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Chair Heinrich, Vice Chair Schweikert, members of the Committee, thank you for the opportunity 

to testify before you this morning at this important hearing. I am Samantha Jacoby, Deputy Director 
of Federal Tax Policy at the Center on Budget and Policy Priorities, a nonpartisan research and 
policy institute in Washington, D.C. 

 
In my testimony, I will make three main points: 
 

• First, tax cuts enacted in the last 25 years — namely, the tax cuts enacted in 2001 and 2003 
under President Bush (most of which were made permanent in 2012) and those enacted in 
2017 under President Trump — gave windfall tax cuts to households in the top 1 percent and 
large corporations. In particular, the 2017 tax cuts have failed to produce the economic 
benefits that proponents promised. Research shows that most workers saw “no change in 
earnings” from the corporate tax rate cut, while top executive salaries increased sharply. 
Similarly, rigorous research concluded that the tax law’s 20 percent pass-through deduction, 
which was skewed in favor of wealthy business owners, has largely failed to trickle down to 
workers. 

• Second, these large tax cuts have eroded our revenue base, undermined our ability to finance 
high-value investments, and driven up deficits and debt, increasing future economic risks. 
Extending the 2017 tax law’s expiring individual income and estate tax cuts, which 
disproportionately benefit high-income households, would cost around $4 trillion over ten 
years (2026-2035), further raising the debt ratio. Additional revenue efforts are needed and 
should focus on those who have gained the most over the last four decades. 

• Third, the United States underinvests in people, communities, and the building blocks of the 
economy in ways that shortchange opportunity, exacerbate inequality, widen racial and ethnic 
inequities, and limit the nation’s potential. Instead of doubling down on the failed trickle-
down path of the Bush and Trump tax cuts, policymakers should prioritize investments that 
would yield significant short- and long-term benefits to people, communities, and the 
economy as a whole. 
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Trickle-Down Tax Cuts Failed to Deliver Promised Economic Benefits 

The tax cuts enacted under President George W. Bush and President Trump disproportionately 
flowed to households at the top and cost significant federal revenues, adding trillions to the national 
debt since their enactment.1 Extending the 2017 tax law’s expiring provisions would provide further 
windfall benefits to high-income households. By shrinking revenues, these tax cuts limit 
policymakers’ ability and willingness to make public investments that pay off in tangible and 
important ways for individuals, families, communities, and the country as a whole.  

 

2017 Trump Tax Law Was Skewed to the Top 

Like the Bush tax cuts that came before it,2 the tax cuts enacted in 2017 under President Trump 
benefited high-income households far more than households with low and moderate incomes. The 
2017 tax law will boost the after-tax incomes of households in the top 1 percent by 2.9 percent in 
2025, roughly three times the 0.9 percent gain for households in the bottom 60 percent, according to 
Tax Policy Center estimates.3 The tax cuts that year will average $61,090 for the top 1 percent — 
and $252,300 for the top one-tenth of 1 percent. (See Figure 1.) The 2017 tax law also widens racial 
disparities in after-tax income.4 

 
FIGURE 1 
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The 2017 law’s tilt to the top reflects several costly provisions that primarily benefit the most well-
off: 

 

• Large, permanent corporate tax cuts. The centerpiece of the 2017 tax law was a deep, 
permanent cut in the corporate tax rate — from 35 percent to 21 percent — and a shift 
toward a territorial tax system, which exempts certain foreign income of multinational 
corporations from U.S. tax.   

• 20 percent deduction for pass-through 
income. The law adopted a new 20 percent 
deduction for certain income that owners 
of pass-through businesses (partnerships, S 
corporations, and sole proprietorships) 
report on their individual tax returns, which 
previously was generally taxed at the same 
rates as wage and salary income. Over half 
of its benefits will go to households with 
more than $1 million in income in 2024, 
according to JCT.5 (See Figure 2.)  

