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I get bored hearing of the supposed Laffer effect in UK corporation tax receipts. The
argument is that because the UK corporation tax rate for large companies has fallen tax
take has increased.

For the record, this is the data on corporation tax yield since 2000:

I should probably have adjusted for inflation: if I had the 2000 receipts would have been
£35.5 billion and the whole chart would be somewhat flatter. But there would still have
been an increase. But you'd expect that. This is the increase in the number of
companies over the same period:

The number of companies has well over doubled.

And that means that the yield per company has fallen dramatically (my calculation
based on this data):

Adjust that for inflation and in current terms the 2000 yield would be about £23,000. In
other words, yield per company has fallen by almost half.  But the tax rate has only
fallen for a minority of companies  (less than 10%) and then by only 37%. So in fact, the
fall in yield per company is greater than the cut in the tax rate, by some way.

So much for the Laffer argument that a fall in rates increases tax yield. In the case of
UK corporation tax when adjusted for the number of tax payers and inflation it very
clearly does not. The cut in rate has actually delivered an adjusted yield decline larger
than the fall in the tax rate. Those suggesting otherwise are talking nonsense.

NB: There has been quite a lot of the usual tedious neoliberal nitpicking nonsense
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https://www.taxresearch.org.uk/Blog/2017/07/25/there-is-no-laffer-effect-in-uk-corporation-tax/
https://en.wikipedia.org/wiki/Laffer_curve
https://www.gov.uk/government/statistics/hmrc-tax-and-nics-receipts-for-the-uk
https://www.gov.uk/government/statistics/companies-register-activities-statistical-release-20162017
https://www.gov.uk/government/statistics/companies-register-activities-statistical-release-20162017


posted in response to this blog. I have tolerated that until 20.00 on 25.7.17 but I think
there's been more than enough now and any more will just be deleted
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