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Acronyms

DA LY Disability Adjusted Life Year

H D I Human Development Index

H U I Health Utility of Income

H U T Health Utility of Taxes

I LO International Labour Organization

G D P Gross Domestic Product

O E C D Organisation for Economic Co-operation and Development

V B A Value Balancing Alliance

VS L Value of Statistical Life

W B C S D World Business Council for Sustainable Development

Y L D Years of Life Disabled

Y L L Years of Life Lost
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Health Utility of Income The contribution of income to an individual’s well-being in a given 
location.

Health Utility of Taxes
The contribution of taxes to a population’s well-being in a given 
location.

Health State of complete physical, mental and social well-being. Health 
is sometimes defined more narrowly, encompassing only physical 
and mental health (based on a medical definition). In this report, 
we define health as including well-being, representing an absolute 
measure of well-being.

Human capital The knowledge, skills, competencies and attributes possessed by 
individuals that contribute to their well-being (adapted from: the 
Social and Human Capital Protocol, 2019).

Impact A positive or negative contribution to one or more dimensions of 
well-being.

Impact pathway A logical series of cause and effect chain of events that describe 
how a specific activity results in changes in natural or human 
capital. An impact pathway is described in terms of input, activity, 
output, outcome and impact. 

Impact valuation Assessment and accounting of the relative importance, worth, 
utility or usefulness of natural or human capital to people 
and society. Valuation can be monetary or non-monetary 
(e.g., expressed in physical metrics or quantities).

Outcome Changes in the lives of those in a target population or natural 
ecosystem (e.g., difference of income from a living wage, 
additional income opportunities derived from a skill’s acquisition).

Output Direct measurable result of an activity (e.g., income, access to 
healthcare, hours of training received, emissions of GHGs). 

Social capital Public institutions, infrastructure, resources, social networks 
and their shared norms, values and understanding in a society 
(adapted from: the Social and Human Capital Protocol, 2019).

Glossary
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Tax evasion Failure to pay or deliberate underpayment and/ or misrepresentation 
of taxes. One way to evade paying taxes is by not reporting income. 
Tax evasion is illegal.

Tax avoidance An action taken to lessen or reduce tax liability. Tax avoidance 
is legal, and can be achieved through tax claims,  tax credits, or 
adjustments to income.

Well-being State of being comfortable, healthy, or happy. Well-being can be 
measured in absolute or relative terms related to a person. In this 
methodology, we use an absolute measure of well-being which 
encompasses both quality of life and life expectancy.
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Taxes are at the foundation of society as we know it. They fund important public 
goods and services, and support the economy with key infrastructure projects 
and services (e.g., security, research, skilled labor). However, taxes can be seen 
as a barrier to businesses and the economy, and are often fought (or avoided) and 
optimized. Despite important inefficiencies (and even corruption), taxes, driven in big 
part by economic activities and corporations, help create enormous societal value 
over time. However, businesses do not yet see taxes as a key driver of societal value 
creation. The corporate sustainability narratives reflect this belief and as a result, 
discussion of taxes is systematically avoided or downplayed. 

This blind spot must change. Businesses are increasingly trying to understand 
and measure societal value across human, social and natural capitals. It is widely 
accepted that societal value is tightly linked to business value and resilience and 
long-term profitability. Investors, the civil society, NGOs and even business partners 
and stakeholders are increasingly putting pressure on businesses to measure their 
impact on the society. Three key actors of this initiative —Capitals Coalition, 
the Value Balancing Alliance and the World Business Council on Sustainable 
Development— are currently developing the future standards for companies to 
report on their societal impact (or multi-capital impact and dependencies). However, 
methodologies are lacking in how to properly operationalize those standards. This 
methodology paper on the Health Utility of Taxes (HUT) is key in offering a practical 
and tangible solution to measure societal value. Together with the Health Utility of 
Income (HUI) method (Part A of this paper), these two methods represent a new 
approach to capture societal value beyond the simple economic indicators that 
have been used thus far (e.g., wages, taxes contribution, employment numbers). This 
method builds on a macro-economic model isolating the effects of public spending 
on the well-being of a population (as measured by quality of life and life expectancy), 
across all countries in the world. The change in well-being is measured in terms of 
DALYs (Disability Adjusted Life Years), which is consistent and directly comparable 
to the HUI method.

This method has been tested and applied throughout the value chains of various 
multinational companies operating in different sectors and regions (e.g., Novartis, 
Natura, Wilstar AS). The approach challenges the status quo and combats the taboo 
of taxes within the sustainability field, while bringing valuation insights which can be 
integrated and adapted into companies’ strategies. Acting on knowledge gained from 
employment and wages is one thing, acting on knowledge of taxes is another, and 
requires a very different strategy where the levers are mostly indirect. 

We hope that this innovative methodology will allow businesses to measure their 
societal impact from tax contributions (and wages with the HUI method) while also 
offering more consistency, relevance and comparability to unlock new strategies to 
enhance business and societal value.

