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 Advancing American Freedom Foundation is a nonprofit institution that 
promotes and defends policies that elevate traditional American values. 

TAXES AND ECONOMIC GROWTH 

TOPLINE: High taxes impede economic growth. The 2017 Tax Cuts and Jobs Act and 
the One Big Beautiful Bill promote faster economic growth in the U.S. by cutting taxes 
and reducing the growth of government spending. 

  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

CAVEATS: Differences in regulations, demographics, geopolitical events, spending, 
and deficits can all affect growth. Furthermore, countries that adopt low tax rates are 
more likely to adopt other pro-growth policies, meaning the chart above shouldn’t be 
viewed as showing a causal relationship. But it’s also worth noting that combined 
statutory income tax rates only explain part of the burden of taxes, and, statistically, a 
more comprehensive measure of tax burden would likely strengthen the negative 
correlation between taxes and growth. 

Compared to the Rest of the OECD, the U.S. has Grown More Quickly Since TCJA 

• Before TCJA, the U.S. real GDP growth rate was below the average growth rate 
of the 38 OECD countries in 13 of the previous 18 years.  

• Since TCJA (through 2024), the U.S. real GDP annual growth rate has been an 
average of about 0.5% higher than the average of all other OECD countries. 

High Tax, Slow Growth 
• 20 of the 23 OECD 

countries with above 
average combined 
income tax rates 
from 2000 to 2024 
averaged less than 
2% growth in Real 
GDP per capita in 
that period. 

• Only 4 of 15 OECD 
countries with below 
average tax rates 
averaged less than 
2% growth. 

 
Note: Combined 
income tax rate refers 
to tax rate on dividends 
(corporate and investor 
level), plus the top 
personal income tax 
rate. 

0%

1%

2%

3%

4%

5%

-40% -20% 0% 20% 40%

A
vg

.  
A

nn
u

al
 G

ro
w

th
 R

ea
l G

D
P

 P
e

r 
C

ap
ita

 (2
0

0
0

-2
4)

Avg. Combined Income Tax Rates vs OECD (2000-24)

Per-Capita Growth is Lower in High-Tax 
Countries

Source: Author's calculations based on OECD country data (data-explorer.oecd.org).
Notes:  The chart shows the difference between countries' combined income tax rates 
and the OECD average for the 2000-2024 period. Combined Income Tax Rate is the sum 
of a country's top tax rate on dividend income (for corporations and shareholders) and 
the top personal income tax rate. 
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https://data-explorer.oecd.org/vis?fs%5b0%5d=Topic%2C1%7CEconomy%23ECO%23%7CNational%20accounts%23ECO_NAD%23&fs%5b1%5d=Topic%2C3%7CEconomy%23ECO%23%7CNational%20accounts%23ECO_NAD%23%7CGDP%20and%20non-financial%20accounts%23ECO_NAD_GNF%23%7CGDP%20and%20components%23ECO_NAD_GNF_GDP%23&pg=0&fc=Reference%20area&snb=21&vw=tb&df%5bds%5d=dsDisseminateFinalDMZ&df%5bid%5d=DSD_NAMAIN1%40DF_QNA_EXPENDITURE_GROWTH_OECD&df%5bag%5d=OECD.SDD.NAD&df%5bvs%5d=1.1&dq=A..AUS%2BAUT%2BBEL%2BCAN%2BCHE%2BCHL%2BCOL%2BCRI%2BCZE%2BDEU%2BDNK%2BESP%2BFIN%2BEST%2BFRA%2BGBR%2BGRC%2BHUN%2BISL%2BLTU%2BIRL%2BISR%2BITA%2BJPN%2BKOR%2BLUX%2BLVA%2BMEX%2BNLD%2BNOR%2BNZL%2BPOL%2BPRT%2BSVK%2BSVN%2BSWE%2BTUR%2BUSA%2BOECD%2BG20%2BG7%2BUSMCA%2BOECDE%2BEA20%2BEU27_2020.S1..B1GQ......G1.&to%5bTIME_PERIOD%5d=false&pd=2000%2C2024
https://data-explorer.oecd.org/vis?fs%5b0%5d=Topic%2C0%7CTaxation%23TAX%23&fs%5b1%5d=Topic%2C1%7CTaxation%23TAX%23%7CCorporate%20tax%23TAX_CPT%23&pg=0&fc=Topic&snb=16&df%5bds%5d=dsDisseminateFinalDMZ&df%5bid%5d=DSD_TAX_CIT%40DF_CIT_DIVD_INCOME&df%5bag%5d=OECD.CTP.TPS&dq=.A......&lom=LASTNPERIODS&lo=1&to%5bTIME_PERIOD%5d=false
https://data-explorer.oecd.org/vis?fs%5b0%5d=Topic%2C1%7CTaxation%23TAX%23%7CPersonal%20and%20property%20tax%23TAX_PPT%23&pg=0&fc=Topic&bp=true&snb=4&df%5bds%5d=dsDisseminateFinalDMZ&df%5bid%5d=DSD_TAX_PIT%40DF_PIT_TOP_EARN_THRESH&df%5bag%5d=OECD.CTP.TPS&df%5bvs%5d=1.0&dq=.A....S13......&lom=LASTNPERIODS&lo=1&to%5bTIME_PERIOD%5d=false

