Il TEP

NNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNN

A Distributional Analysis
of Kamala Harris’
Tax Plan

October 2024

By Steve Wamhoff, Michael Ettlinger, Erika Frankel, Matt
Gardner, Galen Hendricks, and Joe Hughes



ITEPor

Impact Of Kamala Harris' Tax
Proposals by Income Group

Taken together, the tax changes proposed by Vice President Kamala Harris
would raise taxes on the richest 1 percent of Americans while cutting taxes on
all other income groups.

If these proposals were in effect in 2026, the richest 1 percent of Americans
would receive an average tax increase equal to 4.1 percent of their income. Other
income groups would receive tax cuts, including an average tax cut equal to 2.7
percent of income for the middle fifth of Americans and an average tax cut equal
to 7 percent of income for the poorest fifth of Americans.

FIGURE 1

Lower-Income Americans See Largest Tax Cut
from Harris Tax Proposals

Average tax change by income group in 2026

+4.1%

Tax cut ‘
. -0.7%
-1.4%
-1.8%
-2.7%
-3.8%
-7.0%
Poorest Second Middle Fourth Next Next Richest
20% 20% 20% 20% 15% 4% 1%
o $28,600 - $55,100 - $94,100 - $157.500 - $360,000 - $914,900
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Source: Institute on Taxation and Economic Policy, October 2024




This analysis includes tax proposals Harris has explicitly announced and others
that are major pieces of President Biden's tax agenda, which Harris has said she
would pursue and which are consistent with her campaign pledges:

Extending the temporary provisions in
the 2017 tax law fully for those with
incomes of less than $400,000 but with
strict limits on benefits for those with
incomes above $400,000

Helping workers and families with
proposals related to raising children and
obtaining health coverage, assisting
service workers, and making housing

Scaling back existing tax breaks on
capital gains and dividends for those
with incomes of more than §1 million
(and in some cases far more)

Reforming the corporate tax code to
scale back recently enacted breaks and
long-standing loopholes that have been
shown to increase income inequality
and racial inequality’

more affordable

Reforming the taxes that fund Medicare,
which would raise taxes on those with
incomes of more than $400,000

As illustrated in Figures 2 and 3, the different parts of Harris’ tax plan affect
income groups quite differently.

For example, Harris’ proposal to extend the temporary 2017 tax provisions —
aside from those that mainly benefit taxpayers making more than $400,000 —
would cut taxes for all income groups but would provide the smallest tax cut, as
a share of income, for the richest 1 percent.

Her proposals for workers and families — including a large expansion of the Child
Tax Credit - would be very targeted to those who most need help and would,

for example, provide the poorest fifth of Americans with tax cuts equal to 6.5
percent of their income.

Other proposals — reforming Medicare taxes, scaling back tax breaks for capital
gains and dividends, and reforming corporate taxes — are all designed to raise
taxes on very well-off households.
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FIGURE 2

Average Tax Changes from Harris' Tax Proposals,
by Category, as a Share of Income in 2026

Income group (income range)

Poorest Second Middle Fourth Next Next Richest

Category 20% 20% 20% 20% 15% 4% 1%
(SO - (528,600 - ($55,100 - ($94,100 - ($157,500 - ($360,000 - ($914,900

$28,600) $55,100) $94,100) $157,500) $360,000) $914,900) and above)

2017 Tax Law Extensions -0.7% -1.2% -1.4% -1.3% -1.6% -1.4% -0.5%
Families and Workers -6.5% -2.8% -1.5% -0.7% -0.2% 0.0% 0.0%
Medicare Taxes 0.0% 0.0% 0.0% 0.0% 0.0% +0.2% +1.1%
Capital Gains and Dividends 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% +2.4%
Corporate Taxes +0.2% +0.2% +0.2% +0.2% +0.3% +0.5% +1.2%
TOTAL tax change =7.0% =-3.8% -2.7% -1.8% =-1.4% =-0.7% +4.1%

