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"We have the highest (corporate tax rates) in the world right now."

Pat Toomey on Sunday, January 2nd, 2011 in an interview on NBC's "Meet the Press"

* * *

THE RULING: MOSTLY TRUE

On the Jan. 2, 2011, edition of NBC's Meet the Press, Sen.-elect Pat Toomey, R-Pa., cited a striking statistic in 
urging the United States to lower its corporate tax rates. 

Asked by host David Gregory about possible areas where President Barack Obama and congressional 
Republicans can work together, Toomey suggested several areas, including taxes.

"I think tax policy is a possible area, one with plenty of landmines but plenty of opportunities," Toomey said. 
"Simplify the code, lower rates. We should be lowering corporate tax rates because we have the highest in the 
world right now."

We wondered whether the U.S. really has the highest corporate tax rates in the world.

Using the most straightforward definition of "corporate tax rates," Toomey is right. The Organization for Economic 
Cooperation and Development, a group of 32 large, industrialized democracies, ranks the "combined corporate 
income tax rate" in its member nations. That means the highest tax bracket for general corporate income, 
excluding taxes levied on specific products or services.

For 2010, the U.S ranks second to Japan by a fraction of a percentage point -- 39.54 percent for Japan to 39.21 
percent for the U.S. But that figure is already outdated: Japan has recently moved to cut its rate for 2011 by 5 
percentage points, leaving the U.S. with the highest corporate tax rate among OECD nations.

But before we declare Toomey's statement True, let's dig a little deeper.

The OECD rate is the "statutory" rate -- that is, the top corporate tax rate on the books. But many companies pay 
considerably less than that, due to deductions and other exclusions. Adjusting for these factors produces a 
statistic called the "effective tax rate."
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The World Bank has assembled data from 183 nations and made a series of statistical adjustments to produce a 
full international comparison of effective tax rates. By this measurement, the U.S. rate is considerably lower than 
the published rate -- 27.6 percent. But in a comparative sense, that's still pretty high: Among larger international 
economies, only Japan, New Zealand and Thailand produced a higher effective rate in the World Bank study. And 
Japan's number should fall by the time next year's study comes out.

The World Bank also produces another -- and broader -- statistic. This measure factors in not only the corporate 
profit tax but also a range of other taxes paid by businesses, including the cost of employee taxes borne by the 
employer. When the World Bank ranked countries from the lowest level of taxes to the highest, the U.S. ranked 
124th out of 183 -- meaning corporate taxes were relatively high. A number of other large and/or democratic 
countries were higher, including Austria, Belgium, Brazil, China, France, Hungary, India, Italy, Spain and Sweden.

This last measure provides a wider snapshot of U.S. tax policy toward businesses, but it also introduces some 
complications. Factoring in the employer-paid portion of labor taxes makes the corporate tax rate seem higher in 
countries that provide higher benefits such as pensions or health care through business taxes, while making the 
rate seem lower for countries that provide less generous benefits through the tax code. So making apples-to-
apples comparisons can be tricky.

There's also broader context that Toomey doesn't get into. In a previous item, we noted that when all taxes, 
including those such as personal income taxes and property taxes -- not just corporate taxes -- are taken into 
account and compared to gross domestic product, the U.S. doesn't rank near the top of the OECD table in total 
tax burden.

Still, if you rate Toomey on his specific wording by looking at "corporate tax rates," he's right that the U.S. does 
now have the highest corporate tax rates on the books, at least among the biggest industrialized democracies, 
which is most economists' typical yardstick. So we rate his statement Mostly True.

* * *
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