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Action Aid: How Tax Havens Plunder the Poor 

 

Foreword 

Professor Jeffrey Sachs (Director of the Earth Institute, Columbia University) 

When G8 leaders meet this June, they have a responsibility to end one of the biggest and 

most dangerous scams in the world economy: the global web of tax and secrecy havens 

that they so lovingly have nurtured over the years. These havens facilitate tax evasion, 

money laundering, bribery, and lack of accountability for environmental and social 

calamities. 

 

The public did not really know the facts until recently. The rich and powerful kept the 

public distracted when stock markets were rising and budgets were full. Yet the tax 

haven system was eating away at the roots of the world economy, making it increasingly 

easier for wealthy individuals, corrupt businesses, money launderers, political parties, 

and of course the ever-more-powerful banks, hedge funds, and multinational companies 

to protect their profits from taxation. 

 

But recently, the veil has started to fall, and the sight is not lovely. Mitt Romney ran for US 

President with vast wealth in the Cayman Islands, and he was never willing to account for 

that wealth. The French Budget Minister, and then the Socialist campaign finance manager, 

got caught with their own offshore accounts. Rich Greeks with secret accounts abroad are on 

IMF-provided lists. Senior Spanish officials have been caught receiving stipends from secret, 

offshore party accounts. And this is only the tip of the iceberg. The International Consortium 

of Investigative Journalists has recently begun to release the names of rich and powerful 

offshore banking customers, with much more to be revealed. 

 

Cyprus exposed the macroeconomic risks of this nefarious system. Everybody knew that 

Cyprus was a tax-and-secrecy haven especially for Russian funds, but few people anticipated 

that the Euro would almost die in a blowup of the Cypriote banks. But why shouldn’t they 
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have known? This is par for the course when a country is home to bank assets and liabilities 

that are many times larger than the country’s national income. The banks have no 

backstopping. How many times do we really need to learn the lesson? 

 

Thanks to wonderful writing by many advocates and eye-opening (indeed eye-popping) 

books such as Treasure Islands by Nicholas Shaxson, we also come to appreciate better 

that the havens are not the un-pluggable gaps of a well-regulated global economy, but 

are actually part of the core design of the global system. Switzerland and the United 

Kingdom essentially invented much of the system during the early to mid 20th century, and 

the US became its great champion more recently. The Caribbean havens – Bermuda, the 

British Virgin Islands, and the Caymans – are British Overseas Territories. The US is itself 

increasingly a haven for foreign investors, especially in Delaware, and it is also the great 

proponent of the Caribbean haven system. 

 

And how absurd and dangerous this system has become. The Caymans have around 

57,000 people, but 92,000 companies. The BIS estimates that $1.4 trillion in bank assets 

and liabilities are there. This is a time bomb, not a financial system. And not 

surprisingly, the so-called “boards” of many tax haven shell companies, which are 

supposed to “govern” the companies, are routinely filled with individuals who sit on 

dozens, or even hundreds of boards. The governance situation is absurd, dangerous, 

and out of control. 

 

The politicians continue to protect their exorbitant privileges, or listen to their 

billionaires and continue to wink at mega-tax evasion, or listen to their major 

companies and continue to tolerate unpardonable games of transfer pricing into the 

havens, are playing with fire. The days of high living are over. 

We are now all sharing austerity. The havens represent unacceptable privilege and 

abuse, not fair sharing. 

 

Developing countries are also saying that enough is enough. For decades they’ve been on the 

receiving line of lectures about good governance. For decades, the hypocrisy has been out of 

control. The tax havens have served the purpose of paying bribes to potentates, and providing 

easy ways for elites in poor countries to keep their money safe from tax collectors. Yet it is 

the rich countries that have fostered that system. And now poor countries understand it 
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clearly. They are the ones insisting more than anybody to turn off these abuses. After all, the 

governments of the poorest countries are trying to invest their oil, copper, gold, diamond, and 

other earnings. But they can’t succeed if the money just makes a beeline for the havens, all 

protected and supported by Wall Street, the City of London, Swiss banks, and the rest of an 

industry all too happy to move money unaccountably and irresponsibly around the world. 

 

On top of this basic affront to the capacity of states to provide for their citizens’ 

wellbeing, the same facilities of secrecy and tax-free income make possible much of the 

illicit financial flows at the heart of moneylaundering, grand corruption and the 

financing of transnational crime. And as Nigerian Finance Minister Ngozi Okonjo-Iweala 

and IMF chief Christine Lagarde have pointed out, tax havens have provided a regulation-

free platform for many of the opaque and toxic financial vehicles which, together with “cosy 

financial regulation” onshore, have posed such serious threats to the stability of the global 

financial system itself.
1
 

 

This new study provides powerful evidence that four years after world leaders promised 

an “end to tax havens” in the wake of the financial crisis, the scale of tax havens’ hold 

over developing economies, and the systematic exploitation of their facilities by wealthy 

investors and businesses in those economies, has only increased. Put simply, the revenue 

lost as a result could enable developing countries to finance their own futures free from 

poverty. 

It is the world’s wealthiest countries that have the capacity to end this global injustice and 

end it now. Powerful countries can sometimes track down the income and assets siphoned 

offshore by individuals and businesses in tax havens, or as America’s bilateral FATCA 

agreements have shown, crack open secrecy through threatening to limit tax haven banks’ 

access to their taxpayers. For developing countries with much smaller administrative 

resources and economic clout, it is virtually impossible to do the same on their own. 