Source: Institute on Taxation and Economic Policy, October 2024

FIGURE 3

Average Tax Changes from Harris' Tax Proposals,
by Category, in 2026

Income group (income range)

Poorest Second Middle Fourth Next Next Richest

Category 20% 20% 20% 20% 15% 4% 1%
(S0 - (528,600 - ($55,100 - (894,100 - ($157,500 - ($360,000 - ($914,900

$28,600) $55,100) $94,100) NEYA00) $360,000) $914,900) and above)

2017 Tax Law Extensions -$110 -$510 -$1,020 -$1,580 -$3,460 -$7,320 -$15,520
Families and Workers -$1,050 -$1,150 -$1,100 -$890 -$380 -$110 -$910
Medicare Taxes ¢} SO SO SO S0 +$960 +$32,950
Capital Gains and Dividends $0 $O $0 $O $O $O +$69,740
Corporate Taxes +$30 +$80 +$140 +$240 +$740 +$2,900 +$35,200
TOTAL tax change =-$1,130 -$1,580 -$1,980 =-$2,230 -$3,100 -$3,570 +$121,460

Source: Institute on Taxation and Economic Policy, October 2024
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This analysis includes tax changes proposed by Harris with explicit details

as well as the tax proposals offered by President Biden for which she has
expressed support since becoming a candidate for President. For any of her
proposals that lack detail, this analysis interprets them in the most
straightforward manner possible. The analysis looks first to how Vice President
Harris and her campaign have described the proposals. In addition, to the extent
the proposals align with proposals in Congress, the details of those proposals
are used to inform the analysis.

Different interpretations of the proposals are possible. The appendix details
how the different proposals are distributed by income in our analysis. Within the
range of plausible interpretations, the overall conclusion that the Harris tax plan
would raise taxes on the richest Americans and cut taxes on the rest overall is
unaffected.

FIGURE 4

Impacts of Harris Tax Proposals in 2026

Income Income Average Average Tax Tax Change as
Group Range Income Change % of Income
Poorest 20% $0 - $28,600 $16,200 -$1,130 -7.0%
Second 20% $28,600 - $55,100 $41,300 -$1,580 -3.8%
Middle 20% $55,100 - $94,100 $72,800 -$1,980 -27%
Fourth 20% $94,100 - $157,500 $124,500 -$2,230 -1.8%
Next 15% $157,500 - $360,000 $220,000 -$3,100 -1.4%
Next 4% $360,000 - $914,900 $531,000 -$3,570 -0.7%
Richest 1% $914,900 and above $2,963,400 +$121,460 +4.1%
All U.S. Residents $130,600 -§$770 =-0.6%

Source: Institute on Taxation and Economic Policy, October 2024
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Overview of Vice President Harris’
Tax Proposals

The appendix at the end of this report includes estimates that are broken down
into each category described here.

Partly extend the temporary 2017 tax provisions

Extend the changes in income tax brackets and rates while restoring the top
rate of 39.6 percent for high-income taxpayers as spelled out in President
Biden’s budget plans.? (The top rate of 39.6 percent would apply to single
filers with taxable income of more than $400,000 and married joint filers
with taxable income of more than $450,000, adjusted for inflation.)

Extend the increase in the standard deduction and Child Tax Credit and the
provision that offsets most of the costs by repealing personal exemptions.

Extend the more generous exemption from the Alternative Minimum Tax but
phase the benefit out rapidly for those with incomes above $400,000.

Extend the elimination of some itemized deductions. Also extend the
elimination of the overall limit on itemized deductions (often called Pease)
but only for those with adjusted gross income below $400,000. This
analysis assumes that Harris would not extend the cap on deductions for
state and local taxes (SALT).

Extend the special 20 percent deduction for pass-through business income,
but rapidly phase out the deduction for those with taxable income beyond
$400,000.

Allow the provision cutting the estate tax to expire completely.

