I 18 | Tax on the creation of wealth

JohnThornhill

JohnThornhill is the Innovation
Editor at the Financial Times
(FT) writing a regular column
on the impact of technology.
He is also the founder of the
FT125 forum, which holds
monthly events for senior
business executives, and host
of Tech Tonic, the FT's weekly
podcast on technology.

John was previously deputy
editor and news editor of the
FTin London. He has also
been Europe editor, Paris
bureau chief, Asia editor,
Moscow correspondent and
Lex columnist.

Jalaasa

commod

If designed correctly, a
form of tax paid in data
could not only benefit the
public sector and help
Improve government
services, it could also
stimulate a new wave of
Innovation.

— Data companies are set
to grow increasingly
rich and powerful.

— New-generation
tech companies are
particularly elusive
entities to tax.

— Movement towards
partial payment of
taxes in data rather
than money would turn
a portion of private
assets into common
goods, the principle of
most tax systems.

There are now more connected devices
on this planet than there are people,
each one beeping out data about how
we work, live and play.

Gartner, the technology consultancy,
forecasts that there will be more than
20 billion connected devices by 2020
as the Internet of Things and ambient
intelligence become all-embracing
realities. The companies that harvest
and exploit all that data will grow
increasingly rich and powerful.

Seven of the top 10 most valuable
companies in the world by stock market
value are already US and Chinese tech
firms.

Several of these companies believe
their greatest asset is the data they
hold on their users, invaluable for
selling them more products, services
or advertisements. Yet although the
companies and their investors are

well aware of the value of that data, it
seems that accountants, regulators and
governments have still to catch up with
this new reality. In their different ways,
they all seem far more obsessed with
tangible rather than intangible assets.
That makes these new generation tech
companies particularly elusive entities
to tax. According to the European
Commission, digital businesses pay

an effective tax rate of 9.5 percent
compared with 23.2 percent for
traditional businesses.



