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RESTRAINING TAX EXPENDITURES SHOULD COMPLEMENT,
NOT REPLACE, LETTING HIGH-INCOME BUSH TAX CUTS EXPIRE
By Chye-Ching Huang, Chuck Marr, and Joel Friedman
Some policymakers have suggested capping itemized deductions for taxpayers with incomes over
$250,000 (for couples) and $200,000 (for singles) as an alternative to letting President Bush’s tax cuts
for these taxpayers expire on schedule. To raise the same amount of revenue, however, would
require tax changes that pose serious problems from a policy standpoint and would likely prove
politically unacceptable. Thus, such an approach would likely raise substantially less revenue than
letting the high-income tax cuts expire.
To even come close to replacing the revenues from letting the high-end tax cuts expire with a cap
on itemized deductions that targets high-income taxpayers and does not affect middle-class families,
policymakers would have to virtually eliminate all itemized deductions for households with incomes
over $250,000. Moreover, to avoid a massive increase in effective tax rates, policymakers would
have to phase the cap in over an extended income range above the $250,000 level, reducing the
revenue it would generate.
A cap on all itemized deductions would eliminate incentives for affluent individuals to make
charitable donations once they had reached their limit on deductible expenses for items such as
mortgage interest and state and local taxes. Besides, policymakers may well be hesitant to apply a
tight cap on deductible expenses for financial transactions such as existing home mortgages. Given
the effect that such a cap would have on charitable contributions and certain other activities — and
the protests that would ensue — there is serious question as to whether policymakers would really
enact a robust deductions cap and, if they did so, whether it would endure for long and actually be
allowed to take effect or would subsequently be scaled back or repealed.
By contrast, letting the high-income tax cuts expire on schedule would be sound policy. It would
generate nearly $1 trillion in higher revenue over ten years, helping to boost long-term growth by
reducing deficits and debt and thereby preventing greater erosion of national saving. Its
progressivity would modestly offset the trend of rising inequality, and it would contribute to a
balanced deficit-reduction package. The near-term economic impact would be minimal: the
Congressional Budget Office (CBO) estimates that letting the upper-income tax cuts expire would
reduce the size of the economy next year (relative to what it would be if policymakers extend all of
the 2001 and 2003 tax cuts) by a negligible 0.1 percent.1
1 Congressional Budget Office, “Economic Effects of Policies Contributing to Fiscal Tightening in 2013,” November 8,
2012, http://www.cbo.gov/publication/43694.

What Are Itemized Deductions?
Itemized deductions allow some taxpayers to reduce their income for tax purposes by the
amount of certain expenses. The largest itemized deductions are for home mortgage interest;
state and local income, sales, and real estate taxes; and charitable contributions. Itemized
deductions also are allowed for medical and dental expenses that are high in relation to a
taxpayer’s income, certain personal property and other taxes, casualty and theft losses,
certain job-related expenses, and other miscellaneous items. About one-third of federal
income tax returns claimed itemized deductions in 2010, the latest year for which IRS data
are available. (The other two-thirds took the standard deduction.) The percentage of
taxpayers claiming itemized deductions rises as income rises.

Furthermore, letting the high-income tax cuts expire is an important early step toward long-term
deficit reduction. The Bowles-Simpson commission assumed that the high-income tax cuts would
expire and proposed tax changes that would raise $1.6 trillion in additional revenues over the 2013-2022
period, for a total of $2.6 trillion in additional revenues against a current-policy baseline.2 President
Obama has called for roughly $600 billion in additional revenue from changes in tax expenditures.
Policymakers should reform the wide array of tax deductions, credits, and other preferences,
known collectively as “tax expenditures,” to raise the additional revenue needed as part of a
balanced approach to major deficit reduction. The President has proposed a tax expenditure
limitation, for example, that would limit the tax benefits for itemized deductions and certain other
deductions and exclusions to 28 cents per dollar (rather than the 35 cents on the dollar that those in
the top tax bracket now receive). Tax expenditure reform should complement, rather than replace,
letting the high-income tax cuts expire.
Finally, if policymakers impose a cap on high-income taxpayers’ deductions as a substitute for
letting the high-income tax cuts expire — and they make the Bush tax rates permanent at the same
time — they would be locking in low tax rates, and they might consider the tax-reform contribution
to deficit reduction as complete. That would generate an inadequate revenue contribution to deficit
reduction, even as some of the largest tax subsidies for high-income taxpayers — such as the
preferential tax rate for capital gains and dividends — were effectively eliminated from future
consideration.
Limiting High-Income Deductions Would Fall Short of Paying for High-Income Tax Cuts
President Obama has called for letting the Bush tax cuts expire for the top 2 percent of taxpayers
— couples making over $250,000 and singles making over $200,000 — and restoring the estate tax
to its 2009 parameters, under which the tax would apply only to the estates of the wealthiest 3 out of

