral Letter on Catholic Social Teaching and the US Economy, Economic Justice for All, the US Catholic Bishops highlight three principles that should guide this evaluation: 

First, the tax system should raise adequate revenues to pay for the public needs of society, especially to meet the basic needs of the poor. Secondly, the tax system should be structured according to the principle of progressivity, so that those with relatively greater financial resources pay a higher rate of taxation. The inclusion of such a principle in tax policies is an important means of reducing the severe inequalities of income and wealth in the nation. Action should be taken to reduce or offset a disproportionate burden on those with lower incomes. Thirdly, families below the official poverty line should not be required to pay income taxes. Such families are, by definition, without sufficient resources to purchase basic necessities of life. They should not be forced to bear the additional burden of paying income taxes.
  

From what has been said thus far, I argue that the ability to pay taxes should be defined by the income of individuals and institutions. As it appears from the third principle of evaluation laid out by the US Bishops, the poor must be the main concern of tax practices. They must be put at the center of economic activities. In that sense, just taxation requires that those who are still concerned with daily survival and alleviation of their poverty be exempted from paying income tax because they do not have sufficient financial resources to meet the basic needs of life. 
On the contrary, individuals and institutions with higher incomes must pay higher shares of their income in taxes. Avoiding to do so should be regarded as a failure to assume one’s social responsibility. In some cases, it can be considered an unacceptable manipulation of the tax law. As Karen B. Brown rightly describes it, “tax avoidance involves arrangements of a transaction in order to obtain a tax advantage, benefit, or reduction in a manner unintended by the tax law. It is an unacceptable manipulation of the law which is unlike legitimate tax mitigation.”
 
It can be objected that the responsibility of business owners, for example, is to maximize the quality of the service that they offer by minimizing the cost. Thus, it is understandable that they either minimize tax costs or avoid paying taxes. Another objection might be that given the fact that businesses or wealthy individuals indirectly contribute to the economy of the country, they should be exempted from paying taxes. These objections, though relevant, seem to overlook the guiding ethical principles of participation in the common good and solidarity with the most vulnerable members of the human community. 

In his Encyclical, Sollicitudo rei socialis, Pope John Paul II speaks of solidarity as not being “a feeling of vague compassion or shallow distress at the misfortunes of so many people, both near and far. On the contrary, it is a firm and persevering determination to commit oneself to the common good; that is to say, to the good of all and of each individual, because we are all really responsible for all.” (SRS, n.38). This statement of Pope John Paul II brings to light the question of interdependence understood as “a system determining relationships in the contemporary world, in its economic, cultural, political and religious elements, and accepted as a moral category.” (SRS, n.38). In the same line of thought, David Hollenbach highlights the requirements of solidarity that should be considered in the relationships between people. “Solidarity,” he writes, “requires efforts to understand those who are different, to learn from them, and to contribute to their understanding of the good life as well.”
 
It is not hard to see the many practical implications of the shift from an individualistic approach to tax justice to a serious commitment to human solidarity. Such a shift involves working to improve relationships within the community. Mutual interdependence between people is given precedence over the notion of individual freedom and self-interest that excludes openness to others. 
As we can notice, solidarity goes beyond merely honoring the rights of the poor. It implies healing the world in order to make it a better place for every human being. This shift of perception is again expressed by Pope John Paul II in Sollicitudo rei socialis. Solidarity, writes the Pope, helps us to see the “other” – whether a person, people or nation – not just as some kind of instrument, with a work capacity and physical strength to be exploited at low cost and then discard when no longer useful, but as our “neighbor,” a “helper”, to be made a sharer on a par with ourselves in the banquet of life to which all are equally invited. (SRS, n.39). 
Here appears the importance of a new understanding of regulations that must satisfy the requirement of solidarity and must be guided by the principle of respect for and service to others. As regards this importance, Pope Paul VI writes: 
Legislation is necessary, but not sufficient for setting up true relationships of justice and equality… If, beyond legal rules, there is really no deeper feeling of respect for and service to others, then even equality before the law can serve as an alibi for flagrant discrimination, continued exploitation and actual contempt. Without a renewed education in solidarity, an overemphasis on equality can give rise to an individualism in which each one claims his own rights without wishing to be answerable for the common good.
 
David Ingram emphasizes this idea by stating that “when economic and legal systems fail to benefit everyone fairly, or treat consumers, producers, citizens, and clients, simply as depersonalized individuals in a cold calculus of costs and benefits, those in charge of their regulation can be held democratically accountable.”
  
