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Table 2: The negative impact of taxation on economic growth
Study Coverage GDP impact
Cashin (1995) 23 OECD countries over the 1% point of GDP increase in

tax to GDP ratio lowers output
per worker by 2%.

Engen & Skinner (1996)

US modelling together with a
sample of OECD countries.

2.5% point increase in tax to
GDP ratio reduces GDP
growth by 0.2% to 0.3%.

OECD - Leibfritz, Thornton &
Bibbee (1997)

OECD countries over the 1965-
1995 period.

10% point increase in tax to
GDP ratio reduces GDP

crowth by 0.5% to 1%.

OECD (1997) additional model
simulations

European Commission Quest
2 - model simulations.

1% of GDP rise in labour taxes
reduces UK GDP by 2.4% -
versus baseline level.

Bleaney, Gemmell & Kneller
(2000)

17 OECD countries over the
1970-1994 period.

1% point of GDP increase in
distortionary tax revenue
reduces GDP growth by 0.4%
points.

Folster & Henrekson (2000)

Sample of rich OECD/non-
OQECD countries over the 1970-
1995 period.

10% point increase in tax to
GDP ratio reduces GDP
growth by 1%.

Bassanini & Scarpetta (2001)

21 OECD countries over the
1971-1998 period.

1% point increase in tax/GDP
ratio reduces per capita output
levels by 0.3% to 0.6%.

PricewaterhouseCoopers
(2003)

18 OECD countries over the
1970-1999 period.

1% of GDP rise in
distortionary taxation reduces
GDP growth by 0.2% to 0.4%.
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