The world’s most powerful countries also have a unique responsibility. They created 

this system. It’s their job to end it. Taxes worldwide need to be paid, not hidden or 

absurdly sheltered; banks, hedge funds, and nonfinancial companies need to be 

domiciled where they can be properly overseen and regulated, not in small islands that 

can’t possibly oversee these businesses; and hot money and corruption need to be 

brought decisively under control. 
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The politicians need to understand that their publics are now on to the game. There is 

no more time to delay. 

 

1
 Ngozi Okonjo-Iweala and Christine Lagarde, ‘No Safe Havens for Dirty Money’, Project 

Syndicate, 21 June 2010, http://www.projectsyndicate.org/commentary/no-safe-havens-

for-dirty-money  

 

Executive summary 

Tax havens have recently become big news, as well as big business. But amidst all the 

scandals of ministerial Swiss bank accounts and celebrity tax avoiders, there has been 

much less discussion of the impact of tax havens on the poorest countries in the world. 

This briefing aims to fill that gap. It shows the primary role of the UK’s and the G8’s 

own tax havens in a global merry-go-round that helps keep 1.3 billion people in poverty 

and hunger, while denying developing countries the ability to benefit from their own 

wealth, and raise the public funds needed to fight poverty. 

  

1) New analysis by ActionAid reveals that just under one in every two dollars of large 

corporate investment in developing countries is now being routed from or via a tax 

haven. 

A third of these developing country tax haven flows are being routed through tax havens 

under the jurisdiction of countries represented at the G8. 

 

2) While not proof of tax avoidance, such routing can often result in billions of dollars of 

tax foregone by both developed and developing countries, through three key 

mechanisms outlined in detail below. In just one case we examine, the Indian revenue 

authority has claimed that a single offshore transaction deprived it of an estimated US$2.2 

billion of tax revenues – almost enough money to pay for a year’s subsidised midday meals 

for every primary schoolchild in India – a transaction that the Indian supreme court ruled 

could not be taxed because it took place offshore. 

 

3) New data recently published by ActionAid about the presence of the UK’s largest 

multinational companies in tax havens confirms the scale of this mismatch between where 

global business actually takes place, and where it appears on paper. Nearly four years after 

G20 leaders announced “an end to tax havens”:
1
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Every new entrant to the FTSE100 since 2011 has tax haven operations. Collectively the 

FTSE100 now has more companies registered in Jersey than in China; more in the Cayman 

Islands than in India. Ninety-eight of the 100 FTSE100 have companies in tax havens, 78 of 

which also have operations in developing countries. In two cases that we analyse in greater 

detail, over 60% of the firms’ tax haven companies are linked to operations in developing 

countries. 

While the number of overseas companies owned or controlled by FTSE100 firms has shrunk 

since 2011, the proportion of those companies in tax havens has actually slightly risen. Over 

38% of the 21,771 overseas subsidiaries and associate companies of the largest 100 UK-listed 

multinational groups are now located in tax havens. The proportion is largest amongst 

FTSE100 real estate firms: 80% of their overseas subsidiaries and associates are registered in 

tax havens – nearly 60% in UKlinked havens alone.
2
 

4) Multinationals’ use of tax havens continues to be opaque. Existing transparency measures 

are not working. 

 

1 
BBC News, Tax havens: no place to hide, 2 April 2009, 

http://www.bbc.co.uk/caribbean/news/story/2009/04/090402_canthide.shtml  

2 
For the definition of UK-linked havens we use here, see Box on ‘What’s a tax haven?’ 

above. 

 

Appendix: the FTSE100’s tax haven addiction 

 

Our new data, released online in conjunction with this report, finds that 78 of the 

FTSE100 – across 18 of the 19 sectors represented in FTSE100 – operate in developing 

countries. Every one of these companies, in every sector, has a tax haven presence. No 

sector has fewer than a quarter of their overseas companies located in tax havens. 

  

• As a group, banking maintains its position as the most prolific user of havens, as in 2011. 

Over half of all FTSE100 banks’ overseas companies are in tax havens (1,780 companies or 

57%). Strikingly, developing countries constitute almost a third of the countries in which 

FTSE100 banks operate; yet they have over 13 times as many companies located in tax 

havens (1,780) as in developing countries (136). 

 

http://www.bbc.co.uk/caribbean/news/story/2009/04/090402_canthide.shtml
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The ‘Big Four’ banks – Barclays, HSBC, the Royal Bank of Scotland, and Lloyds – all 

remain amongst the top 10 FTSE100 tax haven users. 

 

Real estate is the largest relative user of tax havens. Just under 80% of all overseas 

companies in this sector within the FTSE100 are registered in tax havens, which 

account for two-thirds of the countries in which real estate companies operate. 

 

http://www.gfintegrity.org/wp-content/uploads/2014/05/ActionAid-Tax-Havens-May-

2013.pdf  

 

Our Conclusion: 

It is clear that there is a need for an independent impartial forensics accounting 

investigation into all transnational banks, corporations and financial services 

providers as constitutionally mandated by section 32 of the Bill of Rights: 32. Access 

to information for the protection of rights against man-made poverty. 

http://www.gfintegrity.org/wp-content/uploads/2014/05/ActionAid-Tax-Havens-May-2013.pdf
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