The $1.6 trillion is the amount of additional revenue, measured against a current policy baseline, that would result from
the Bowles-Simpson revenue proposals over the fiscal year 2013-2022 period; see Richard Kogan, “What Was Actually
in Bowles-Simpson — And How Can We Compare it With Other Plans?”, Center on Budget and Policy Priorities,
October 2, 2012, http://www.cbpp.org/cms/index.cfm?fa=view&id=3844. Other revenue figures in this paper are also
given against a current policy baseline.
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every 1,000 people who die (the top 0.3 percent).3 The Administration’s proposal would raise $968
billion in revenue over ten years relative to a policy of extending all of these tax cuts, and it would
reduce deficits by $1.1 trillion when the resulting savings in interest payments are taken into
account.4 Some, however, have suggested limiting the itemized deductions of this high-income
group as an alternative way to raise the same revenue while letting the tax-rate reductions for highincome households continue.5
To be sure, many itemized deductions and other tax expenditures are costly and inefficient and
should be reformed.6 And the benefits of itemized deductions are skewed to high-income filers:
26.5 percent of the benefits go to people with incomes over $1 million, while only 3 percent go to
people with incomes below $50,000.7
Yet it would be exceedingly difficult to limit itemized deductions in a way that is politically
feasible, is as progressive as allowing the high-income tax cuts to expire, and raises an equivalent
amount of revenue. Any concrete proposal would run into significant problems, the first of which is
that merely limiting these deductions would not be sufficient. To pay for the $968 billion ten-year
cost of extending the tax cuts for incomes above $250,000 without requiring taxpayers with incomes
under $250,000 to pick up the tab, policymakers would have to eliminate high-income people’s
itemized deductions and do so immediately.
The Urban Institute-Brookings Institution Tax Policy Center (TPC) estimates that eliminating all
itemized deductions for all taxpayers would raise about $2.2 trillion over the 2013-2022 period, if the
current top tax rates (the Bush rates) remain in effect.8 We estimate that approximately 57 percent
of this $2.2 trillion would come from households with adjusted gross income below $250,000 for
3

Tax Policy Center Tables T11-0156 and T11-0161.

4 Office of Management and Budget, President’s Budget FY2013, Summary Table S9,
http://www.whitehouse.gov/sites/default/files/omb/budget/fy2013/assets/tables.pdf. This includes: $849 billion in
revenue from allowing income tax cuts to expire for those with incomes over $250,000 for couples and $200,000 for
singles and $119 billion in revenue from restoring the estate tax at 2009 parameters rather than extending the current
estate tax rules. There is no single source for comparable JCT estimates. In August 2012, CBO (based on JCT
estimates) published estimates of the cost of extending all the 2001, 2003, and 2009 income tax cuts and the cost of
extending all but the high-income tax cuts. Both estimates assume that AMT relief and the estate tax are continued at
current parameters. Taking the difference between these estimates, the additional revenue generated from allowing the
income tax cuts to expire for upper-income filers is $823 billion. The JCT re-estimate of the President’s budget
estimated the cost of restoring the 2009 estate tax parameters; the difference between this estimate and the CBO August
estimate of continuing the current estate tax cut is $133 billion. Therefore, the comparable JCT estimate is about $957
billion in revenue over ten years. See Congressional Budget Office, “An Update to the Budget and Economic Outlook:
Fiscal Years 2012 to 2022,” August 22, 2012, Expiring Tax Provisions, http://cbo.gov/publication/43547; and Joint
Committee on Taxation, “Estimated Budget Effects Of The Revenue Provisions Contained In the President’s Fiscal
Year 2013 Budget Proposal,” JCX-27-12, https://www.jct.gov/publications.html?func=startdown&id=4413.
5 See Annie Lowrey, “Politics Complicates the Math in Ending Tax Breaks for Rich,” New York Times, November 20,
2012; Sam Goldfarb, “Experts Say Capping Deductions Carries Major Policy, Revenue Complications,” CQ Roll Call,
November 26, 2012.