At this point of our reflection, it is important to raise the question of the reluctance of some to paying taxes. It is a common knowledge that the avoidance of paying taxes and the evasion of taxes are often related to the understanding of taxpaying as a burden. Unjust regulations and misuse of taxes collected fuel this perception. As Attiya Waris notes, “the perception of governance practices extends societal perceptions towards the lack of accountability, transparency, and responsibility of the state in its collection of fiscal resources in the eyes of citizens, taxpayers, and society or the tax bargain.”
 This leads to the importance of the principle of enforceability. 
2.The Principle of Enforceability 

In a broader sense, the principle of enforceability can be described as general principles defining conditions that ensure the effectiveness of a regulation or a law. It is not rare to come across statements like: “we do have wonderful laws and policies, but administrations and states lack means to enforce them.” Enforcing the payment of taxes is more than simply a question of means. In fact, when the question of means is evoked, it generally refers to material means: lack of resources for verification, lack of staff, etc. It is my contention that the solution to the enforceability question is neither political nor economic. It is ethical. As Philippa Foster Back OBE notes in The Guardian, “tax policies should be underpinned by the guiding ethical principles of accountability, transparency, and consistency.”
 The semantic charge of each of these principles brings to light the requirement of promoting them in any tax practice. 
The online business dictionary defines accountability as “the obligation of an individual or organization to account for its activities, accept responsibility for them, and to disclose the results in a transparent manner. It also includes the responsibility for money or other entrusted property.”
 Transparency is described as “the essential condition for a free and open exchange whereby the rules and reasons behind regulatory measures are fair and clear to all participants. It is also the availability of full information required for collaboration, cooperation, and collective decision-making.”
 “Consistency principle is the idea in accounting that once an accounting method is adopted, it should be followed consistently from one accounting period to the next. If for any reason, the accounting method is changed, a full disclosure of the change and an explanation of its effects on the items of the financial statements must be given.”
 
Focusing on the above principles as the guiding principles of enforceability is a more effective way of ensuring that citizens and institutions accept their social responsibility of participating in the common good through the payment of taxes as a duty of solidarity. However, given that morality relies on the weak conscience of the individual, these principles must be enshrined in the Constitution of the country so as to give them a coercive weight. In addition to that, the individual must be at the center of the process. The existence of good enforcement structures is meaningless without the consent and the commitment of the moral agent. It might be objected here that grounding tax practices in ethical principles in a world that values riches and the maximization of profits, and which is characterized by competitiveness is an unrealistic utopia. Far from being an absurdity, the ethical approach to the tax issue allows the interdependence of three important dimensions of tax justice: the understanding of the payment of taxes as a duty of solidarity, the reasonableness and fairness of the application of taxes, and the integrity in the administration and distribution of public resources, goods, and services. 
It is worth noting here that when dealing with ethics in tax practices, there are three elements to be taken into account: “the principles of actions, the action itself, and the actions’ consequences.”
 These three elements bring to light the necessity of focusing on the agent whose principles of actions, actions, and actions’ consequences have an impact on both individuals and society. From this, it follows that a virtuous citizen will understand the payment of taxes not as a burden, but as a means of allowing the state to provide for public services, and the State of virtuous people will observe the principles of solidarity and equity in public spending. Thus, the ethical approach to tax practices is more about transforming people’s perception of tax practices. In that sense, the character of the person who performs the action is very crucial. 
Conclusion 

Having considered the question of tax justice through the lens of Catholic Social Teaching, it becomes clear that the ethical approach to tax practices serves as a shield to the taxpayers and the State against the excess, the iniquity, the brutality of certain selfish behaviors. It denounces the practice of usury, which takes advantage of the misery of the weakest members of society and leads to personal enrichment and the cult of money. The ethical approach advocates moral behavior in public spending, which must be directed to the common good by insisting more on accountability, transparency, and consistency. 
Contrary to a general belief according to which ethical parlance should be kept out of tax practices because it impinges on individuals and corporations’ economic growth, ethics does not seek to colonize business priorities in an illegitimate way. An ethical framework allows tax policies to be clarified. Because of this, it is important to take into account ethical considerations in the way some decisions are made. It is equally important to acknowledge that though ethics does not provide all the answers, “it does offer the structures and frameworks within which problems can be examined. Without a moral framework, we lurch from problem to problem, from one ad hoc solution to another, forever reinventing the wheel.”
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