Abstract
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Introduction

1

Roughly 15 % of the world GDP is paid in taxes, the foundation of public 
infrastructure and services for countries’ populations. Independent of political 
orientations, taxes and public spending are critical to ensuring we can live 
together, optimizing our resources, and supplementing our economy. Indeed, public 
infrastructures, education and health are also critical to support businesses. 
Obviously, some countries do better than others when it comes to taxation, public 
spending and providing public services. Inefficiencies are common, but it is not a 
reason to ignore the role of government to contribute to its society and economy, 
through the use of tax income.

When it comes to the private sector, taxes are rarely seen as a factor or pillar of 
sustainability strategies. And yet it is a key priority in terms of financial optimization 
for all businesses and individuals worldwide. Despite this blind spot in companies’ 
sustainability strategies, we think that taxes represent one of the main societal 
impacts of the private sector worldwide, next to employment and the production 
of goods and services. As paying taxes is obligatory, they are often seen as rigid 
with little opportunity to act, hence the possible gap in corporate sustainability 
strategies. Nevertheless, it is a very important societal contribution. Recently 
we have seen an increased interest in taxes from a sustainability point of view, 
although the topic is far from mainstream in sustainability reports. Understanding 
and measuring the impact of businesses on society through the payment of taxes 
will take on increasing importance in the near future.

The current development of standards and methods are led by the Capitals 
Coalition, the Value Balancing Alliance ( VBA) and by the World Business Council 
for Sustainable Development ( WBCSD). The Capitals Coalition published the 
Natural Capital Protocol 1 in 2016 and the Social and Human Capital Protocol 2 
in 2019, which provide a framework for businesses measuring their impact and 
dependencies on society. However, relevant methodologies are lacking, especially 
in the human and social capital field, leaving companies to choose overly simplistic 
methods focused more on outputs than outcomes or impacts.

1 https://capitalscoalition.org/capitals-approach/natural-capital-protocol

2 https://capitalscoalition.org/capitals-approach/social-human-capital-protocol

https://capitalscoalition.org/capitals-approach/natural-capital-protocol
https://capitalscoalition.org/capitals-approach/social-human-capital-protocol
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In this paper, we introduce a method called the Health Utility of Taxes (HUT), to 
measure the societal value of taxes paid by companies and individuals, among 
other sources. The HUT translates taxes received by any government into a 
unique, relevant, comparable, and consistent impact reflected by the change of 
well-being of a population. We illustrate the use of the HUT method first at the 
macro-economic level, by assessing the quality-of-life impact resulting from tax 
abuse in the private sector. Secondly, we showcase the use of the method for a 
business, Natura, and its positive impact on social capital generated by personal 
income taxes paid on wages from its direct employees (as part of all the taxes paid 
along the value chain of companies).
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The Health Utility of Taxes

2

 2.1 Context

Social determinants of health are used as a general framework for the health utility 
of taxes, similar to the health utility of income presented in Part A of this paper. 
Social determinants of health do not specifically address taxes or public spending; 
however, they do consider social security, health care services and similar categories 
financed by public spending (see Figure 1). We built on this consideration to develop 
a comprehensive top-down approach to assess the contribution of taxes and public 
spending to a population’s well-being, covering both life expectancy and life quality. 
This approach is complementary to other approaches that consider well-being as the 
endpoint such the HUI, safety valuation methods, environmental impact on human 
health, education benefit to life quality, and so on.

Social determinants of health and scope of the Health Utility of Income 
method (in yellow) and scope of the Health Utility of Taxes method (in purple).

Figure 1

Typical determinants

Well-being

Income and material conditions

Social services / security / infrastructure

Technological / science trends

Environment

Behaviours and genetics

Education

A person or organization can have 
an influence on the environment, 
on occupational safety (and 
behaviours), on education and so on.

An organization can influence wages 
and incomes across its value chain.
The HUI addresses this determinant.

Social services / security / 
infrastructures are connected to public 
spending and taxation.
The HUT addresses this determinant.
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Taxes and public spending have been widely discussed and analyzed, especially 
regarding their economic effects. Numerous studies 3, 4 have looked at bottom-up 
approaches to analyze the effect of one policy on a society and economy. 
Top-down studies look at the connection between subjective well-being, economic 
impact, income and welfare 5, 6, 7. However, very few studies have analyzed the 
absolute effect of taxes and public spending on absolute well-being (or health 
status) of a population. This is due to the complexity of the topic and the difficulty 
of isolating the effect of taxes and public spending. Nevertheless, taxes and public 
spending have played important roles in elevating our well-being throughout time. 

In this paper, we develop an estimate of the utility of taxes for the well-being of 
populations at the country level, covering both life expectancy and life quality. We 
use recent data series of life expectancy (UN) and life quality (WHO / GBD) that 
we correlate, over a 20 year time period, to public expenditures. However, this 
correlation is not perfect as countries present a wide range of other contributing 
factors such as income, science and technological progress, behaviors, education 
and efficiency of public spending (including corruption). Therefore, we use various 
techniques to isolate the effect of public spending on the population well-being, 
excluding as much as possible those contributing factors.