Chuck Marr and Brian Highsmith, “Reforming Tax Expenditures Can Reduce Deficits While Making the Tax Code
More Efficient and Equitable,” Center on Budget and Policy Priorities, April 15, 2011,
http://www.cbpp.org/cms/?fa=view&id=3472.
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In 2015; TPC Table T12-0251.
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TPC Table T12-0273. The TPC ten-year revenue estimate takes account of microdynamic behavioral changes.
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married couples filing jointly and $200,000 for single filers.9 Exempting those households would
reduce the revenue available from repeal of itemized deductions to about $950 billion. To secure
that $950 billion would require wiping out all deductions for couples with incomes of more than
$250,000 (more than $200,000 for singles), with no phase-in.
Addressing Various Problems with a Deductions Cap Would Shrink the Revenue Raised
Eliminating itemized deductions for high-income people would raise several problems. Solving
each problem would erode the revenue such a proposal could raise.
1. Eliminating itemized deductions for high-income taxpayers would create massive
increases in effective tax rates. As noted, raising the needed revenue would require eliminating all
itemized deductions for couples making more than $250,000 and singles making over $200,000.
People below these thresholds would keep all of the benefits of their itemized deduction, while
someone just over the threshold would keep none of them.
Policymakers could mitigate this “cliff” by phasing in the limit on households’ itemized
deductions over an income range above $250,000 for a married couple and $200,000 for single filers.
With a phase-in, a couple making just over $250,000 would keep most of its itemized deductions.
But as its income rises above $250,000, the portion of its deductions that a couple could retain
would gradually shrink to zero.
Such an approach, however, would raise significantly less revenue than simply eliminating
itemized deductions for everyone over $250,000. If the revenue loss amounted to only about 15
percent (a more realistic phase-in would likely lose more), this would reduce the potential revenues
from eliminating itemized deductions by roughly $140 billion over ten years.
It is also worth noting that phasing in a limit on itemized deductions over some income range
above the $200,000/$250,000 threshold would raise marginal tax rates over the phase-out range.
Depending on the phase-out range, some taxpayers could face a larger increase in marginal tax rates
than they would face from an expiration of the high-income tax cuts. This would undermine the

9

We calculated the 57 percent in the following manner. We started with TPC estimates, which show that about 47
percent of revenue raised from eliminating itemized deductions comes from filing units with cash incomes below
$200,000 and about 20 percent comes from units with cash incomes between $200,000 and $500,000. All taxpayers in
the first group, and some taxpayers in the second group, are below the adjusted gross income (AGI) threshold of
$200,000 for single filers and $250,000 for married couples filing jointly. (This occurs largely because cash income is
typically higher than adjusted gross income. For instance, TPC shows that 68 percent of filing units in the $200,000$500,000 cash income band are under the AGI threshold of $200,000 for singles and $250,000 for couples in 2015, and
that these taxpayers earned 61 percent of the income in this category.) Because the benefits of itemized deductions are
more skewed to the top than income is, we estimate that filing units with cash incomes between $200,000 and $500,000
who have AGI below the $200,000/$250,000 threshold account for about 10 percent of the total revenue that
eliminating itemized deductions would raise. When combined with the revenue from filing units with cash incomes
below $200,000, this means that about 57 percent of the revenues from repealing itemized deductions would come from
people below the $200,000/$250,000 AGI threshold. See TPC Tables T12-0251 and T12-0311.
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goal of avoiding marginal tax rate increases, which has drawn many supporters to the deductions-cap
option in the first place.10
2. Social and economic goals (and political pressures) would likely lead policymakers to
retain some itemized deductions for high-income taxpayers. Policymakers may be open to
eliminating some tax expenditures for high-income households, including some itemized deductions,
if they determine those tax preferences serve no worthwhile economic or social goal or are
ineffective (and can’t be restructured to be more effective). But policymakers may want to retain
various other tax expenditures.
For example, policymakers likely will not want to eliminate the tax incentive for some or all highincome people to donate to charities, which would occur if they capped total itemized deductions or
eliminated itemized deductions for people in high-income brackets. But exempting the charitable
deduction partially or fully from a restriction on itemized deductions would further erode the
revenue savings.
Tax Policy Center estimates indicate that exempting the charitable deduction would lower the
savings from repealing itemized deductions for high-income households by about 30 percent.11
Such an exemption, combined with the revenue loss from phasing in a cap on deductions (as
described above), would mean that repealing itemized deductions other than the charitable deduction
for high-income households would likely raise in the vicinity of $590 billion over 2013-2022, or less
than two-thirds of the revenues from allowing the high-income tax cuts to expire.
3. Concerns about the economic recovery and fairness may lead policymakers to
implement deduction limits gradually or “grandfather” certain deductions for many
households. For example, we estimate that filers with incomes above $250,000 ($200,000 for
singles) claimed roughly $15 billion in mortgage interest deductions in 2011.12 Given continuing
concerns about the housing market’s recovery from the recession, policymakers likely will not want
to withdraw a subsidy of roughly this size from the housing market in 2013.