Proposals for families and workers

Expand the Child Tax Credit. This includes reviving the expansion that

was in effect in 2021, which increased the credit from $2,000 to $3,000 for
children ages 6 through 17 and to $3,600 for children ages 0 through 5. This
also includes Harris’ proposal to increase the credit to $6,000 for babies in
their first year.
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Make permanent a recent expansion of tax credits subsidizing health care
insurance premiums under the Affordable Care Act.

Exempt tips for service and hospitality workers making up to $75,000 from
income tax.

Expand access to affordable housing by creating a tax credit for first time
homebuyers, expanding the Low-Income Housing Tax Credit (LIHTC), and
creating a Neighborhood Homes Tax Credit that would incentivize building
and rehabilitating owner-occupied homes.

Reforms to the taxes that fund Medicare

Close loopholes in the additional Medicare tax on wages and the Net
Investment Income Tax, which were both intended to ensure that well-

off people pay a 3.8 percent tax on most types of income to help finance
Medicare. This proposal would close loopholes that currently allow certain
business profits to escape both taxes.

Raise the top marginal rate on both taxes from 3.8 percent to 5 percent for
income exceeding $400,000.

Reforms to the taxation of capital gains and dividends

Reduce, but not eliminate, the special break that taxes certain investment
income at lower rates than income from work. Harris’ proposal would raise
the top personal income tax rate on long-term capital gains and qualified
dividends from 20 percent to 28 percent for taxable income in excess of $1
million.

Tax unrealized gains in excess of $5 million (in excess of $10 million for a
married couple) on assets passed on to heirs.

Impose a new minimum tax of 25 percent on extremely wealthy taxpayers'’
annual income including unrealized capital gains. This is the Billionaires'
Minimum Income Tax, proposed by President Biden, which would be phased
in for taxpayers with a net worth between $100 million and $200 million.
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Corporate tax reforms
Raise the statutory corporate tax rate from 21 percent to 28 percent.

Raise the rate of the corporate minimum tax (enacted as part of the
Inflation Reduction Act) from 15 percent to 21 percent.

Strengthen the existing limit on deductions that corporations take for
compensation in excess of $1 million paid to any executive or other
employee.

Enact reforms that would ensure offshore profits of U.S. corporations are
taxed at a rate of at least 21 percent, block corporate inversions, and enact
an undertaxed profits rule for profits of foreign corporations operating in the
U.S.

Increase the excise tax rate on stock buybacks (enacted as part of the
Inflation Reduction Act) from 1 percent to 4 percent.
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Appendix: Methodology

ITEP uses the ITEP Microsimulation Tax Model to analyze most proposals to
modify the personal income tax or social insurance taxes.

The model combines data from the Internal Revenue Service, the U.S. Census
Bureau's American Community Survey, and numerous other sources to create a
valid representation of the U.S. population, including federal filers and nonfilers.?

Its structure mirrors models at the federal level maintained by the congressional
Joint Committee on Taxation, the U.S. Treasury Department, and the
Congressional Budget Office, and at the state level by the Minnesota Department
of Revenue and other state agencies. Microsimulation modeling is widely
regarded as the best approach to tax policy analysis because of its ability to
account for overlapping and interacting tax provisions and to produce results
that are representative of the full population.

In some instances, this analysis also incorporates other data sources. For
example, the housing related provisions were analyzed using data from the
American Housing Survey in conjunction with the ITEP Microsimulation Model.
In addition, for the Low-Income Housing Credit expansion, data on that program
from the Department of Housing and Urban Development was used.

As Congress’ official revenue estimators, the staff of the Joint Committee on
Taxation (JCT) assume that changes to the income tax rates applying to long-
term capital gains cause well-off people to change their behavior in certain ways
to avoid any rate increase or exploit any rate cut. While recent research suggests
that JCT is currently underestimating how much revenue can be raised by
increasing income tax rates on capital gains, this analysis nonetheless adopts
an approach that we believe is similar to that of JCT in order to have estimates
consistent with those used by lawmakers.* Like JCT and other analysts, we do
not include these behavioral impacts in our estimates of how particular income
groups are affected but we do incorporate them into our estimates of revenue
impact when they are significant. Among Harris's plans, only her proposal to
raise the top income tax rate on capital gains might have a behavioral impact
significant enough to include in this analysis.