• Cutting individual income tax rates for 
those at the top. The law cut the top 
individual income tax rate from 39.6 
percent to 37 percent for married couples 
with over $600,000 in taxable income. The 
law also dramatically weakened the 
alternative minimum tax (AMT), which was 
designed to ensure that higher-income 
people who take large amounts of 
deductions and other tax breaks pay at least 
a minimum level of tax.6  

• Doubling the estate tax exemption. The law doubled the amount that the wealthiest 
households can pass on tax free to their heirs, from $11 million per couple to $22 million 
(indexed for inflation).  

The law’s expiring provisions include some provisions affecting families with low and moderate 
incomes, but often in offsetting ways. For example, the law lowered statutory tax rates at all income 
levels, nearly doubled the size of the standard deduction from $13,000 to $24,000 for a married 
couple in 2018, and doubled the size of the Child Tax Credit for many families.7 Yet other 
provisions raised taxes on families, such as the elimination of personal exemptions and a new, 
permanent adjustment for calculating key tax parameters using a slower inflation rate.8 The end 
result of these offsetting changes is only modest tax cuts overall for most families, which pale in 
comparison to the law’s large net tax cuts for the wealthy. 

 
 Extending the expiring individual income tax and estate tax provisions would benefit high-income 
households far more than other income groups. Extending the individual income tax and estate tax 
provisions would boost after-tax incomes for the top 1 percent more than twice as much as for the 
bottom 60 percent as a percentage of their incomes.9 In dollar terms, this is a $48,000 annual tax cut 

FIGURE 2 
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for households in the top 1 percent but only about $500 for those in the bottom 60 percent of 
households, on average.10 The expiring tax cuts for high-income households — i.e., those making 
over roughly $400,000 — account for over 40 percent of the cost of extending all of the expiring 
2017 tax cuts.11 These benefits would be on top of the very large benefits wealthy households receive 
from the law’s permanent corporate tax cuts, which are even more heavily tilted toward wealthy 
people than the expiring individual tax cuts.12 

 

Floated Tariffs Would Hit Bottom Half of Earners, Harm the Economy  

Moreover, imposing broad-based tariffs as an offset would double down on the 2017 law’s 
regressivity: that is, regressive tax cuts paid for (fully or partially) with highly regressive tax increases 
that increase burdens on families with low and moderate incomes and pose significant economic 
risks. For example, President-elect Trump has proposed a broad-based tariff of 10 or 20 percent on 
most or all imports, with a 60 percent tariff on imports from China.13 Economists Kimberly 
Clausing and Mary Lovely estimate that such tariffs would reduce after-tax incomes for households 
in the bottom 50 percent of the income distribution by 3.5 percent, costing a typical household 
$1,700 per year.14 Broad-based tariffs would also create large economic risks from higher prices of 
imported goods; Clausing and Lovely estimate that these costs could reach 2 percent of GDP.15 
Tariffs also typically provoke retaliation or even trade wars, which can harm domestic businesses. 
 

Trump 2017 Law Failed to Deliver on Its Promises 

During the 2017 debate, Trump Administration officials and prominent proponents of the 
corporate tax cut proposal claimed it would yield broadly shared benefits by boosting economic 
growth. President Trump’s Council of Economic Advisers claimed the rate cut would “very 
conservatively” lead to a $4,000 boost in household income.16 But research to date has failed to find 
evidence that the gains from the rate cut trickled down to most workers. For example, a 2019 
Congressional Research Service report on the law’s 
economic impact concluded, “There is no indication 
of a surge in wages in 2018 either compared to history 
or relative to GDP growth.”17 Similarly, a 2021 
Brookings Institution report noted that “The Trump 
administration claimed that the [2017 law] would 
provide significant benefits to workers,” but 
Brookings found “no evidence that any wage response 
close to these claims occurred in 2018 and 2019.”18  

 
A study by economists from the Joint Committee 

on Taxation (JCT) and the Federal Reserve Board 
found that workers below the 90th percentile of their 
firm’s income scale — a group whose incomes were 
below roughly $114,000 in 2016 — saw “no change in 
earnings” from the rate cut.19 Earnings did, however, 
increase for workers in the top 10 percent and 
“increase[d] particularly sharply for firm managers and 
executives.”20 (See Figure 3.)  

