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Republican Leaders’ Tax Framework Provides Windfall to
High-Income Households, With Working Families Largely
an Afterthought
By Chuck Marr
The “Big Six” Republican tax framework announced last week by President Trump and
Republican leaders in Congress specifies large tax cuts aimed at profitable corporations and wealthy
households while offering only vague promises for lower- and middle-income working families. It
closely follows many aspects of the House GOP’s “Better Way” plan released last year, which was
heavily tilted to those high on the income scale. Like that plan, the new framework offers little for
working families with modest incomes compared to what it would do for those at the top.
The framework contrasts sharply with President Trump’s campaign statements that “too many of
our leaders have forgotten that it’s their duty to protect the jobs, wages and well-being of American
workers before any other consideration,” and his promise less than two weeks ago that wealthy
people “will not be gaining at all with this plan.”1
The Tax Policy Center (TPC) estimates of the Trump and congressional Republican framework
show that in 2027 (when key features of the plan are in full effect):2
• The

top 1 percent of households (those with incomes above $912,100) would get 80 percent
of the framework’s net tax cuts (see Figure 1), or more than $200,000 annually (an 8.7 percent
boost in after-tax income), on average.

• The

top 0.1 percent of households (those with incomes above $5.1 million) would get 40
percent of the framework’s net tax cuts, or more than $1 million annually (a 9.7 percent boost
in after-tax income), on average.
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• Meanwhile,

the bottom 80 percent of the population would get less just 13 percent of the tax
cuts and see a less than 0.5 percent increase in after-tax income, on average.
FIGURE 1

Framework Closely Resembles Regressive “Better Way” Plan
The Republican leaders’ framework shares core elements with the Better Way plan, including:
cutting the corporate rate to 20 percent; setting a special, 25 percent rate for “pass-through”
business income; eliminating the estate tax and Alternative Minimum Tax (AMT); eliminating the
deduction for state and local tax payments; increasing the standard deduction; eliminating personal
exemptions; and raising the Child Tax Credit for some families. Its proposed marginal income tax
rates of 12, 25, and 35 percent are very similar to the Better Way’s 12, 25, and 33 percent structure.
And its promised reductions of tax breaks and base broadeners — relying heavily on repealing the
deduction for state and local taxes — are also similar.

High-Income Households Would Receive Large Benefits
The specific provisions of the Republican leaders’ framework that would most benefit highincome households include:
•

2

Reducing the top individual income tax rate to 35 percent. The framework’s cut in the
top individual income tax rate from 39.6 percent to 35 percent would benefit the fewer than
1 in 100 households that currently face the top rate. By itself, the rate cut would give a
$24,000 tax cut each year for a couple with $1 million in taxable income. The framework
states that an “additional top rate may apply to the highest-income taxpayers to ensure that
the reformed tax code is at least as progressive as the existing tax code.” But even if the very

wealthiest people continued to pay the 39.6 percent rate, they still would benefit handsomely
from the other provisions in this framework, discussed below.
•

Setting a special, much lower top rate of 25 percent for “pass-through” income. This
is income from businesses such as partnerships, S corporations, and sole proprietorships that
business owners claim on their individual tax returns. It is now taxed at the same rates as
wages and salaries. (Pass-through businesses, which include hedge funds, real estate
developers, and law firms, are exempt from the corporate income tax and from taxes on
dividends, so they often face lower total taxes than corporations.) TPC finds that 79 percent
of the benefit of this tax cut would flow to filers with incomes above $1 million. And we
estimate that the 400 households with the highest incomes would receive an average tax cut
of $5.5 million from this provision alone.3

•

Repealing the estate tax. Because only the wealthiest 0.2 percent of estates pay this tax at
all, only the heirs of these estates would benefit from its repeal. The first $5.49 million of an
estate’s value (effectively $11 million for a couple) already is entirely exempt from the tax.

•

Cutting the corporate rate to 20 percent (from 35 percent). Mainstream economic
estimates conclude that the bulk of the benefit from cutting corporate tax rates goes to
investors and CEOs, not rank-and-file workers.4

•

Eliminating the Alternative Minimum Tax. This tax is designed to ensure that higherincome people who take large amounts of deductions and other tax breaks pay a minimum
level of tax.

In total, TPC estimates that the 1 percent of households would receive about 80 percent of the
framework’s net tax cuts in 2027, or more than $200,000 annually (an 8.7 percent boost in after-tax
income), and that the top 0.1 percent of households would receive roughly 40 percent of the
framework’s net tax cuts, or more than $1 million annually (a 9.7 percent boost in after-tax income).5
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Little Discernible Benefit for Struggling Working Families
The Republican leaders’ framework adjusts numerous individual income tax provisions, but the
end result would likely be close to a wash for many low- and middle-income families. The
document’s rhetoric focuses on changes benefiting these households, such as the proposed increases
in the standard deduction and Child Tax Credit. In many cases, however, these benefits are offset
by other provisions in the framework, such as the elimination of personal exemptions and the
increase in the bottom marginal rate from 10 percent to 12 percent for some filers.
The framework is missing important details, such as the amount of the increase in the maximum
Child Tax Credit. But the framework does indicate that amounts above $1,000 per child would not
be refundable, which also was the case under the Better Way plan. If the framework follows the
Better Way plan here, a broad swath of low- and middle-income working families likely would see
little overall benefit. For example, assuming an increase in the maximum Child Tax Credit of $500,
to $1,500 per child (as the Better Way plan did), then:6
•

A married couple with one child claiming the standard deduction would get no tax cut if
they earn $24,850 or below.7

•

A married couple with one child earning $48,700 (the median income in 2015 for a workingclass family of that size8) and claiming the standard deduction would get a net tax cut of just
$180.9

Making the same assumptions, TPC estimates that overall, the plan would deliver only 13 percent
of its tax cuts to the bottom 80 percent of households, and those households’ after-tax incomes
would rise by less than half a percent, on average (compared to the roughly 10 percent boost in
income that those in the top 0.1 percent would enjoy).
While the framework states that “the committees will work on additional measures to
meaningfully reduce the tax burden on the middle-class,” the document suggests that’s more of an
afterthought than a central theme of the plan. It stands in contrast to the quite specific proposals
that would deliver a windfall for the nation’s wealthiest people.
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