For Harris' proposals to change corporate taxes, ITEP generally begins with
revenue estimates from the Department of the Treasury for the most significant
proposals in President Biden's budget submissions to Congress, which Harris
has said she generally supports.®
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While corporate taxes are paid directly by corporations, they are indirectly paid
by individuals, most of whom are relatively well-off holders of corporate stocks
and bonds. To estimate how the corporate tax changes would indirectly affect
individuals across different income groups, we adopt the approach used by the
Joint Committee on Taxation and assign the full impact to owners of capital as
our analysis examines the immediate impact of such a change in the first year it
would be in effect.® This includes foreign owners of stocks in U.S. corporations.

Today it is unclear what fraction of U.S. stocks are assumed to be foreign owned
under JCT's analyses, but others find it is now much higher than previously
believed. Steve Rosenthal and Theo Burke at the Tax Policy Center estimated

in 2019 that foreign investors owned 40 percent of the shares in American
corporations.” (This figure has recently been updated to 42 percent, but ITEP
uses the 40 percent estimate for simplicity and because the difference between
these figures is small.)®
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APPENDIX Tables

Download appendix data here

Total Impacts (in 1,000s) of Harris Tax Proposals If Fully in Effect in 2026

Income Group

Poorest 20%
Second 20%
Middle 20%
Fourth 20%
Next 15%
Next 4%

Richest 1%

All U.S. Residents

Foreign Investors/
Consumers

Significant
Behavior Effects

REVENUE IMPACT

Rates and
Brackets

-$22,100
-$5,895,600
-$23,723,800
-$46,841,400
-$70,865,300
-$7,138,200

-$31,069,600

-$185,562,900

-$185,562,900

Extensions/Partial Extensions of 2017 Tax Law

Standard
Deduction,
Child Credit,
Exemptions

-$3,828,500
-$11,539,600
-$11,182,200

-$7,171,400

+$1,738,100

-$1,169,900

-$745,500

-$34,038,700

-$34,038,700

Individual
AMT

-$20,700
-$83,100
-$314,900
-$990,100
-$16,816,400
-$37,407,600

-$104,000

-$55,883,500

-$55,883,500

Itemized
Deductions

+$8,300
+$294,000
+$1,242,900
+$3,107,600
+$6,597,100
+$2,467,600

+$4,846,000

+$17,381,800

+$17,381,800

Pass-Through
Businesses

-$92,500
-$731,800
-$1,587,900
-$3,174,300
-$11,178,900
-$7,819,500

-$6,900

-$24,594,200

-$24,594,200

Estate Tax

$0
$0
$0
$0
$0
$0
$0

$0

$0

Child Tax
Credit

-$29,052,800
-$27,142,700
-$19,038,900
-$17,138,000
-$7,430,500
-$271,500

-$9,100

-$101,422,500

-$101,422,500

Families and Workers

Expand Health
Premium
Credits

-$2,066,600
-$5,305,600
-$6,346,200
-$3,378,500
-$1,157,800

-$2,600

-$300

-$18,267,400

-$18,267,400