10 See also Martin A. Sullivan, “Deduction Caps Can Raise Marginal Rates, Cut Economic Growth,” Tax Notes,
November 26, 2012, p. 939. Sullivan shows that an itemized deduction cap would increase marginal tax rates for a
number of taxpayers even without a phase-in and that a number of alternative cap designs would have a similar effect.
Sullivan notes, “It is true — but hardly obvious and almost always ignored — that base broadening through limits on
deductions and exclusions often increases marginal tax rates for significant parts of the taxpaying public.” For example,
capping or eliminating itemized deductions would raise many taxpayers’ taxable incomes, moving them into higher
marginal income tax brackets.
11 TPC Table T12-0300 shows that excluding the charitable deduction from a $50,000 cap on itemized deductions would
reduce by 35 percent the ten-year revenues that such a cap would raise; if the cap were set at $25,000, excluding the
charitable deduction would reduce the ten-year revenues by 31 percent. We estimate that about 27 percent of the tenyear revenues from repealing all itemized deductions would be lost if the charitable deduction were excluded. We also
estimate that a slightly higher percentage would be lost if policymakers repealed itemized deductions only for households
with AGI above $250,000 for a married couple filing jointly and above $200,000 for a single filer (and phased in), based
on TPC Tables T12-0263 and T12-0294.

Calculations based on TPC Table T11-0196, assuming that roughly half of the revenues from eliminating the mortgage
interest deduction would come from filers with adjusted incomes above $250,000 (for a married couple filing jointly) or
$200,000 (for single filers).
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Further, when altering longstanding tax expenditures such as the mortgage interest deduction,
some policymakers may argue for exempting deductions relating to existing mortgages (especially if
a deductions cap is not limited to higher-income people).
However, phasing in the elimination of some itemized deductions (or grandfathering transactions
such as existing mortgages) would further reduce the proposal’s revenue gain, leaving it even further
below the revenue gained by allowing the high-income tax cuts to expire.
Other Options Also Have Serious Problems
In light of the above problems, some proponents of substituting reductions in tax expenditures
for the expiration of the high-end tax-rate cuts point to other options for limiting tax breaks. These
options pose problems of their own, however.


Limiting a broader range of tax expenditures. One approach to raising more revenue
would be to limit more tax expenditures than just itemized deductions. A prime example is the
preferential treatment of capital gains income and various savings incentives. These tax
expenditures are costly and their benefits are skewed to people with high incomes. But most
policymakers who suggest using tax expenditure limits as an alternative to allowing the upperincome Bush tax cuts to expire typically oppose scaling back or eliminating such tax
expenditures.13 They often reject the idea of narrowing or eliminating the differential between
capital gains tax rates and ordinary income tax rates or scaling back tax breaks for savings
vehicles. (Further, the complexity of certain savings incentives may make their value difficult to
estimate on a yearly basis14 and therefore make it difficult to include them in an across-theboard tax expenditure cap without adding significant complexity to the cap structure.)
Another major tax expenditure, the exclusion from income for employer-sponsored health
insurance, reduces revenues by about $128 billion in 2012, according to the Joint Committee on
Taxation.15 But unlike itemized deductions, where 43 percent of the benefits go to those with
incomes over $250,000, only about 9 percent of the benefits of the health insurance exclusion
flow to those high-income households.16 Limiting the exclusion for high-income taxpayers thus
would not produce substantial savings to offset the revenue loss from continuing the upperincome tax cuts.