The result provides us with a measure of the contribution of taxes and public 
spending to the change of population well-being. Because the model is based on a 
top-down approach, some uncertainties cannot be avoided. However, the results 
show a logical behavior (see chapter 2.5). Further refinement could be made on 
the causation of public spending and population well-being and complementing 
the top-down approach by bottom up approaches looking at specific spending and 
investments in particular.

3  Holden et al. ( 2018) Social return accounting – using social science to calculate rates 
of return for government expenditures. UNSW Sydney – Australia’s Global University

4  Vluggen et al. ( 2020) Social return on investment in the public sector. Journal of 
Public Procurement, Vol. 20, No. 3, pp. 235–264

5  Vatavu et al. ( 2019) How taxes relate to potential welfare gain and appreciable 
economic growth. Sustainability, 11, 4094.

6  Grudnoff ( 2020) Tax and well-being – The impact of tax on economic well-being. 
The Australia Institute and Nordic Policy Centre

7  Akay et al. ( 2012) Happy taxpayers? Income taxation and well-being. Discussion 
paper series. IZA (Institute for the Study of Labor) DP No. 6999
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 2.2 Theoretical framework

Impact valuation typically focus on natural, human and social capital, whether used 
in the private sector or for other organizations. In order to ensure the comparability 
of the impact valuation results, we think it is crucial to define a unique, consistent, 
relevant and comparable impact indicator. We use change in well-being as this 
unique impact indicator in our theoretical framework. As a society, the only way 
we value capitals is by using reference systems like our finances, our spending and 
so on. But the ultimate goal of the economy is to provide us with a good quality of 
life and a long life (summarized as well-being here). This is why defining impact as 
well-being makes sense in an impact framework and allows for greater relevance, 
comparability and consistency.

The impact framework depicted in Figure 2 reflects this choice of a unique impact 
indicator and highlights two broad types of valuation pathways that are required 
to measure it. The first type of pathway covers direct health or well-being effects, 
such as when an activity affects the physical or psychological health of someone 
(e.g., occupational safety). The second type of pathway covers economic outcomes 
or proxies, such as income or taxes. This economic outcome pathway requires 
utility models which translate a change of economic effects into a change in life 
quality of individuals (human capital) or groups of people (social capital).

Impact framework defining the valuation pathways that lead to the 
single impact indicator: change in well-being.

Figure 2

Activities

Impact
(change in well-being)

Output and 
outcomes

Human capital

Social capital

Natural capital

Valuation pathways

Direct health outcomes

Physical health 
or Psychological health

Life quality or expectancy 
(change in well-being)

Economic outcomes

Present or future / 
recurrent effects

Effects at individual or 
population level

Utility models

Translate a change in economic 

terms for an individual or 

population to a change in 

well-being (like HUI or HUT)



14

The HUT method (one of the utility models required by the impact framework 
presented) allows us to translate a tax or social contribution into a change in 
well-being. It relies on the correlation between public spending and life quality 
and expectancy changes over time. This correlation can be refined using various 
co-contributing factors that we excluded, using various techniques, from the base 
correlation. Those co-contributing factors are: 

•  Baseline change in life quality, driven by scientific breakthroughs 
(e.g., vaccine development), educational achievements, and other 
factors. In the current application, we considered countries with 
very low public spending and identified the trend in life quality and 
expectancy that we considered as the baseline. We subtracted this 
baseline from all countries.

•  Economic development, which leads to increased income for the 
population. In the current application, we used the HUI factors 
applied to the income data series at the country level to exclude the 
contribution of income to life quality and expectancy change.

•  The efficiency of public spending towards the improvement of 
life quality. In the current application, we use the absolute health 
expenditure per capita per country (a proxy to identify efficiency of 
spending) as a key indicator, reflecting the focus of the countries’ 
public spending on its population’s well-being.

The change in life quality and expectancy that remains, after excluding 
co-contributing factors, is assumed to be associated with public spending. 
For the purpose of this model, we assume that taxes are equivalent to public 
spending over a long period of time (such as 10 or 20 years). This model 
represents an estimation of the impact of taxes and public spending on a 
population’s health outcomes; in reality, various other factors influence life 
quality and expectancy.
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HUTl =

Health outcomesl•Effl

Public spendingl

H U T  E Q U AT I O N

l : Location (e.g., country)

HUT: The Health Utility of Taxes for a given country measured in 
DALY /  USD

Health outcome: Life quality (e.g., YLD) and expectancy (e.g., YLL) change 
that is explained by a difference of public spending, excluding 
co-contributing factors such as income and technology changes. It is 
measured per year, although the overall period considered should be 
greater (typically 20 years).

Eff: Efficiency factor that accounts for the reduced correlation between 
public spending and health outcomes due to inefficient public 
spending (e.g., corruption).

Public spending: The total public spending of country i averaged over one year, 
considering the same period of time as the health outcome (typically 
20 years).

