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RESEARCH NOTE 12 

BUDGET 2007: TAX CUTS ABROAD IN 

STARK CONTRAST TO BROWN’S RECORD  
 
Ahead of Gordon Brown’s latest Budget, the TaxPayers' Alliance is releasing 
details of 13 countries abroad that have reduced taxes in the past year and 
24 countries that have reduced taxes in the past two years.1  A majority of 
advanced economies have also reduced taxes since 2000, while the number 
of countries with low flat taxes is growing.  
 
These details are yet more evidence that, under Gordon Brown, Britain’s 
economic competitiveness has slipped further and further behind.  With 
Germany set to cut its corporation tax rate to below Britain’s main rate in 
January next year, now is the time for the Chancellor to take decisive action 
to reduce the record burden of tax on British families and businesses.  
 

Full details of tax reductions abroad in the last YEAR 
 

Country  Tax Reductions (2005-2006)  

Australia The top two income tax rates were reduced from 47 and 42 per cent to 45 and 40 per cent, 
while the top rate threshold was increased from A$95,000 to A$150,000 

Canada  The top federal rate for dividends was reduced from 19.58 per cent to 14.55 per cent, while 
the federal goods and services tax was reduced from 7 per cent to 6 per cent 

Czech 
Republic 

The main corporation tax rate was reduced from 26 per cent to 24 per cent  

Denmark  The main corporation tax rate was reduced from 28 per cent to 22 per cent in January 2007  

Estonia  The flat income tax rate was reduced from 23 per cent to 22 per cent in January 2007 with 
a target rate of 20 per cent to be reached in 2009 

Greece  The main corporation tax rate was reduced from 32 per cent to 25 per cent in January 2007  

Latvia  The flat income tax rate is being reduced from 25 per cent currently to 15 per cent in 2009 

Lithuania  The flat income tax rate was reduced from 33 per cent to 27 per cent 

Luxembourg  The withholding tax on dividends was reduced from 20 per cent to 15 per cent, while the 
main rate of corporation tax fell from 30.38 per cent to 29.63 per cent 

Mexico The top income tax rate was reduced from 29 per cent to 28 per cent 

Netherlands The main rate of corporation tax was reduced from 29.6 per cent to 25.5 per cent in 
January 2007 

Serbia The flat income tax rate was reduced from 14 per cent to 12 per cent 

Spain The main corporation tax rate will fall from 32.5 per cent to 30 per cent in Jan 2008 

                                                 
1 Data for the two tables and appendix map sourced from: OECD Tax Database, March 2006; KPMG 
Corporate Tax Rate Survey 1993-2006, October 2006; Tax Misery and Reform Index, Forbes, May 
2006; Worldwide tax summaries, PricewaterhouseCoopers www.pwcglobal.com  



 

1 Warwick Row, London SW1E 5ER � 0845 330 9554 � www.taxpayersalliance.com 2 

Full details of tax reductions abroad in the last TWO YEARS 
 
Country  Tax Reductions (2004-2006)  

Australia The top two income tax rates were reduced from 47 and 42 per cent in 2004-05 to 45 
and 40 per cent in 2006-07, while the top rate threshold was increased from A$70,000 
to A$150,000 

Austria  The main corporation tax rate was reduced from 34 per cent in 2004 to 25 per cent in 
2005  

Canada  Between 2005 and 2006, the top federal rate for dividends was reduced from 19.58 per 
cent to 14.55 per cent, while the federal goods and services tax was reduced from 7 per 
cent to 6 per cent 

Czech 
Republic  

The main corporation tax rate was reduced from 28 per cent in 2004 to 24 per cent in 
2006 

Denmark  The main corporate tax rate was reduced from 30 per cent in 2004 to 22 per cent in 
January 2007 

Estonia  The flat income tax rate was reduced from 23 per cent to 22 per cent in January 2007, 
with a target rate of 20 per cent to be reached in 2009 

Finland  The main corporation tax rate was reduced from 29 per cent in 2004 to 26 per cent in 
2005, while the top rate of income tax fell from 52.1 per cent in 2004 to 50 per cent in 
2006 

France  The top marginal income tax rate fell from 55.7 per cent in 2004 to 51 per cent in 2006  

Germany  The top marginal income tax rate fell from 47.5 per cent in 2004 to 45 per cent in 2006  

Greece The main corporation tax rate was reduced from 35 per cent in 2004 to 25 per cent in 
January 2007  

Hungary  The top marginal income tax rate fell from 38 per cent in 2004 to 36 per cent in 2006  

Italy  The top marginal income tax rate fell from 46.1 per cent in 2004 to 45 per cent in 2006 

Japan The main corporation tax rate was reduced from 42 per cent in 2004 to 40.69 per cent in 
2005 

Korea  The main corporation tax rate was reduced from 29.7 per cent in 2004 to 27.5 per cent 
in 2005 

Latvia  The flat income tax rate is being reduced from 25 per cent currently to 15 per cent in 
2009 

Lithuania  Between 2005 and 2006, the flat income tax rate was reduced from 33 per cent to 27 
per cent  