Capping rather than eliminating tax expenditures. Some approaches would cap a set of tax
expenditures for high-income taxpayers at a set dollar amount or a percentage of a tax filer’s

13 For instance, Senator Pat Toomey (R-PA) and Governor Romney, who have advocated for tax expenditure limits,
rejected any limits on the tax expenditures on investment income.

14

Jane G. Gravelle and Thomas L. Hungerford, “The Challenge of Individual Income Tax Reform: An Economic
Analysis of Tax Base Broadening,” Congressional Research Service, March 22, 2012,
http://www.washingtonpost.com/wp-srv/business/documents/crstaxreform.pdf.
15 Joint Committee on Taxation, “Estimates Of Federal Tax Expenditures For Fiscal Years 2011-2015,” JCS-1-12,
January 17, 2012.
16
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Tax Policy Center Table T09-0459.

adjusted gross income.17 These limits might appear to curb tax expenditures less harshly and
therefore be less likely to have negative effects such as discouraging charitable giving. But if
targeted only on couples with income above $250,000 (and singles with income above
$200,000), it would be difficult for these approaches to raise sufficient revenue to offset the cost
of continuing the high-income tax cuts.
Further, these capping approaches would themselves eliminate incentives for charitable giving
among the many high-income taxpayers who would hit the tax-expenditure cap before making
any charitable donations. For these high-income taxpayers, their deductions for mortgage
interest and state and local taxes would consume the full amount allowed under the cap, so they
would receive no tax benefit from making charitable donations. Furthermore, taxpayers who
live in states with relatively high taxes (or who have relatively large mortgages) would have a
smaller incentive for charitable giving, an outcome that would be difficult to defend.


Limiting the value of certain tax expenditures. The Administration’s proposal to cap the
tax subsidy for itemized deductions and certain other tax expenditures at 28 cents on the dollar
— which, as noted, would complement rather than replace an expiration of the high-end taxrate cuts — is better designed. It is progressive and retains a substantial tax incentive for
deductible expenditures such as charitable giving. Wealthy taxpayers would receive a 28-cent
tax subsidy per dollar of charitable giving, so the limit should have only modest effects on total
donations.18 The effects on the housing market and the availability of employer-sponsored
health insurance would likely be similarly modest, particularly compared to approaches that
wipe out most or all of those subsidies for many high-income taxpayers.
The design of the 28 percent limit means, however, that it raises considerably less revenue than
allowing the high-income tax cuts to expire. It would raise about $520 billion over ten years if
the high-income Bush tax cuts expired.19 It would raise considerably less — roughly $300
billion — if the high-income Bush tax cuts were to continue, because this limit would shave tax
expenditures by a considerably smaller amount if the top rate remained at 35 percent than if it
returned to 39.6 percent.20 To be sure, the limit could be set below 28 percent to raise more

17 The Committee for a Responsible Federal Budget (CRFB) has examined a number of potential limits on tax
expenditures for taxpayers above the $200,000/$250,000 income threshold, taking account of the need to phase in the
limit above this threshold. It analyzed the revenue effects in only one year, 2013, rather than over ten years. Only one
of the limits it examined would raise enough revenue (by CRFB estimates) to cover the cost of continuing all of the
upper-income tax cuts. But that limit — a cap on the benefits of various tax expenditures at 2 percent of a taxpayer’s
AGI — does not address some of the significant policy problems we discuss above; it effectively eliminates the
deduction for charitable giving for many high-income taxpayers. Committee for a Responsible Federal Budget, “Raising
Revenue from Higher Earners through Base Broadening,” November 15, 2012.