Where:

The HUT general equation is:

The equation to apply the HUT factors is thus the following:

Social capital impact (DALY)=

DALY

USD
HUT • taxes (USD) or social costs (USD)( )

The HUT factors are used as direct multipliers to a tax contribution or change in 
social costs for a government. A baseline could be defined which could either be 
zero or another threshold, represented, for instance, by the expected or ideal level 
of taxes to be paid to a government. The choice of baseline is context dependent 
and based on subjective choices. It could be standardized, although that is not the 
objective of this methodology paper.
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 2.3 How to use the HUT

To illustrate the use of a HUT factor, we will consider an example of an employee 
located in India receiving an income and paying taxes on that income. Here we use 
the HUI and HUT to identify both contributions for this employee and compare their 
relative importance in terms of societal impact. As presented in Part A of this report, 
the health gap in India has been estimated at 0.58 DALY / year of work and the living 
wage to Rs 531,600 per year (WageIndicator Foundation) leading to a HUI factor 
of 2.72e-7 DALY/ Rs. To assess the human capital impact of an employee with a 
salary of Rs 1 million, we apply the following calculation (as the income is below the 
threshold of four times the living wage, we did not use the minimum function):

Human capital impactemployee income india = 1.1 e
-6•(1e6- 531,600) = 0.52 DALY 

Social capital impactemployee tax india = 2.78 e
-8•(112,500) = 0.0031 DALY 

To calculate the contribution of taxes, we need to calculate the personal income 
tax on the Rs 1 million salary. Based on the personal income taxation rate 
(source: PwC), we calculate the income tax to be paid as Rs 112,500 which we can 
multiply by the HUT factor for India which we 2.72e-8 DALY/ Rs, using the following 
calculation:

These results show that the overall societal impact generated by the income in 
India is significantly higher than the societal impact generated by the tax paid on 
the income received by this employee.

In order to provide a point of comparison for the application of the HUT and 
HUI methods, we consider here below an employee from a high-income country 
such as Norway. Let’s consider an employee earning NOK 500,000, considering 
the living wage being NOK 300,600 per year. The HUI and HUT are 1 .1e-8 and 
2.5 e-6 DALY/ NOK respectively. We estimate a taxation rate of 40 % (including 
social contributions, based on PwC info).

The HUI is calculated as:

1.1 e-8 • (NOK 500,000 - NOK 300,600) = 0.0022 DALY

The HUT is calculated as:

2.5 e-6 • (40  % • NOK 500,000) = 0.5 DALY
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When comparing the two employees wages’ societal impact in the two countries, 
India and Norway, we observe that their situation is quite different (Table 1). The 
situation of both employees is quite the opposite. Income’s utility in India is very 
high while it is very low in Norway. The tax’s utility shows the contrary effect with 
a high utility in Norway and a low utility in India. Both employees provide a similar 
societal value though overall, but with very different contributions from income 
and tax.

Income’s impact on 
well-being (DALY )

Personal income tax 
impact on population’s 
well-being (DALY )

Employee in India 0.52 0.0031

Employee in Norway 0.0022 0.5

Illustration of the application of the HUI and HUT model to two 
different employees in Norway and India.

Table 1

 2.4 The monetary valuation of DALYs

The DALY can be monetized for the purpose of impact valuation studies or other 
applications. Different valuations can be used, such as the value of statistical 
life ( VSL) or the social utility of life. Both concepts are briefly described below, 
although it is not the objective of this methodology paper to prescribe a valuation 
factor for DALY.

The value of a statistical life ( VSL) is the marginal rate of substitution between 
income (or wealth) and mortality risk. It is usually measured by asking a wide 
range of people their willingness to pay to prevent a specific health condition. By 
analyzing different data points across population groups and health conditions, it is 
possible to estimate the full value of a life. Using this method, the value of a life can 
be estimated to be worth between $  5 and $ 20 million USD (for a full life), while 
a common value used in the context of impact valuation has been approximately 
$ 185,000 USD /  DALY 8.

The social utility of life is a slightly different concept from the value of a statistical 
life. As such, it should be informed by the utility for a population or entire society 
rather than at the individual level. Accordingly, this value should be anchored in a 
macro-economic perspective. Although research is lacking to set this value, a range 
of companies are using an ideal productivity value as a proxy for this social utility. 

8  OECD ( 2012) The value of statistical life: a meta-analysis. Working Party on National 
Environmental Policies. Environmental Directorate / Environmental Policy Committee. 
OECD.
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For instance, an average GDP or GNI  / capita can be used to estimate this value, 
for example, the average GDP /  capita of OECD countries. Using this approach 
might underestimate the social utility of life, which goes beyond the productive 
capacity of individuals, for instance including all non-productive activities (e.g. child 
and family care, knowledge and art creation, etc).

 2.5 Current application and HUT factors

In order to develop an operational set of HUT factors worldwide, we need to rely on 
existing international datasets. We used the following data sources:

•   Global Burden of Diseases 9: preventable diseases data in DALY 
per capita

•  World Bank: life expectancy, GDP (USD current), tax revenue as a 
share of GDP, population, health expenditure per capita

The public spending per capita is calculated based on the tax revenue as 
a share of GDP, multiplied by the GDP and divided by the population. We 
identified the public spending at the beginning of the twenty-year period 
considered in this assessment (year 2000), assuming that most spending 
will have a medium — or long-term effect.