 
Another new study by a team of economists from 

Harvard, Princeton, the University of Chicago, and 

FIGURE 3 
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the Treasury Department estimates that the corporate tax cuts — including the cut in the corporate 
tax rate, full expensing for capital investments, and international tax changes — led to nearly dollar-
for-dollar revenue losses, even after accounting for increases in economic activity due to those cuts, 
contrary to proponents’ promises that the cuts would pay for themselves.21 The study does not 
examine how the corporate rate cut affected earnings for workers with low and moderate incomes. 
It forecasts that in the long run, the corporate tax cuts could on average increase wages by about 
$750 per worker, an “order of magnitude below” proponents’ predictions;22 the paper by Kennedy, 
et al, finds that wage and salary gains accrued only for workers in the top 10 percent of their firm’s 
earnings distribution. 

 
The special 20 percent deduction for pass-through business income is also heavily skewed in favor 

of high-income people because they receive most pass-through income,23 they get a much larger 
share of their income from pass-throughs compared to other income groups,24 and they receive the 
largest tax break per dollar of income deducted (because they are in the top income tax brackets). As 
a result, in 2022 the average pass-through deduction across all taxpayers who claimed the deduction 
was roughly $10,000, but it was over $1.3 million for the roughly 25,000 taxpayers with incomes 
above $10 million who claimed the deduction.25 

 
Proponents argued the pass-through deduction would boost investment and create jobs.26 Then-

Treasury Secretary Steven Mnuchin, for example, argued the deduction would “be good for the 
economy; good for growth.”27 But researchers have found no evidence that it provided any 
significant boost in economic activity and little evidence that it increased investment or broadly 
benefited non-owner workers.28 Instead, it has encouraged more tax gaming, encouraging owners to 
reclassify their income as pass-through income that qualifies for the deduction.29  

 
The failure of the regressive Trump tax provisions to trickle down to the vast majority of workers 

should not be surprising given the track record of past trickle-down tax cuts. For example, studies of 
an even deeper tax cut for pass-through businesses in Kansas — a full exemption from state 
taxation for pass-through income — found that “the reform failed to generate real economic 
responses.”30  

 
More broadly, in a review of the research on business taxes and labor markets, Stanford 

University economist Juan Carlos Suarez Serrato concluded, “The empirical evidence, in the end, 
does not support the belief that broad-based tax cuts consistently deliver on the promise of wage 
growth.”31 

 

Decades of Tax Cuts Have Eroded the Nation’s Revenue Base 

Tax cuts enacted during the Bush and Trump administrations have substantially increased the 
nation’s deficits and debt, increasing economic risks. Policymakers can best manage these risks by 
raising sufficient revenue both to improve our long-term fiscal outlook and to finance high-value 
investments that will improve well-being and broaden prosperity. 

 

Tax Cuts Have Weakened Revenues, Increasing Deficits and Debt 

The 2001 and 2003 Bush tax cuts, which reduced individual income tax rates, taxes on capital 
gains and dividends, and the tax on estates, cost between 1.5 and 2 percent of GDP in 2010.32  The  
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2017 law took revenues even lower: CBO estimated 
in 2018 that the 2017 Trump tax cut will cost $1.9 
trillion over ten years, on top of the cost of the Bush 
tax cuts also in place.33  

 
In the three years immediately preceding the first 

Bush tax cuts, revenues averaged 19.5 percent of 
GDP, compared to 16.3 percent in the years 
immediately following the Trump tax cuts, with 
revenues expected to rise to an annual average of 16.9 
percent of GDP from 2018 through 2026 (excluding 
2020 and 2021, whose data are skewed by the 
pandemic), according to CBO. (See Figure 4.) The 
revenue difference is stark: revenues in 2023, for 
example, would have been roughly $830 billion higher 
if they had totaled 19.5 percent of GDP as in the 
years before the Bush tax cuts. 

