March 6, 2003

If It’s Good Enough for Greece…

Dear Colleague,

Nearly all industrialized nations allow full or partial relief of dividend double taxation and thus have much lower dividend tax rates than does the United States.  In fact, the Organization for Economic Cooperation and Development (OECD) reports that the U.S. has the second-highest dividend tax rate in the 30-nation OECD*.  Only Japan has a higher rate.  

High dividend tax rates reduce economic growth by:

· Discouraging savings and investment;

· Encouraging the excessive retention of corporate earnings; and

· Encouraging people to find creative ways of avoiding taxes rather to find truly productive outlets for their money.

27 of 30 OECD nations have adopted ways of reducing or eliminating the double taxation of dividends.  Only Ireland, Switzerland, and the U.S. have no dividend tax relief (though Ireland’s corporate tax rate is one third that of the U.S. federal corporate rate).  Many countries have lower dividend tax rates than wage-income rates.

Germany and Luxembourg provide a 50% exemption for dividends from the personal income tax, while Greece fully exempts dividends from individual taxation.  If this exemption is good enough for Greece, if dividend tax relief is good enough for even the socialist countries of Europe, shouldn’t it be good enough for the United States?

There is a global trend toward lower tax rates on all forms of capital income.  Leaders in the world’s most important economies are recognizing that high taxes on dividends distort savings and investment and reduce economic growth.  We in Congress should follow the world’s example and lower—if not eliminate—the individual taxation of dividends.

Sincerely,

John Sullivan 

Member of Congress

* This includes corporate and individual taxes imposed by both national and subnational governments.

