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•          

•          

•          

•          

–               A permanent cut in the US corporate tax rate from 35 per cent to 20 per cent would have a 
negative impact on Australia’s ability to attract foreign investment, and would add weight to the 
case for a more competitive company tax rate in Australia.   
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US tax plan

• US corporate tax cut ‐ 35 to 20 per cent
• Expected to negate benefits of Australia’s current 
policy settings

• Two distinct impacts:
• More of the world’s capital would flow into the 
United States reducing domestic investment, 
labour productivity and incomes in other 
countries

• The returns to the owners of capital, including 
Australians will rise slightly, with the consequent 
increase in national incomes.
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US TAX REFORM 

TOP LINES: 

• US tax reform will significantly reduce the tax burden for US companies, 
attracting additional investment to the US and  reducing Australia’s relative 
competitivenessability to in attracting foreign investment.   

• That is why Australia should legislate the company tax cuts under the 
Government’s Enterprise Tax Plan.  Without action, by 2020 Australia’s 
company tax rate will be the second highest in the OECD (after Germany).   
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• The reforms will significantly reduce the tax burden for US companies, attracting additional investment to 
the US and reducing Australia’s ability to attract foreign investment.  

• The impact of US tax reform on Australia will also depend on the global response.  

– If other major economies were to cut their tax rates in response, and Australia kept its corporate tax rate the same, 
this would increase the potential negative effect on investment in Australia. 

• The negative investment impact is expected to more than offset any trade boost the rest of the world, 
including Australia, may receive from increased demand from the US.  

• Following the US tax reform – and policy announcements in Belgium and France – Australia’s company tax 
rate of 30 per cent will be the second highest in the OECD by 2020 (after Germany). 
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