18

Paul N. Van de Water, “Proposal to Cap Deductions for High-Income Households Would Reduce Charitable
Contributions by Only About 1 Percent,” Center on Budget and Policy Priorities, March 3, 2009,
http://www.cbpp.org/cms/index.cfm?fa=view&id=2700.
Robert Greenstein, Joel Friedman, and Jim Horney, “The Tension Between Reducing Tax Rates and Reducing
Deficits,” Center on Budget and Policy Priorities, October 26, 2012,
http://www.cbpp.org/cms/index.cfm?fa=view&id=3855.
19
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Ten-year revenue estimates from TPC show that a 28 percent limit on itemized deductions would raise about 40
percent less revenues under the current-policy tax code, with current tax rates, than under the current-law tax code, with the
pre-2001 tax rates. See Daniel Baneman et al., “Options to Limit the Benefit of Tax Expenditures for High-Income
Households,” Tax Policy Center, August 2, 2011.
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revenue, but that would raise taxes on upper-middle-income filers with incomes in the 28
percent tax bracket (or create a cliff at $250,000 that would require a phase-in).
In short, despite its strong merits, this proposal isn’t an adequate substitute for allowing the highincome tax-rate reductions to expire. Given the dimensions of the nation’s fiscal challenges and
projected levels of long-term deficits and debt, the revenues that such a measure can raise
should supplement, not substitute for, the revenues from allowing the high-end Bush tax cuts
to lapse.
Tax Expenditure Reform Should Complement, Not Replace, Higher Top Rates
The soundest approach to tax expenditure reform would be to examine each tax expenditure on
its merits and to eliminate or restructure expenditures one by one as needed. Policymakers may be
attracted to across-the-board limits, however, precisely because they provide a way to avoid making
decisions on specific tax expenditures.
The politics of across-the-board approaches to tax expenditure reform may not be as easy as it
first may appear, however. Most of today’s major tax expenditures survived the unprecedented 1986
tax reform effort to broaden the tax base.21 Political pressures to exempt this or that tax expenditure
from any limit are likely to be immense. Even a limit that touches only itemized deductions would
likely face strong opposition from various constituencies, including the real estate industry, charities,
and state and local governments.
The expiration of the Bush high-end tax cuts is sound policy that would save $968 billion in
revenues over ten years, make the tax code more progressive, have little effect on the economic
recovery, and improve long-run growth by helping shrink the deficit and thereby increasing the pool
of national saving available for private investment.22 Once assured of the deficit reduction from
allowing these tax cuts to expire, policymakers can turn to the complementary and necessary, but
difficult, task of tax-expenditure reform as part of a balanced approach to fiscal consolidation.

See Chuck Marr and Chye-Ching Huang, “How Tax Reform Could Become a Trap,” Center on Budget and Policy
Priorities, June 8, 2012, http://www.cbpp.org/cms/index.cfm?fa=view&id=3792, for further discussion of the political
difficulties of tax expenditure reform.
21

See Chye-Ching Huang, “Recent Studies Find Raising Taxes on High-Income Households Would Not Harm the
Economy,” Center on Budget and Policy Priorities, April 24, 2012,
http://www.cbpp.org/cms/index.cfm?fa=view&id=3756.
22
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Retaining the High-Income Tax Cuts But Eliminating Itemized Deductions
Would Make the Tax Code Less Progressive at the Top
Extremely high-income people — those making more than $1 million a year — would be big
winners under a proposal that limited itemized deductions in exchange for continuing the
high-income Bush tax cuts; they would gain far more from the tax-cut extension than they
would lose from the deductions limit. Analyses by the Tax Policy Center show that extending
the high-end tax cuts would provide tax filers with incomes exceeding $1 million with an
average tax cut of $134,177 in 2013, while eliminating all itemized deductions would raise
taxes on these households by an average of $88,796 in 2015.
This means that if an itemized deduction limit were to raise the same amount of revenue as
letting the high-income tax cuts expire, while protecting people below $250,000 from a tax
increase, then people between $250,000 and $1 million would need to pay higher taxes to
make up the difference.
The net gain for filers over $1 million would be even larger than the above numbers
indicate. The $134,177 figure for their tax cut does not include the full value of the 2003 tax
law’s cut in the dividends rate. In addition, eliminating itemized deductions would likely cost
these households less than $88,796 in 2013 because that estimate is for 2015, and average
itemized deductions tend to grow with the economy.

Eliminating Itemized Deductions Provides
Less Revenue from Highest Income Filers Than
Letting High-Income Cuts Expire

*Note: Baseline is current policy. Allowing the high-income tax cuts to expire
includes reinstating the top two marginal income tax rates and the personal
exemption and itemized deduction phase-outs for AGI above $250,000 (married
filing jointly) and $200,000 (single filers), taxing capital gains and qualified
dividends at 20% for filers in the top two brackets, and extending the 2009 estate
tax law including a $3.5 million effective exemption (unindexed) and a top rate of
45 percent. This estimate does not include the full value of the 2003 cut in the
dividends rate. The preceding changes are estimated for 2013. The estimate of
repealing itemized deductions is for 2015. The value of repealing itemized
deductions in 2013 would likely be somewhat less than $88,796 because
itemized deductions tend to grow with the economy.
Source: Tax Policy Center Tables T12-0286 and T12-0251.
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