The health outcome relies on both the life expectancy (year 2018) and the 
preventable diseases (Global Burden of Diseases), as a proxy for life quality. It is 
calculated here on a per capita basis. The following steps were used to calculate 
the numerator of the HUT equation:

1.  We subtracted from both the life expectancy and the 
preventable disease the average value related to countries with 
the minimum public spending, as a way to remove the baseline 
change of life quality and expectancy. Obviously, access to 
technology, vaccines, education (on hygiene, for instance) can 
be highly unequal, but for the purpose of this first assessment 
we assumed it to be equally distributed or at least driven by 
other drivers such as income and efficiency of spending. In 
order to express together difference of life expectancy (lifetime 
metric) and life quality metrics (yearly), we need to divide the life 
expectancy gap by a period of time that would drive the health 
outcome. In our case, we decided to use 40 years (estimation).

9 http://www.healthdata.org/gbd/about

http://www.healthdata.org/gbd/about
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2.  We then used the differential of income between the countries 
assessed and the countries with very low public spending to 
value its contribution to the change of life quality. We used the 
HUI (Health Utility of Income) to translate this change of income 
into a change of life quality and expectancy that we deducted 
from the initial health outcome calculated. 

3.  Finally, we multiplied the resulting health outcome by a spending 
efficiency factor using the ratio between the health expenditure 
of the country assessed and the maximum observed health 
expenditures per capita. This ratio is a proxy for the well-being 
focus of the governments. 

The resulting health outcome was then divided by the total public spending 
per capita (in USD / year) to obtain the HUT factors. Figure 3 shows the 
results of the HUT factors in a global model plotted against the public 
spending per capita (World Bank, 2019). The correlation is poor, but it is not 
the objective to obtain a good correlation; considering that some countries 
are better than others at spending their tax income towards the well-being of 
their population.

A closer analysis of Figure 3 reveals some interesting trends. The yellow dots 
indicate European countries. Almost all Western European countries are above 
the trendline, while Eastern European countries are at the bottom left. The few 
yellow dots to the right of the figure are the Nordic countries, which appear to be 
lower than the average Western European countries. Some of the reasons for this 
are their relatively high level of taxation and high personal income leading to an 
important fraction of the health outcome attributed to the individual income (as 
opposed to public spending). For the Americas, represented by the red dots, the 
distribution spans across almost the entire spectrum of HUT. The two red dots 
to the right represent Canada (the highest point) and USA. The Latin American 
countries with the highest HUT are Costa Rica, Argentina, Uruguay, Chile, Mexico 
while Bolivia, Ecuador, Brazil, among others, are further below. The highest HUT in 
the Americas are almost as high as the highest HUT in Europe which is impressive. 
Africa is unfortunately all grouped at the bottom left of the graph. Finally, some 
of the Arab states such as Qatar, Kuwait, and Saudi Arabia have an interesting 
dynamic where they appear far below the trend curve, possibly due to their 
relatively high average income per capita (leading to a possible over-allocation 
of the health outcome to income vs. public spending). Further research would be 
needed to verify and refine the analysis.
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Global dataset of HUT factors plotted against the public spending per 
capita. The color coding indicates the regions in the world to which 
the individual countries belong.

Figure 3

Public spending per capita (USD / capita) – 2020
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HUT factors

0.0e+00 3.0e-05

Worldwide view of HUT factors (DALY per USD of tax spent).
The scale has been cut at 0.6 for visualisation purposes.

Figure 4

Figure 4 illustrates the HUT factors on a more intuitive color-coded map of the 
world, depicting the relatively high utility in developed countries (North America, 
Western and Northern Europe and Australia/ New Zealand), the low utility in poorer 
countries, and the lowest utilities found in sub-Saharan countries.
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Comparison between HUI and HUT factors. Gray dots are HUI factors 
while orange dots are HUT factors.

Figure 5

An interesting comparison can be done between the HUI (presented in Part A of 
this paper) and HUT factors, as illustrated in Figure 5. We observe that there is a 
tendency to have an inverse relation between HUI and HUT. When HUI is high (in 
the case of low-income countries), the HUT is low, while the opposite is mostly 
true for richer countries (HUT high and HUI low). This relationship highlights the 
trade-off that exists between income and taxes to drive social impact.

The HUT factors are provided in the Appendix.

Measure Names

HUI (DALY/USD

HUT (DALY/USD)
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 2.6 Main limitations and areas of future improvement

We must consider the current limitations of the model when interpreting the 
results of the application of the HUT factors and also for future refinement of 
the methodology. The current theoretical framework and application’s limitations 
include:

•  The correlation between health outcomes and public spending can 
be significantly improved if improved data is used for the analysis 
and that this latter is carried out more differently: for instance 
deducting impact contributions (as it is done in this model) vs. 
conducting a multi-dimensional statistical analysis might limit the 
precision of the results.