Luxembourg  The withholding tax on dividends fell from 20 per cent to 15 per cent, while the main 
rate of corporation tax fell from 30.38 per cent in 2005 to 29.63 per cent in 2006 

Mexico  The main rate of corporation tax was reduced from 33 per cent in 2004 to 29 per cent in 
2006, while the top marginal income tax rate was reduced from 33 per cent in 2004 to 
28 per cent in 2007 

Netherlands The main rate of corporation tax was reduced from 31.5 per cent in 2005 to 25.5 per 
cent in January 2007 

Norway The top marginal income tax rate was reduced from 47.5 per cent in 2004 to 43.5 per 
cent in 2005  

Serbia The flat income tax rate was reduced from 14 per cent in 2005 to 12 per cent in 2006 

Switzerland  The top marginal personal income tax rate was reduced from 42.1 per cent in 2004 to 
40 per cent in 2005 

Turkey  The top marginal income tax rate was reduced from 40.6 per cent in 2004 to 35.6 per 
cent in 2006  

Spain The main corporation tax rate will fall from 32.5 per cent to 30 per cent in Jan 2008 



 

1 Warwick Row, London SW1E 5ER � 0845 330 9554 � www.taxpayersalliance.com 3 

 

Brown’s legacy – falling competitiveness  
 
1.  In 1997, the OECD average corporation tax rate was 36 per cent, while the EU 
average was 37.2 per cent.  Britain’s corporation tax rate was 31 per cent.  Now, 
the OECD average corporation tax rate is 28.7 per cent, the EU average is 25.8 
per cent, and Britain’s is 30 per cent.2  In 1997, there were 19 OECD countries 
with a higher corporation tax rate than the UK.  This year there are only 9 OECD 
countries with a higher rate than Britain’s.3  
 
2. Regulations introduced since 1998 have come at a cumulative cost of £55.6 
billion, while the annual recurring cost of these new regulations has increased 
from £8.7 billion in 2005 to £10.3 billion in 2006.4   
 
3.  Since 1997, Britain has fallen from 7th to 10th in the World Economic Forum’s 
ranking and from 9th to 21st in the Institute of Management and Development’s 
index.5  
 
4.  22 per cent of companies have already relocated one or more activities abroad, 
with a further 17 per cent considering relocation for the first time.6  The major 
business organisations, such as the CBI, have expressed concern that companies 
will leave Britain’s shores due to high taxes.  One in five people know of someone 
whose job has been affected by companies moving abroad.7 
 
5.  14 per cent of “high net worth” individuals, people with investable assets of 
over £100,000, are now so unhappy with British life and excessive taxes that they 
plan to move permanently abroad during the next ten years.8   
 
6.  Government receipts as a share of GDP have risen from 39.5 per cent in 1997 
to 42.7 per cent in 2007.  This is the 5th highest rise in the tax burden in the OECD 
over this period.9  
 
7.  Taxes have gone up so much because, after initial spending restraint from 
Gordon Brown, government spending as a share of GDP has risen from 37.5 per 
cent in 2000 to 45.3 per cent in 2007.  This rise of 7.8 percentage points is by far 
the highest rise in the OECD over this period.10  

                                                 
2 KPMG Corporate Tax Rate Survey 1993-2006, October 2006 
3 KPMG Corporate Tax Rate Survey 1993-2006, October 2006 
4 Burdens Barometer, British Chambers of Commerce, February 2007 
5 Global Competitiveness Report, World Economic Forum, 1997 and 2006; World Competitiveness Yearbook, 
Institute of Management and Development, 1997 and 2006 
6 MORI survey for the CBI, November 2006 
7 ICM Direct poll for the TaxPayers' Alliance, August 2006 
8 Survey conducted by Ledbury Research on behalf of Barclays Bank and the Economist Intelligence Unit, 
reported in the Sunday Times, 4 March 2007 
9 Annex Table 26, OECD Economic Outlook No. 80, December 2006 
10 Annex Table 25, OECD Economic Outlook No. 80, December 2006 
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Comment from the TaxPayers’ Alliance 
 
Corin Taylor, Head of Research at the TaxPayers’ Alliance, said:  
 

“Countries around the world have woken up to the need to reduce taxes to 
keep their economies competitive.  By contrast, Gordon Brown seems to be 
living in a vacuum.  Britain’s economy will suffer and more jobs will go 
overseas unless the Chancellor puts the brakes on government spending 
and brings tax rates down.”  

 
 

 
For any enquiries, please contact: 

 
Corin Taylor 

Head of Research, The TaxPayers’ Alliance 
corin.taylor@taxpayersalliance.com 

07866 141 110 
 

Interested in supporting the TaxPayers’ Alliance? 
http://www.taxpayersalliance.com/support/register_support.php# 
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Tax reductions in Europe in the last two years

Cuts in tax rates since 2004

Other flat tax countries

Little or no change/tax increases

APPENDIX  

TAX REFORM MAP OF EUROPE 
 
 
 


