Funding the Future

Increasing the corporation tax rate for the UK's larges...

Published: January 13, 2026, 5:57 am

| have this morning published the next in my series of proposals that will make up the
Taxing Wealth Report 2024,

In this latest note, | suggest that the rate of small company tax in the UK should be
aligned with the basic rate of income tax, increasing it from 19 per cent to 20 per cent
as a result.

More significantly, | also propose that the differential of ten per cent between the
corporation tax rate paid by smaller and larger companies should be restored,
increasing the rate on those larger companies from 25 per cent at present to 30 per
cent.

The total tax raised might be £7 billion a year with the incidence falling almost entirely
on the shareholders of those larger companies, who will be amongst the wealthier
people in the UK.

The

Taxing Wealth Report
2024

The summary of this note says:
Brief Summary

This note suggests that:
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https://www.taxresearch.org.uk/Blog/2023/09/25/increasing-the-corporation-tax-rate-for-the-uks-largest-companies-could-raise-7-billion-a-year-in-tax/
https://taxingwealth.uk/
https://www.taxresearch.org.uk/Blog/wp-content/uploads/2023/09/Large-and-small-company-corporation-tax-rates-published.pdf
https://www.taxresearch.org.uk/Blog/wp-content/uploads/2023/09/Large-and-small-company-corporation-tax-rates-published.pdf

* The rate of corporation tax payable by smaller companies in the UK should be aligned
with the basic rate of income tax, which is 20 per cent at present. This would increase
their current tax rate by 1 per cent.

* That larger companies in the UK should pay corporation tax at a rate 10 per cent

higher than smaller companies because:
* They have higher rates of profitability than their smaller rivals, usually because of

their ability to extract monopoly profits from consumers because of their market
strength.

* They have lower costs of capital than smaller companies because they tend to be
able to borrow more at lower cost than smaller companies, which ability also allows
them to invest more than their smaller rivals which in turn tends to reduce the tax rates
that they might otherwise pay.

* The cost of proper tax compliance is proportionately higher for smaller companies
than larger ones, meaning that they should enjoy at least one lower tax rate as a result
to compensate them for this.

* Smaller companies need to retain more of their profits than their larger rivals if they
are to invest, and the rate of return on investment by smaller companies tends to be
high for the benefit of the UK economy as a whole.

* Larger companies are larger polluters and pose a greater threat to biodiversity than
smaller companies and so should pay more corporation tax as a result when there is at
present no other tax to reflect this fact.

* There would be only limited behavioural responses to this proposal because it only
applies to UK-generated profits and it is increasingly difficult to relocate profits to other
countries or tax havens for taxation purposes.

* As a consequence, it is likely that this proposal might raise an additional £6 billion
per annum from large companies and more than £1 billion from smaller companies,
providing total additional revenues of £7 billion per annum as a result.

Discussion

The tax rates paid by large and small companies in the UK have varied significantly
over time, as this chart notes:
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What is apparent is that the tax rates used for these two classes of company varied by
a differential of around 10 per cent in all years except those before 1973 and between
2015 and 2022, when the tax rates paid by all companies were the same.

The actual sums paid by company in each class has always varied widely, as this table
shows:

Multiple:
large to
Number of Total tax paid Average tax small
large by large paid by each  Numberof Total tax paild Average tax company tax
eompanies companies large company SMEs by SMEs pald per SME  payments
Number £'million £E'million MNumber £'million £ Ratio
2015-16 18,911 20,960 1,108 1,293,848 20,843 16,109 £8.80
201617 18,982 26,032 1.371 1,384,777 22,435 16,201 B4.65
2017-18 19,574 29,396 1,502 1,434,347 22,561 15,729 9547
201819 19,147 28,733 1.501 1,453,288 22,866 15,734 95.38
H019-20 17,888 28,678 1,603 1,512 888 23154 15,305 10477
H20-1 18,432 25,552 1.384 1,461 446 23,365 15,987 861

For the reasons noted in the summary above, it is suggested that there is good reason
for the differential in the tax rates between large and smaller companies to be restored.

Cumulative value of recommendations made

The recommendations nhow made as part of the Taxing Wealth Report 2024
would, taking this latest proposal into account, raise total additional tax
revenues of approximately £83.3 billion per annum.
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