•  The assumption that tax income equals public spending is 
obviously too simplistic, as public debt can play an important role 
in influencing the public spending (because part of the public 
spending will serve the debt and at the same time can increase the 
public spending capacity without additional tax income). However, 
this effect is limited over the long term.

•  The efficiency factor used as a multiplier to the health outcome 
has limited relevance. A more detailed analysis of the public 
spending details per country, including real inefficiencies 
(corruption), is needed.
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Global assessment: 
the social cost of international 
tax abuse

3

Globally, a significant amount of taxes are lost due to international and corporate 
tax abuse (tax evasion and tax avoidance), which contributes to social inequalities, 
poor public services, high mortality rates and weak public administration. 
Tax evasion is defined as the failure to pay or deliberate underpayment (or 
misrepresentation) of taxes (which is illegal), while tax avoidance is the optimization 
of taxes (which is legal).

To assess the magnitude of tax losses around the globe and its impact on societies, 
we created an impact valuation model based on the Health Utility of Taxes model. 
The information on tax losses around the world was obtained from the State of Tax 
Justice Report (SOTJ, 2020) 10 which has developed a comprehensive dataset on 
international corporate tax abuse, including tax avoidance and tax evasion losses. 
The full report and methodological notes can be downloaded from their website. 
The dataset (see Table 2) contains information on corporate tax abuse in 205 
countries showing the estimate of $ 426 billion USD that is lost globally. Table 2 
provides the data sources used for this global analysis.

10 https://taxjustice.net

Data Source

State of tax justice country data Tax Justice Network, 2020

GDP (for benchmarking) World Bank, 2020

Health Utility of Taxes (HUT) This paper

Data sources in the global model to estimate the impact of corporate 
tax abuse around the globe.

Table 2

� https://taxjustice.net
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By using the HUT model presented in this paper, we can translate tax lost from 
international tax abuse into a reduction in well-being at the population level, 
expressed as DALYs. Table 3 shows the top 15 countries where taxes are lost due 
to international tax abuse and the number of DALYs lost per year. Overall, almost 
11 million DALYs are lost from tax evasion and tax avoidance globally.

No Taxes lost (in billions) DALYs lost

1 United States 89,354.37 1,769,286

2 United Kingdom 39,583.85 1,702,405

3 Germany 35,063.68 1,520,020

4 France 20,236.18 940,516

5 Brazil 14,911.04 198,162

6 China 14,886.39 53,609

7 Ireland 14,462.66 236,756

8 Italy 12,384.87 528,286

9 Colombia 11,774.92 209,327

10 Luxemburg 11,242.65 179,587

11 Nigeria 10,825.79 28,377

12 Netherlands 10,601.29 270,987

13 India 10,319.68 20,484

14 Japan 9,906.30 850,852

15 Mexico 9,067.46 205,369

16 Others 111,064.80 1,884,925

Total 425,685.93 10,598,948

Total taxes and DALYs lost due to international tax abuse.

Table 3

It is interesting to observe that the ranking in terms of volume of taxes lost is not 
fully correlated with the DALYs lost given the variability of the HUT factors. In 
general, HUT factors are lower for developing countries. For example, Brazil and 
China have lower DALYs proportionally than countries such as Germany, UK or USA.

The large volume of DALYs can be better understood as a number representing a 
reduction in life’s time lived in good health, expressed for instance in months or 
days lost, in the life of a person. Dividing the amount DALYs by the population of 
each country gives us an estimate of the reduction of life quality and expectancy 
that a person experiences. For the countries with the biggest tax abuse, their 
population are losing up to four months of life expectancy, although the distribution 
of this loss is quite uneven. This analysis provides interesting insights into the 
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countries that are most affected by international tax abuse. Other indirect forms 
of tax evasion were not considered. For example, taxes lost to corruption, the 
informal economy or illicit activities have been estimated at least three times 
larger than direct tax losses assessed here (SOTJ, 2020).

The results presented here are both a macro-economic illustration of the 
application of the Health Utility of Taxes, a model which allows us to quantify the 
value of taxes to society, and a reminder that taxes are an important driving force 
in our economy and society that is significantly underrepresented in the global 
sustainability agenda.
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Business application: 
Natura’s social capital valuation 
of personal income taxes from 
direct employees

4

Natura is a cosmetic company that operates mainly in Latin America, uses a 
direct sales model, and is a successful business where the values of sustainability 
are embedded in its core. It is a BCorp company and an innovator in the field 
of sustainability on various topics ranging from carbon neutrality, women’s 
empowerment, product sustainability to socio-biodiversity (sourcing in the 
Amazon which directly protects the forest). Natura employs more than 6,800 
workers, mostly in Latin America countries (the majority based in Brazil) in 
diverse roles across the organization. As part of a comprehensive analysis of 
Natura’s impact to society (human, social and natural capital) along its full value 
chain, called the Integrated Profit & Loss, we analyzed the societal impact of 
tax contributions (e.g., sales tax, corporate tax, payroll taxes) which is relevant 
to this methodology paper. We use the case of Natura as an application of the 
HUT factor to a business. We focus on the personal income taxes paid based on 
wages provided by Natura to their direct employees.