 
If the Bush tax cuts and their extensions and the 

2017 Trump tax cuts had not been enacted, the deficit 
would be less than half its current size, and the debt 
ratio (the level of net debt relative to the size of the 
economy34) would be considerably lower as well: 56 
percent of GDP in 2024, compared to the actual 91 percent.35 (See Figure 5.) 

 
Continued growth in the federal debt ratio poses potential future risks to the economy and fiscal 

policy. Interest costs as a percent of the economy are higher than they have been since the 1990s 
and are expected to keep growing. On our current trajectory, both the nation’s debt and the cost of 
servicing it are projected to rise relative to the size of the economy. 

 
The Bush and Trump tax cuts were irresponsible, given our substantial underinvestment in high-

value areas, the retirement of baby boomers, rising health care costs, and potential national security 
threats. And making the 2017 law’s individual income and estate tax provisions permanent would 
cost about $4 trillion from 2026 to 2035, or roughly $350 billion a year beginning in 2027.36 Making 
other parts of the law permanent, including extending the “expensing” tax break for business 
investments or reversing certain business tax increases that were included in the law, which some 
policymakers have called for, would add around $1 trillion to this cost.37 This would be a costly 
mistake. 
  

FIGURE 4 
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FIGURE 5 
 

 

We Need More Revenues 

Some policymakers have used the increase in debt as an excuse to push for deep and harmful 
budget cuts. But whereas the effects of higher debt levels are uncertain, the effects of such spending 
cuts would be both clear and damaging. They include higher poverty and the attendant long-term 
impacts on children and the economy, more people without access to health coverage, and less 
investment in public infrastructure and medical research (which would also hurt economic growth). 
Also, in a future recession or disaster, debt concerns could dissuade policymakers from responding 
with robust measures to bolster the economy and mitigate harm; this failure could prolong the 
downturn and slow the recovery — and, ironically, harm long-term economic growth. 

 
Instead, additional revenue raising efforts are needed. These revenue increases should be 

progressive, which is particularly appropriate given that the nation’s income in recent decades has 
grown increasingly unequal. Typical middle-income families with children had almost 50 percent 
more income after taxes in 2019 than such families had in 1984, after adjusting for inflation. But 
among the top 1 percent of households, their already disproportionate incomes grew three times as 
fast over that period: almost 150 percent. Indeed, by 2019, the top 1 percent had annual incomes 
averaging $1.7 million, almost 20 times that of typical middle-income families with children.38 
Revenue raising efforts should therefore focus on those who have gained the most over the last four 
decades, while new investments should focus on solving national problems and expanding 
opportunity. 

 

High-Value Investments That Improve Well-Being and Broaden Opportunity 

Instead of doubling down on the flawed trickle-down path of the Bush and Trump tax cuts, there 
are opportunities to work toward a tax code that raises more needed revenues and supports 
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investments that make the economy work for everyone. Underinvesting in people, communities, and 
the building blocks of the U.S. economy increases poverty and hardship, worsens racial and ethnic 
inequities, shortchanges opportunity, and restrains economic growth. 

 
For example, child poverty is higher in the U.S. than in other similarly wealthy countries due to 

our weaker support for families with children. Temporary policies enacted during the COVID-19 
pandemic produced a historic decline in child poverty and narrowed inequities in poverty rates by 
race and ethnicity, but those gains disappeared when the measures expired. Investing in children has 
long-term payoffs for the entire country, and that means our underinvestment is harming the 
nation’s potential. 

 
Investments in this and other areas — including investments to bring down the high cost of 

housing and child care for families, address climate change, expand access to higher education, 
improve our infrastructure, and support research and technological advances — can yield significant 
short- and long-term benefits to people, communities, and the economy as a whole. 