Exempt Tips
from Personal
Income

-$188,400
-$1,170,500
-$1,505,000

-$193,500

-$32,700
-$5,200

-$200

-$3,095,400

-$3,095,400

Housing Tax
Proposals

-$5,310,300
-$6,553,300
-$11,577,100
-$10,136,500
-$1,697,200
-$516,100

-$1,566,500

-$37,365,300

-$37,365,300

Close
Loopholes

$0

S0

$0

$0

+$2,800
+$1,467,600

+$19,297,700

+$20,768,100

+$20,768,100

Medicare Taxes

Raise Top
NIIT Rate

$0

S0

$0

$0

+$9,800
+$1,614,800

+$18,101,200

+$19,725,800

+$19,725,800

Raise Top Rate
HI Wage Tax

+$1,900
+$1,700
+$2,100
+$3,100
+$84,700
+$3,597,000

+$20,076,800

+$23,840,200

+$23,840,200

Capital Gains & Dividends

Gains/Dividens
>$1M

$0
$0
$0
$0
$0
+$17,200

+$71,347,300

+$71,364,500

-$37,989,900

+$33,374,600

Billionaires
Minimum Tax

$0
$0
$0
$0
$0
$0

+$50,310,000

+$50,310,000

+$50,310,000

Raise Rate
to 28%

+$570,600
+$1,303,000
+$2,584,700
+$4,510,100
+$9,877,600
+$10,371,700

+$31,528,800

+$60,914,200

+$40,609,500

+$101,523,666

Corporate Tax Changes

Minimum Tax
Rate at 21%

+$66,100
+$150,900
+$299,400
+$522,400
+$1,144,100
+$1,201,300

+$3,651,800

+$7,055,400

+$4,703,600

+$11,759,000

Executive
Compensation

+$106,900
+$244,100
+$484,100
+$844,700
+$1,850,000
+$1,942,600

+$5,905,200

+$11,409,000

+$7,606,000

+$19,015,000

International
Changes

+$283,400
+$647,300
+$1,283,900
+$2,240,300
+$4,906,500
+$5,152,000

+$15,661,300

+$30,258,000

+$20,172,000

+$50,430,000

Stock
Buybacks

+$84,200
+$192,300
+$381,400
+$665,500
+$1,457,500
+$1,530,400

+$4,652,100

+$8,988,000

+$5,992,000

+$14,980,000

TOTAL
COMBINED
IMPACTS

-$39,460,500
-$55,588,900
-$68,997,500
-$77,130,000
-$81,510,600
-$24,968,400

+$211,876,100

-$138,214,900

+$79,083,100

-$37,989,900

-$97,121,734

Average Impacts in Dollars of Harris Tax Proposals If Fully in Effect in 2026

Income Group

Poorest 20%
Second 20%
Middle 20%
Fourth 20%
Next 15%
Next 4%

Richest 1%

All U.S. Residents

Rates and
Brackets

$0
-$170
-$680
-$1,340
-$2,710
-$1,020

-$17,810

-$1,050

Extensions/Partial Extensions of 2017 Tax Law

Standard
Deduction,
Child Credit,
Exemptions

-$110
-$330
-$320
-$210
+870
-$170

-$430

-$190

Individual
AMT

$0

$0
-$10
-$30
-$640
-$5,360

-860

-$320

Itemized
Deductions

$0
+§10
+840
+$90
+$250
+$8350

+$2,780

+$100

Pass-Through
Businesses

$0
-$20
-$50
-$90
-$430
-$1,120

S0

-$140

Estate Tax

$0
$0
$0
$0
$0
$0
$0

$0

Child Tax
Credit

-$830
-$780
-$550
-8490
-$280

-$40

-$10

-$580

Families and Workers

Expand Health
Premium
Credits

-$60
-$150
-$180
-$100

-$40

$0
$0

-$100

Exempt Tips
from Personal
Income

-$10
-$30
-840
-$10
$0
$0
$0

-$20

Housing Tax
Proposals

-$150
-$190
-$330
-$290
-$60
-$70

-$900

-$210

11

Close
Loopholes

$0
$0
$0
$0
$0
+$210

+$11,060

+$120

Medicare Taxes

Raise Top
NIIT Rate

$0
$0