We analyzed the payroll data of all direct employees of Natura and calculated 
the personal income tax using national taxation rates based on each employee’s 
location and wage level. We then applied the HUT factors per country to the 
tax contributions to obtain the related societal impact. We also calculated, as 
a point of comparison, the societal impact of wages paid using the HUI model. 
The two results do not impact the same stakeholders, as the wages directly 
impact the individual employees whereas the tax contributions impact the entire 
population of the countries where the tax is being paid. Nevertheless, their order 
of magnitude can be compared as they both measure a change in well-being and 
use the same impact metric (the DALYs).

Table 4 illustrates the impact of Natura’s direct employment wages and personal 
income tax, in USD. These values reflect the societal impact (or well-being) 
and not the monetary values of the wages or personal income tax contributions 
(related to the former wages). The income generates a higher positive impact 
for the society than the taxes do, although this outcome changes slightly when 
analyzing the results country by country. The main drivers are wages level, the 
living wage, country taxation levels, and the HUI/ HUT factors.
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Countries Total wages’ societal 
impact using the HUI 
model (USD)

Total personal income 
taxes paid in 2020 
by Natura’s direct 
employees (USD)

HUI factor 
(DALY / USD)

HUT factor 
(DALY / USD)

Brazil 225,285,931 58,012,192 1.6E-05 1.3E-05

Argentina 21,125,172 21,620,504 7.5E-06 4.1E-05

Chile 6,717,698 4,837,134 5.6E-06 2.3E-05

Peru 15,543,452 1,661,953 1.7E-05 1.5E-05

Mexico 2,014,769 1,401,376 1.2E-05 2.3E-05

Colombia 19,530,976 1,134,328 1.5E-05 1.8E-05

Total 290,217,998 88,667,486

Impact valuation results for Natura’s direct employees’ wages and 
personal income tax

Table 4

When looking at Argentina’s results, for instance, we observe that the societal 
tax contributions are almost equivalent to the wage contributions. Argentina’s 
average tax rate for the wages considered is not greater than other Latin Americans 
countries. The main difference comes from the HUT factor, which is significantly 
greater than the average, while the HUI factor is significantly lower than the 
average (for the countries considered here). The high HUT factor for Argentina 
shows a strong correlation between the increase in population well-being over 
the recent past correlated to public spending in other countries this is less so). At 
the same time, a low HUI shows a low health gap linked to income inequalities or, 
said differently, the life expectancy is more homogenous in Argentina in relation 
to income inequalities than in other Latin American countries. On the other hand, 
Colombia, Peru, and to a lesser extent Brazil, show a contrast to Argentina, where 
income’s utility is much greater and where tax utility is low (in comparison again 
to Argentina). There is potential to make the link between the socio-economic and 
political context of each country and the related HUI / HUT factors, although this 
falls outside the scope of this short case study.

This analysis allows Natura to develop a better understanding of its impact on 
society through the creation of employment in Latin America. It also highlights the 
trade-off between wages and taxes, and the relative contribution of employment 
to society in the different countries where Natura operates. It also allows us to 
compare directly very different contributions to society such as the wages and 
taxes. Obviously, this analysis is limited in both scope and level of granularity. These 
results are part of a much broader analysis that looks at all societal contributions 
along Natura’s value chain and provides strategic insight into the connection 
between business and societal value.
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Next steps

5

Utility models will become very important in the field of impact assessment and 
valuation in the coming years. They are the key to understanding the true value of 
economic indicators such as wages and taxes to society.

The Health Utility of Taxes method presented here allows us to directly translate 
a tax contribution to a change in well-being everywhere in the world. It relies on a 
macro-economic model which correlates the change in life quality and expectancy 
to public spending, by excluding co-contributing factors. It must be noted that the 
correlation has an important potential to be improved in future research, although 
we have provided a pragmatic model readily applicable for organizations who want 
to calculate the value of their tax contributions expressed as a change in well-being, 
which can also be monetized.

The HUT model proposed has already been tested by a several international 
organizations (Natura, Wilstar, Novartis) and has informed investment decision 
making and corporate sustainability strategies. It has proven to be extremely 
useful and relevant, and brings the topic of taxes into dialogues of sustainability 
agendas, where it has been all but absent so far. The value of expressing the impact 
results into a single indicator of well-being is valuable because it allows a direct 
comparison between other pathways (e.g., direct health impact, wage), and is more 
relevant and consistent.

