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Foreign Aid* Flows, 2000 Foreign Aid Unchanged

Millions % of In 2000, foreign aid to developing countries (official development assistance or ODA) by the 22
2
el OECD DAC' Members was $53.7 billion, slightly higher than the preliminary figure of §53.1 billion.
Australia 987 0.27 In real terms, the flow was little changed from 1999, down 0.4%. Luxembourg joined Denmark, the
Austria 423 023 Netherlands, Norway and Sweden as the only countries to meet the long-standing UN target for ODA
of 0.7% of gross national income (GNI). Japan was the largest donor by volume with a total of $13.5
Belgium 820 0.36 billion followed by the US at almost $10 billion. Fourteen countries reported a rise in aid in real
Canada 1,744 0.25 terms in 2000 and the average effort of the countries remained at 0.39% according to the recent
Development Co-operation Report 2001.
Denmark 1,664 1.06
Finland 371 031 Several DAC Members, including Canada, Greece, Ireland, Sweden, Switzerland and the United
Kingdom, have specified targets for raising ODA in the short to medium term. US aid rose by 7% in
France 4,105 0.32

real terms in 2000 and proposals have been made in Congress to increase aid spending in the
Germany 5,030 0.27 medium term. 54% of US aid reached lower middle-income countries, while 44% reached low-
income and least developed countries.

Greece 226 0.20
reland 235  0.30 Note 1. The Development Assistance Committee (DAC) Members are Australia, Austria, Belgium, Canada, Denmark, Finland,
relan : France, Germany, Greece, Ireland, Italy, Japan, Luxembourg, the Netherlands, New Zealand, Norway, Portugal, Spain,
ltaly 1376 013 Sweden, Switzerland, the United Kingdom, and the United States.
CETET 13508 0.28 OECD, Paris (2001) 7he DAC Journal: Development Co-operation Report 2001 - Volume 3 Issue 1,
ISBN: 9264-19187-9, $50.00.
Luxembourg 127 0.71
Netherlands 3,135 0.84
New Zealand e e US Foreign Aid* by Region US Top 10 Recipients of Aid*
ew Zealan : (millions of US$, 2000) (millions of US$, 2000)
Norway 1,264 0.80
Russia (OA) 1,154
Portugal 271 0.26
Israel (OA) 967
Spain 1,195 0.22
_ Egypt 799
Sweden 1,799 0.80 SUb Bearan
: Unspecified (1,052) Ukraine (OA) 282
Switzerland 890 0.34 (1,846) South and
Central Asia ;
United Kingdom 4501 0.32 (832) IR e
United States 9,955 0.10 Europe Other Asia Jordan 179
! (688) and Oceania
(688) .
Total DAC 53,737 0.22 Colombia 169
Middle East and
Average Country Effort 0.39 North Africa Bosnia and Herzegovina 152
(1,265)
India 148
Notes: 1. Aid refers only to flows which quality
as net official development assistance (ODA). P 136
2. DAC Members have introduced the new EI
System of National Accounts, which replaced
gross national product (GNP) by gross national
income (GNI). As GNI is generally been higher Note: 1. Aid refers to gross bilateral official
than GNP ODA/GNI ratios are slightly lower Note: 1. Aid refers to gross bilateral official development assistance (ODA) and official aid
than previously reported ODA/GNP ratios. development assistance (ODA) flows. (OA) flows.
Source: The DAC Journal: Development Co- Source: The DAC Journal: Development Co- Source: The DAC Journal: Development Co-
operation Report 2001 - Volume 3 Issue 1, operation Report 2001 - Volume 3 Issue 1, operation Report 2001 - Volume 3 Issue 1,
OECD, Paris, 2002. OECD, Paris, 2002. OECD, Paris, 2002.
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Tax Rates®, 2000
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Notes: 1. Income tax plus employee contributions
less cash benefits by family-type, as a percent of
gross wage for the average earnings level.

Source: Taxing Wages: 2000-2001, OECD, Paris,

2001.

The Uneven Tax Burden

Tax revenues increased in OECD countries from 1999-2000, reflecting strong economic growth
and despite widespread moves to cut tax rates according to the latest edition of the OECD’s Revernue
Statistics. OECD average tax-to-GDP ratio rose to 37.3% in 1999 from 36.9% in 1998. These ratios are
calculated by expressing total tax revenues as a percentage of GDP at market prices. Tax ratios vary
considerable between countries, as does their evolution over time. In 1999, five European countries
had tax ratios of more than 45% of GDP. In contrast, United States, Japan and Korea had tax ratios in
the 20—30% range while Mexico’s total tax revenues were only 17% of GDP.

Over 80% of tax revenues come from three sources: income tax, social security contributions
and taxes on goods and services. However, the amount collected for each varies widely. In five
countries—US, Australia, Canada, Denmark and New Zealand—the share of income taxes in the
tax mix exceeds 45%. While taxes on goods and services yielded over 31% of total revenue on average
for OECD countries, the share of these taxes ranged from a low of 16% in the US to over 40% in
Hungary, Iceland, Korea, Mexico and Portugal.

OECD, Paris (2001) Revenue Statistics: 1965-2000, ISBN: 9264-09515-2, $75.00.

