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MORE TAXATION AND LESS TAX AVOIDANCE: 
This June/July edition of the Family Enterprise Barometer 
is mainly devoted to taxation and adjacent issues because 
many ‘game-changing’ ideas and rules are about to 
unfold. The global tax deal is a perfect example. On June 
30, at the time of finishing the attached Monthly 
Barometer, there was still a degree of doubt about its 
adoption due to obstruction from holdout nations. Two 
days later, at the time of completing this Family Enterprise 
Barometer, the deal has been adopted by 130 countries. 
The negotiations were held under the auspices of the 
OECD. There is still much work to be done before the 
future of corporate taxation is settled, but the agreement 
leaves no doubt as to the direction of travel. As the details 
of implementation are being worked out, it will begin to 
reduce considerably the possibility to use tax havens. 

 
SOLIDARITY TAX: 
In the Western world, governments are thinking of closing 
some immediate budget gaps through a solidarity tax 
levied on high incomes or wealth or both. Most 
recently, this idea has gained some traction with the 
much-published news in the US that some billionaires pay 
no or very low taxes. The idea of a solidarity tax is being 
supported by the IMF, the UN, the OECD, and other 
international organizations that see it as an effective 
means to pull together the resources required to deal with 
the post-COVID recovery. The IMF has argued for some 
time that advanced economies can increase 
progressivity of income taxation and increase reliance 
on inheritance/gift taxes and property taxation and 
encouraged member countries to consider wealth taxes if 
other measures prove insufficient. 
 
INHERITANCE TAX DESERVES A SPECIAL MENTION: 
Even though it is highly controversial and produces only 
0.5 per cent of total tax revenues (on average – in the 
countries where it is levied), many governments in 
OECD countries are thinking of increasing it. In 
addition, they are rethinking current norms and practices, 
like giving total or partial exemptions to family business 
assets and agricultural land and treating favourably 
lifetime gifts. Apart from the major differences between 
countries, what are the implications for family businesses? 
(1) Prepare for more taxes – they are inevitable; (2) 
Study carefully the OECD report – it has a good chance 
of becoming policy in many OECD countries; (3) Think 
carefully about whether to pass ownership and control to 
the next generation, and if the answer is yes, about how 
and when to do it. 
 
POLITICISATION OF GLOBAL WARMING: 
Climate change is becoming increasingly political with 
the well-known divide between rich and poor countries 
being now superimposed by a divide between social 
classes. According to some recent UN data published in 
the UNEP Emissions Gap Report, the top 1 per cent of 
the world’s population by income account for roughly 15 
per cent of global emissions, twice as much as the 
bottom 50 per cent (due to larger and multiples houses, 
bigger cars, more travel, more consumption and so on). 
The same report claims that, in order to limit 
temperatures rising to 1.5C as stipulated in the 2015 
Paris Agreement, the 1% group should cut by 2030 its 
carbon footprint by at least a factor of 30. In Glasgow, 

 extra taxes to curb emissions directly are likely. These will 
be levied in a proportional or targeted fashion to ensure 
that it’s not the poorest who biggest brunt (otherwise a tax 
susceptible to alter the behaviour of the wealthiest 
members of society would impose unbearable costs on 
the less privileged. Governments won’t repeat the mistake 
of the diesel levy that in 2018 provoked the Gilets Jaunes 
mass protests in France). 
 
DIVIDEND POLICIES IN UNCERTAIN TIMES: 
A recent report published by the Cambridge Family 
Enterprise Group advises family businesses to “be 
prepared to be flexible” with respect to dividends’ 
policies. It makes an obvious, yet critical and sometimes 
overlooked point: the role of the board is fundamental. 
Being the mediator between the perspective of the owners 
and the needs of the business, the board of directors needs 
to have a candid and thorough dialogue with the owners. It 
must understand their needs, their options, and the 
potential effects (first and second round) if dividends had 
to be reduced or even eliminated. In turn, the owners need 
to understand the company’s requirements for cash and 
the downstream operating consequences of decisions 
about dividends. Questions that need to be addressed 
include: (1) Beyond the cash used for dividends, are there 
other sources of capital for business continuity? (2) Are 
there other sources of cash for family owners that can 
support them if dividends are cut? (3) What are the 
economic consequences to the family owners if dividends 
and distributions are reduced, postponed, or eliminated? 
As the pandemic has demonstrated, waiting for a crisis (or 
a second or a third one) is the least desirable situation 
because ‘doing nothing’ or procrastinating places both the 
business and family members at risk. Instead, planning has 
to be organized by keeping in mind basic principles like: (1) 
reducing or encouraging less dependence on dividends 
among family members and adjusting individual lifestyles 
to match a level of dividends that the business can afford 
in bad times; (2) preserving cash or cash equivalents to 
provide a minimal level of dividend payments, help the 
company weather downturns, make acquisitions when 
prices are depressed, or buyout owners who need liquidity. 
As always, “chance favours the prepared mind” – 
dividends policies need to be thought out well in 
advance, not only when a crisis strikes. 
 
BEYOND HACKING – BEWARE OF DEFRAUDING: 
Anecdotal evidence from intelligence boutiques and 
specialist recovery firms point to the increasing 
sophistication (and success) in attempts to defraud 
wealthy individuals and family businesses. Some 
scams may require months of preparation with techniques 
that are manifold, ranging from direct calls to one victim’s 
mobile from a number that matches or even impersonates 
that of a colleague or related institution to the presentation 
of highly sophisticated fake documents or prospectuses. 
As scams rely overwhelmingly on technology, they can be 
launched from almost anywhere, which makes them harder 
to defuse. Like the point above regarding dividends policy, 
preparation is of the essence. Spending a small amount of 
money in training / awareness courses taught by a 
professional firm is a most sensible investment to mitigate 
the risk of defrauding.  
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