The HUT model will help companies measure more objectively their impact on 
society through their tax contributions, which should improve sustainability 
strategies and elevate the tax topic into corporate agendas. Using both the HUI and 
HUT model will contribute to providing a more holistic view of business’ impact on 
society, making this latter hopefully fairer.
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Appendix: 
Health Utility of Taxes (HUT) 
per country

Country
Name

A Africa 2.69E-06

Albania 1.77E-05

Algeria 7.89E-06

Arab Countries 9.12E-06

Argentina 4.08E-05

Armenia 3.83E-06

Asia 9.41E-06

Australia 2.67E-05

Austria 3.62E-05

Azerbaijan 1.77E-06

B Bahrain 6.98E-06

Bangladesh 5.91E-06

Barbados 3.41E-05

Belarus 6.77E-06

Belgium 3.06E-05

Belize 1.74E-05

Benin 1.53E-06

Bhutan 6.13E-06

Bolivia 7.30E-06

Botswana 5.36E-06

Brazil 1.33E-05

Brunei Darussalam 2.96E-06

Bulgaria 7.48E-06

Burkina Faso 9.16E-07

Burundi 1.21E-06

HUT factors (DALY / USD, 2020)

Table 5

HUT factors 
(DALY /  USD, 2020)

C Cambodia 9.53E-06

Cameroon 5.12E-07

Canada 3.42E-05

Central African Republic 0.00E+00

Chad 0.00E+00

Chile 2.28E-05

China 3.60E-06

Colombia 1.78E-05

Comoros 2.34E-06

Congo, Dem. Rep. 3.39E-06

Congo, Rep. 1.13E-06

Costa Rica 3.26E-05

Cote d'Ivoire 3.78E-08

Croatia 2.57E-05

Cyprus 2.33E-05

Czech Republic 1.65E-05

D Denmark 2.57E-05

Dominican Republic 1.34E-05

E Ecuador 5.10E-06

Egypt, Arab Rep. 6.30E-06

El Salvador 2.27E-05

Eritrea 3.95E-07

Estonia 1.43E-05

Eswatini 1.04E-06

Europe 2.30E-05
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F Finland 2.91E-05

France 4.65E-05

G Gabon 2.83E-06

Gambia, The 1.39E-06

Georgia 3.46E-06

Germany 4.34E-05

Ghana 1.90E-06

Greece 5.39E-05

Guatemala 1.54E-05

Guinea 7.91E-07

Guinea-Bissau 8.16E-07

Guyana 3.78E-06

H Honduras 1.85E-05

Hungary 1.39E-05

I Iceland 2.14E-05

India 1.98E-06

Indonesia 2.27E-06

Iran, Islamic Rep. 4.49E-06

Ireland 1.64E-05

Israel 2.43E-05

Italy 4.27E-05

J Jamaica 2.15E-05

Japan 8.59E-05

Jordan 9.54E-06

K Kazakhstan 4.14E-06

Kenya 2.50E-06

Korea, Rep. 2.13E-05

Kuwait 3.24E-06

Kyrgyz Republic 2.52E-06

L Lao PDR 4.03E-06

Latvia 7.99E-06

Lebanon 2.37E-05

Libya 5.62E-06

Lithuania 1.16E-05

Luxembourg 1.60E-05

M Madagascar 2.54E-06

Malawi 2.61E-06

Malaysia 7.06E-06

Mali 4.65E-07

Malta 2.59E-05

Mauritania 4.18E-07

Mauritius 7.88E-06

Mexico 2.26E-05

Moldova 3.51E-06

Mongolia 4.62E-06

Morocco 4.24E-06

Mozambique 3.88E-06

N Namibia 4.63E-06

Nepal 1.84E-06

Netherlands 2.56E-05

New Zealand 2.91E-05

Nicaragua 2.02E-05

Niger 8.42E-07

Nigeria 0.00E+00

North Macedonia 1.57E-05

Norway 2.05E-05

O Oman 4.99E-06

P Pakistan 2.91E-06

Panama 3.08E-05

Papua New Guinea 3.50E-06

Paraguay 9.69E-06

Peru 1.51E-05

Philippines 5.71E-06

Poland 1.52E-05

Portugal 3.79E-05

Puerto Rico 0.00E+00

Q Qatar 1.20E-06

R Romania 9.33E-06

Russian Federation 7.58E-06

Rwanda 1.80E-06
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S Saudi Arabia 3.60E-06

Senegal 3.64E-06

Serbia 5.90E-06

Seychelles 6.07E-06

Singapore 6.28E-06

Slovak Republic 1.26E-05

Slovenia 3.23E-05

Solomon Islands 2.11E-05

South Africa 3.37E-06

Spain 3.96E-05

Sri Lanka 1.05E-05

Sudan 2.68E-06

Sweden 2.83E-05

Switzerland 1.76E-05

T Tajikistan 2.19E-06

Tanzania 2.65E-06

Thailand 6.89E-06

Togo 4.40E-07

Tonga 9.52E-06

Tunisia 1.21E-05

Turkey 2.06E-05

Turkmenistan 4.82E-06

U Uganda 1.95E-06

Ukraine 2.93E-06

United Kingdom 4.30E-05

United States 1.98E-05

Uruguay 3.91E-05

Uzbekistan 4.69E-06

V Vanuatu 1.09E-05

Venezuela, RB 1.86E-05

Vietnam 1.01E-05

Z Zimbabwe 0.00E+00




