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CHINA MAKES STRIDES IN TAX REFORMs BUT STILL HAS THE HIGHEST LEVEL OF TAX MISERY OF ANY ASIAN COUNTRY 
Hong Kong keeps its crown as Asia’s most tax-friendly economy followed by Singapore, in the 2007 Forbes Tax Misery & Reform Index 

Singapore, May 14, 2007 – China remains the worst Asian economy on the 2007 Forbes Tax Misery & Reform Index. Coming in at the third highest overall behind France and Belgium, it was however one of the top reformers this year, knocking eight painful points off its total score (it was second highest on the list last year and all indications show that it will fall again next year). 


This is a result of the announced reform to bring the corporate tax rates down to 25% and to apply these rates to all domestic and foreign companies, which may mean a decrease for some and an increase for others on special low-tax or tax holiday dispensations.

Despite its movement toward tax reform, China is mandating that many people file annual individual tax returns, in addition to a withholding and payments system that requires employers and individuals to prepare monthly returns. This adds up to 13 returns every year. Internal official battles may yet bring some relief here.

The index evaluates whether a jurisdiction’s tax policy attracts or repels capital and talent. It also tracks tax reforms. Jurisdictions at the top of the index impose the harshest taxes, while the most tax-friendly are at the bottom. Fifty jurisdictions were surveyed including three new entrants, Vietnam, Bulgaria and Qatar.


Most Asian jurisdictions continue to have more tax-friendly environment compared with other parts of the world. 
The survey shows that outside of China and Japan, the rest of Asia continues to enjoy stable, low-tax advantage, with Hong Kong leading the pack, followed by Singapore, Taiwan, Thailand and Malaysia. 


Singapore, which attracts high-tech companies from Europe and affluent entrepreneurs fleeing misery, however, adjusted tax rates this year and in so doing worsened the overall hit. Other than Singapore, the Philippines is the only Asian country to increase its score, with consumers now paying more value-added tax. 


Pakistan leads the Asian economies in tax reforms, trimming a hefty 10 points off its individual income tax. 

This year, nine of the top 10 countries on the list are European. France again earns the dubious distinction of being at the top of the index. But, with Conservative presidential candidate Nicolas Sarkozy winning the country’s presidential elections, France may eventually lose its place at the top. During his campaign Sarkozy favored a five-point or larger reduction in the top corporate tax rate.


Overall, apart from China and the original fifteen EU member states having the highest levels of tax misery, the lowest levels are generally in the rest of Asia, the Middle East, Russia and the U.S. The Central European countries of the new expanded EU-27 are in the middle or lower part of the index with their successful flat tax rates.


The 2007 Forbes Tax Misery & Reform Index appears in the May 21 issue of Forbes Asia which is available in the newsstands this week.

The five economies with the lowest tax misery: 


1) United Arab Emirates




2) Qatar






3) Hong Kong






4) Cyprus






5) Singapore






The five economies with the highest tax misery:


1) France






2) Belgium






3) China






4) Sweden






5) Italy






The author of the report is Jack Anderson, a tax attorney in the U.S. and EU and a member of the French bar and the U.S. Tax Court. He is also a CPA, M.B.A. and president of Fairvest ICX, as well as a partner in an international law firm in Paris, consulting to global corporations. He is also a speaker at Forbes Forums on comparative international taxation.
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