$0
$0
$0
+$230

+$10,380

+$110

Raise Top Rate
HI Wage Tax

$0
$0
$0
$0
$0
+$520

+811,510

+$140

Capital Gains & Dividends

Gains/Dividens
>$1M

$0
$0
$0
$0
$0
$0

+$40,900

+$410

Billionaires
Minimum Tax

$0
$0
$0
$0
$0
$0

+$28,840

+$290

Raise Rate to
28%

+$20
+$40
+$70
+$130
+$380
+$1,490

+$18,070

+$350

Corporate Tax Changes

Minimum Tax
Rate at 21%

$0

$0
+$10
+$810
+$40
+$170

+$2,090

+$40

Executive
Compensation

$0
+$10
+$10
+$20
+$70
+$280

+$3,390

+$60

International
Changes

+$10
+$20
+$40
+$60
+$190
+8740

+$8,980

+$170

Stock
Buybacks

$0
+$10
+$10
+$20
+$60
+$220

+$2,670

+$50

TOTAL
COMBINED
IMPACTS

-$1,130
-$1,580
-$1,980
-$2,230
-$3,100
-$3,570

+8121,460

-§770
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APPENDIX Tables (continued)

Average Impacts as Share of Income of Harris Tax Proposals If Fully in Effect in 2026

Income Group

Poorest 20%
Second 20%
Middle 20%
Fourth 20%
Next 15%
Next 4%

Richest 1%

All U.S. Residents

Rates and
Brackets

0.0%

-0.4%

-0.9%

-1.1%

-1.2%

-0.2%

-0.6%

-0.8%

Extensions/Partial Extensions of 2017 Tax Law

Standard
Deduction,

Child Credit,

S
-0.7%

-0.8%

-0.4%

-0.2%
+0.0%

0.0%

0.0%

-0.1%

ITEPor

Individual
AMT

0.0%

0.0%

0.0%

0.0%

-0.3%

-1.0%

0.0%

-0.2%

Itemized
Deductions

0.0%

0.0%

0.0%

+0.1%

+0.1%

+0.1%

+0.1%

+0.1%

Pass-Through
Businesses

0.0%
-0.1%
-0.1%
-0.1%
-0.2%
-0.2%

0.0%

-0.1%

Estate Tax

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

Child Tax
Credit

-5.1%

-1.9%

-0.7%

-0.4%

-0.1%

0.0%

0.0%

-0.4%

Families and Workers

Expand Health
Premium
Credits

-0.4%
-0.4%
-0.2%
-0.1%
0.0%
0.0%

0.0%

-0.1%

Exempt Tips
from Personal
Income

0.0%
-0.1%
-0.1%

0.0%

0.0%

0.0%

0.0%

0.0%

Housing Tax
Proposals

-0.9%
-0.5%
-0.5%
-0.2%
0.0%
0.0%

0.0%

-0.2%

Close
Loopholes

0.0%
0.0%
0.0%
0.0%
0.0%
0.0%

+0.4%

+0.1%

Medicare Taxes

Raise Top
NIIT Rate

0.0%
0.0%
0.0%
0.0%
0.0%
0.0%

+0.4%

+0.1%
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Raise Top Rate
HIl Wage Tax

0.0%
0.0%
0.0%
0.0%
0.0%
+0.1%

+0.4%

+0.1%

Capital Gains & Dividends

Gains/Dividens
>$1M

0.0%
0.0%
0.0%
0.0%
0.0%
0.0%

+1.4%

+0.3%

Billionaires
Minimum Tax

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

+1.0%

+0.2%

Raise Rate to
28%

+0.1%

+0.1%

+0.1%

+0.1%

+0.2%

+0.3%

+0.6%

+0.3%

Corporate Tax Changes

Minimum Tax
Rate at 21%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

+0.1%

0.0%

Executive
Compensation

0.0%
0.0%
0.0%
0.0%
0.0%
+0.1%

+0.1%

0.0%

International
Changes

+0.1%
0.0%
+0.1%
0.0%
+0.1%
+0.1%

+0.3%

+0.1%

Stock
Buybacks

0.0%
0.0%
0.0%
0.0%
0.0%
0.0%

+0.1%

+0.0%

TOTAL
COMBINED
IMPACTS

-7.0%

-3.8%

2.7%

-1.8%

-1.4%

-0.7%

+4.1%

-0.6%
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