Tax Breakdown
(tax revenue of major taxes as a % of total tax revenue’, 1999)
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Note: 1. Pies do not add up to 100 because some minor taxes are omitted.
Source: Revenue Statistics: 1965-2000, OECD, Paris, 2001.

New Report on Tax Rates

Personal average tax rates are defined as income tax plus employee social security contributions
as a percentage of gross wage earnings. According to 2000 estimates, at the average earnings level,
unmarried workers paid over 40% of their annual wages in personal income tax and employee social
security contributions in Demark, Belgium and Germany. In Greece, Japan, Korea, Mexico, New
Zealand, Portugal, Spain, and the Slovak Republic the personal average tax rate was below 20%. In
the US, the average tax rate was about 26%. For married one-earner couples with two young
children, the gap between gross wage earnings and net take-home pay is generally smaller, with
Greece, Mexico and Turkey being exceptions. And in the Czech Republic, Iceland and Luxembourg,
when cash benefits for children are taken into account, the net transfer becomes positive according
to the annual OECD report, 7axing Wages.

OECD, Paris (2001) Zaxing Wages: 2000-2001, ISBN: 9264-09684-1, $76.00.
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US Tax System Being Simplified

The United States is a low-tax economy in relation to other OECD countries, with overall
taxation representing slightly more than 30% of GDP. Taxation of personal incomes is the main
source of revenue for governments in the United States, with contributions to various social programs
and personal incomes taxes accounting for 81.8% of federal revenues in 2000. The share of revenues
raised from property taxes is also high, reflecting the use of these taxes to pay for a number of local
services, notably education. The United States is the only OECD country not to have a national value-
added tax and also has particularly low taxation on gasoline, alcohol and tobacco.

Although there is a low level of taxation, the current system is complex and there appears to be
considerable room for improving its overall efficiency. The 2001 tax changes will reduce taxes by
174 percentage points of GDP when they are finally implemented in 2010 however, the changes
introduced in the Act do not amount to a full-scale tax reform. The cuts do move, nonetheless, in a
direction that is likely to improve efficiency. Further progress could take two routes. One is to focus
on anomalies in the current income tax system with the objective of simplifying the system. But it
would seem that a more fundamental reform is called for. The taxation of businesses, capital gains
and capital income should be lowered relative to that of income that is consumed. Such a move
would be likely to initially increase the income share of the richest groups in US society but should
eventually also increase output and real wages.

OECD, Paris (2001) OECD Economic Surveys: United States 2000-2001, 1SBN: 9264-19680-3, $34.00.

Tax-to-GDP Ratios in Selected OECD Countries and Regions
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Source: OECD Economic Surveys: United States 2000-2001, OECD, Paris 2001.

Total Tax Revenue
as a % of GDP, 2000"
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Critical issues to be tackled by Forum 2002:

e Security - Could heightened security
concerns cause globalization to move into
reverse? What systems of governance are
necessary to ensure economic security?

. Equity - How to shape globalization to the
benefit of all, and ensure that the poorest
are not left behind? How to make the Doha
declaration work for all countries?

. Education - What role can education play
in building tolerant, democratic and
prosperous societies?

. Growth - When will economic growth make
a comeback? Looking further ahead, how to
achieve a sustainable planet?

FORUM 2002

Taking Care of the Fundamentals:
Security, Equity, Education and Growth

The OECD Forum is an international public conference
offering business, labor and civil society the
opportunity to discuss key issues of the 21st century
with government ministers and leaders of international
organizations.

What is unique about the OECD Forum is that it
allows participants to shape the outcome of the OECD
annual ministerial summit meeting to be held on 15-16
May 2002 in Paris.

The OECD Forum 2002 will be held at CNIT Conference
Center, 2 place de la Défense, 92053 Paris La Défense
Cédex, France on 13—-15 May 2002.

For more informaion visit www.oecd.org/forum2002

Speakers at the OECD Forum 2002 include:

R. Glenn Hubbard, Chairman, Council of Economic
Advisers, Executive Office of the President of the
United States of America, United States

David Ignatius, Executive Editor, International
Herald Tribune

Clyde Prestowitz, President, Economic Strategy
Institute, United States

William D. Novelli, Executive Director and CEO,
AARP, United States

Luis Derbez, Minister of Economy, Mexico

Kathleen B. Cooper, Under Secretary for Economic
Affairs, U.S. Department of Commerce, United States

Supachai Panitchpakdi, Director General Designate,
World Trade Organization (WTO)

Jermyn Brooks, Executive Director, Transparency
International, Germany

Clarie Lo, President, Financial Action Task Force on
Money Laundering (FATF), and Commissioner
for Narcotics, Hong Kong, China

Maria Cattaui, Secretary-General, International
Chamber of Commerce (ICC)

Robert Mundell, Nobel Prize Winner, University
Professor of Economics, Columbia University,
United States

Bronwyn Curtis, Managing Editor, Bloomberg
Television, United Kingdom

Ronnie Goldberg, Senior Vice President, Policy and
Program, U.S. Council for International Business

Carol Bellamy, Executive Director, United Nations
Children's Fund (UNICEF)

Jagdish Bhagwati, Professor, Economics Department,
Columbia University, United States
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