 

Child Tax Credit 

An estimated 19 million children in the lowest-income families — or more than 1 in 4 children 
under age 17 — are ineligible for the full Child Tax Credit under the current credit design. In 2021, 
the now-expired American Rescue Plan’s Child Tax Credit expansion delivered more resources to 
families with the lowest incomes, especially those with young kids. The Rescue Plan made the full 
credit available to children in families with low incomes and increased the maximum amount of the 
credit to $3,600 for children aged 5 and younger and $3,000 for children aged 6 to 17, among other 
changes. 

 
With the temporary expansion, child poverty plummeted; the credit expansion reduced the 

number of children living below the poverty line by more than a third.39 While all racial and ethnic 
groups saw large reductions in poverty, the percentage point reduction in child poverty was largest 
for Black, Latino, and Native American children. When pandemic assistance ended and the 
expanded credit expired, the number of children experiencing poverty rose substantially, 
demonstrating that child poverty is created — and can be alleviated — through policy choices. (See 
Figure 6.)  

 
In addition to short-run relief from hardship, income support to families with low incomes can 

bring long-run gains in children’s health, education, and earnings, a mounting body of research 
finds. For instance, a 2022 study found that infants in families who receive more support from child-
related tax benefits go on to have higher test scores, high school graduation rates, and earnings into 
young adulthood.40 Based on prior literature, the authors also note that even temporary aid to low-
income families can help them avoid extreme levels of “short-term stress with long-term 
ramifications” from threats such as eviction and food insecurity.41 Other studies of childhood 
income assistance have similarly found short- and long-term gains for infant health, elementary 
school performance, positive social behavior, and, years later, greater school completion, improved 
health status in young adulthood, and higher earnings.42  
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FIGURE 6 

 

 
Policymakers in both parties have shown strong interest in the Child Tax Credit over the last year. 

Bipartisan tax legislation negotiated by House Ways and Means Chair Jason Smith and Senate 
Finance Committee Chair Ron Wyden included a modest, but important, expansion and passed the 
House with a large majority in January 2024. That proposal would have benefited millions of 
children whose parents or other caregivers do important work for low pay — including 400,000 
cashiers, 340,000 maids and housekeeping cleaners, 340,000 personal care and home health aides, 
280,000 janitors and building cleaners, 250,000 nursing assistants, and 240,000 waiters and 
waitresses.43 About 16 million children would have benefited from the proposal in the first year, and 
it would have lifted some 500,000 children above the poverty line when fully in effect.44  

 
Expanding the Child Tax Credit for children in families with low incomes is a proven solution for 

lifting millions of children above the poverty line and helping to ensure that all children have the 
resources they need to thrive. 
 

Workers and Their Families 

Millions of people who work in jobs essential for society to function receive little pay and limited 
or no benefits while often facing uncertain hours and scheduling. Many have trouble affording the 
basics; they often struggle to afford rent and child care, and lack paid sick or family leave and access 
to affordable health coverage. Investments in these areas can yield significant short- and long-term 
benefits to people, communities, and the economy as a whole. Areas in need of additional 
investment include, for example: 

 

• EITC for workers not raising children in their homes. While a powerful wage booster that 
benefits millions of families with children each year, the federal Earned Income Tax Credit 
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(EITC) provides extremely limited support to adults aged 25-64 who work low-paying jobs 
and are not raising children in their household. This year, 6 million workers whose income is 
either below or just above the poverty line are made poor or even poorer, largely because their 
EITC is not even enough to offset payroll taxes for Social Security and Medicare as well as 
any federal income tax liability. These 6 million people provide important services, including 
as home health aides for elderly people, child care providers, food servers, and cashiers.  

The 2021 Rescue Plan temporarily made key expansions in the EITC for adults not raising 
children in their home, addressing several major flaws in the credit. Specifically, it raised the 
maximum EITC to roughly $1,500, as well as raising the income limit from about $16,000 to 
$21,000 for single filers and from about $22,000 to $27,000 for married filers. It also made 
individuals aged 19 to 24 and 65 and older newly eligible for the credit. Through these 
changes, the Rescue Plan’s “childless EITC” expansion nearly eliminated the policy failure of 
people being taxed into, or deeper into, poverty. 

