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by Gabriel Zucman, Journal of Economic Perspectives, 2014

This Appendix presents additional discussion of the computations made for this article.
The Appendix is supplemented by an online Excel file containing all the raw data used
and detailing each step of the computations.

Corporate tax rates as a fraction of total capital taxes

For the European Union, the key source is the yearly Eurostat publication, “Taxation
Trends in the European Union”.

[ report data from for year 2012 (the latest year available) as printed in the 2014 edition
of taxation trends. Unless otherwise notes, the figures below are EU-28 weighted

averages:

Total tax revenue / GDP = 39.4%

Consumption taxes / GDP = 11.2% (= about 30% of total taxes)

Labour taxes / GDP = 20.1% (= about half of total taxes = about 70% of non-
consumption tax revenue)

Capital taxes/ GDP = 8.2% (= about 20% of total taxes = about 30% of non-
consumption tax revenue)

Implicit tax rate on labour = 36.1%

Implicit tax rate on capital = 33.4% (arithmetic average of Germany, UK, France,
Italy, Spain. NB: smaller States tend to have lower capital tax rates so EU-wide
average would be lower).

Capital taxes = corporate income tax (2.6% of GDP = about 1/3 of capital taxes) +
households & self-employed capital income taxes (2.9% of GDP = about 1/3 of
capital taxes) + wealth taxes: property, estates... (2.8% of GDP = about 1/3 of
capital taxes)

Corporate income tax revenue / total tax revenue = 2.6 / 39.4 = 6.6%

For the US I use a variety of sources.

First, the OECD data for year 2012 are as follows:

Total tax revenue / GDP = 24.3%

Consumption taxes/ GDP = 4.4% (= about 18% of total taxes)

Corporate income taxes / GDP = 2.6% (just like in Europe), but actually 2.1% only
once one Fed profits are removed, see below.

Property and other wealth taxes / GDP = 3.0% (of which property taxes (OECD
code 4100) 2.8% + estate, inheritance, gift: 0.2%)

Households capital income tax / GDP = about 2.5% (i.e., individual income tax =
8.5% of GDP, and I assume that 30% is attributable to capital. In practice it is not
easy to obtain an exact figure for the capital share of individual income tax rates,
but since on aggregate the share of capital in national income is about 30%, it’s
reasonable starting point).


http://ec.europa.eu/taxation_customs/taxation/gen_info/economic_analysis/tax_structures/index_en.htm
http://ec.europa.eu/taxation_customs/taxation/gen_info/economic_analysis/tax_structures/index_en.htm
http://stats.oecd.org/Index.aspx?DataSetCode=REV

- Capital tax revenue = 2.6 + 3 + 2.5 = 8.1% of GDP (just like in Europe) = about 1/3
of total tax revenue (= equivalently 7.6 / 23.8 when Fed profits removed)

Then I've checked this information with various domestic sources. US GDP 2012 (as per
BEA’s NIPA, August 2014) = 16.2tr. So property taxes = 2.8% of 16.2tr = about 455bn,
which is in line with Census data.

However, the 2.6% of GDP that the OECD reports in corporate tax (= 425bn) is higher
than the 335bn paid to the Federal government (about 285bn on a calendar year basis,
as implied by NIPA Table 7.16) and to the States (50bn) probably because it includes the
$90bn of Federal Reserve Bank payments (which are oddly enough treated as corporate
taxes in the NIPAs, see NIPA Table 7.16). In this paper I always remove Fed profits from
corporate profits (and taxes).

The bottom line is that in the US capital taxes account for 1/3 of total taxes rather than
20% in Europe because of the smaller role of consumption taxes. But then in both
Europe and the US, capital taxes can roughly be split in 3 equal parts = corporate tax
(1/3) + property (and wealth) taxes (1/3) + personal capital income taxes (1/3). If
anything the corporate tax plays a smaller role in the U.S. (30-40-40 rather than 1/3-
1/3-1/3).

NB: The first draft of the paper (May 2014) reported that corporate tax revenues
account for 60% of corporate taxes. I used the Piketty-Zucman 2014 computations of
labor and capital tax rates (Table US.13, FR. 13 etc.). In these computations, property
taxes are not capital taxes, but “production taxes” (like VAT), because this is how they
are recorded in the national accounts (e.g., the property tax is a tax on the production of
housing services). Since property taxes are typically as big at the corporate tax, this
makes a sizable difference. Conceptually, whether the property tax is closer to a factor
income tax or to a production tax like VAT is not entirely clear (e.g., this depends on the
extent to which it’s shifted to prices or borne by property-owners). But it's more
common in the literature to treat property taxes as capital taxes (e.g., that is what
Mendoza, Razin and Tesar, 1994, p. 305 do) and in the end it is more meaningful to do
the same here.

The share of profits made abroad in US corporate profits (Figure 1)

I follow the national accounts conventions that (i) foreign profits included in national
income are net of foreign corporate taxes paid; (ii) profits from corporations in which
the US has a stake of 10% or less are included in national income only to the extent that
they are distributed (= portfolio investment), not if they are retained. In both cases,
these conventions imply that the share of profits made abroad is actually a bit higher
than reported in Figure 1.

It could be interesting to compute the share of (net-of- taxes) foreign profits in (net-of-
taxes) corporate profits, but in this paper I keep (pre-domestic taxes) corporate profits
as a denominator so as to be able to compare all the figures to (pre-tax) national income.


https://www.census.gov/govs/qtax/
http://www.sas.upenn.edu/~egme/pp/JME1994.pdf

The share of tax havens in U.S. corporate profits made abroad (Figures 2-3)

Technically we only know the country allocation of foreign profits for direct investment
(74% of all foreign corporate profits in 2012, and more than 80% prior to 2007), not for
portfolio investment. End of 2012 TIC / CPIS data on portfolio assets show that 30% of
foreign corporate equities held by the US are from the Caymans, Bermuda, the British
Virgin Islands, Luxembourg, Ireland, Switzerland, Singapore and Hong Kong, less than
the share of USDIA assets in these tax havens (47%). To simplify matters, I disregard
this issue, i.e., assume that the share of Pl income from tax havens is 54% in 2012 just
like for DI income. Since portfolio investment income is only 15-25% of total foreign
corporate profits, the error here is small. For instance, assuming that only 40% of
portfolio investment income comes from tax havens, then the share of tax havens in US
corporate profits made abroad in 2012 would be 54% x 74% + 40% x 26% = 50%
instead of the 54% figure [ report, and the gap would be lower prior to 2007. Note on
the other hand that I only consider the top havens throughout the paper, disregarding in
particular Puerto Rico, where apparently 5% of US foreign profits are booked. So in the
end the 54% I report in Figure 2 may, if anything, be slightly on the low-end.

Supplementary Figures:

Supplementary Figure S.1.

The share of U.S. corporate profits in national income
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Carporate profits (net of interest paymenlts) are rising as a share of national income, despite the fact thal a growing fraction of US activitiy has been originating from the non-corporale
seclor (partnerships in particular) since the 1980s. This is due both 1o the rise of the corparale capital share and the fall of interest rales. Source: author's compulations using BEA data.