• Paid leave. The United States is alone among wealthy countries in lacking a national paid 
leave program, relying instead on a patchwork of federal, state, and local policies. The vast 
majority of employers do not voluntarily offer paid family and medical leave.45 Paid medical 
and caregiving leave lets workers care for themselves and loved ones when ill or injured and 
reduces financial insecurity and stress during those times. Paid leave also benefits businesses 
by improving worker retention and productivity and boosting labor force participation.46 

• Unemployment insurance. The U.S. lacks not only a comprehensive paid leave program but 
also an adequate unemployment insurance (UI) system. The current UI system, a federal-state 
partnership, fails to provide any help to most unemployed workers, often provides benefits 
that are too low to ensure households can make ends meet when a worker does qualify, and, 
in some states, fails to provide enough weeks of help to allow workers to find new 
employment that best matches their skills. For example, the share of unemployed workers 
receiving any UI benefits has fallen in recent decades from roughly 50 percent to under 30 
percent in 2023. 

During the pandemic, the U.S. expanded eligibility and increased benefit levels, providing 
critical financial protection to workers who lost their jobs. While there were implementation 
issues and criminal targeting of inadequate systems, expanded jobless benefits kept millions of 
households afloat. But those expansions ended, and workers who lose their jobs today once 
again face a severely inadequate UI system. 
 

Investments to Address Climate Risks 

The clean energy and clean vehicle sector is a rapidly growing global industry, with 30 percent of 
global energy being produced from clean, renewable energy sources in 2023.47 As global energy 
markets continue this shift toward low- or no-carbon sources, policymakers should take proactive 
steps to ensure the United States benefits from new sources of jobs and investment instead of 
ceding ground to global competitors. In 2022, the Inflation Reduction Act (IRA) took an important 
step forward, creating the largest clean energy investment in U.S. history. More than 70 percent of 
the IRA’s climate investments are in the form of tax credits available through at least 2032. These 
credits build on the success of long-standing clean energy credits that have spurred tremendous 
growth in the U.S. renewable energy industry.48 The IRA expanded the credits to include new and 
innovative energy generation technologies and advanced manufacturing facilities and made the 
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credits available to more types of entities, including state and local governments and public utilities, 
which previously could not directly benefit from clean energy tax credits.  

 
For example, the IRA added new section 48C in the tax code, which allows the Treasury 

Department, in consultation with the Department of Energy, to award $10 billion in tax credits for 
advanced energy projects approaching commercial viability. Tax credit recipients under section 48C 
include, for example, a manufacturing facility in Chester, Virginia, that will produce electrolyzers, 
which are critical for producing clean hydrogen; an electric vehicle component production facility in 
Richmond Hill, Georgia; and an advanced transmission conductor production facility in 
Williamsport, Pennsylvania.49 

 
In the two years following the enactment of the IRA, companies announced $265 billion in new 

clean energy facilities across the country,50 bringing jobs and economic opportunities to areas 
receiving clean energy investments, especially if local hiring and training are a focus of the project. 
The IRA advances fair pay and worker development, respectively, by requiring projects to pay 
prevailing wages and to use a registered apprenticeship program for project construction.51  Research 
suggests that jobs in the solar and wind industries, for example, pay about 21 percent more than 
average wages and can often be obtained without a college degree.52  

 
Early data suggest that the IRA is helping to bring economic opportunities to areas of the country 

facing underinvestment and hardship. Three-quarters of private sector clean energy investments 
since the IRA’s passage have been made in areas with household incomes below area medians, and 
clean energy investment has doubled in disadvantaged areas traditionally associated with the fossil 
fuel sector (known as “energy communities”), which are predominantly rural communities.53  

 
Going forward, these credits should be protected to avoid damaging nascent industries by 

injecting market uncertainty and to ensure economic benefits continue to flow to communities that 
would benefit most from new investment and opportunity. 
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