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DISTRIBUTION AND COST OF BUSH TAX CUTS

A

According to Citizens for Tax Justice (CT]), “The Bush tax cuts provide extremely wealthy families
with vast benefits. The richest one percent of families will get an average tax cut of $92,000 in 2010,
including cuts in income and estate taxes. The average income for families in the top one percent will be

$1.6 million in 2010.”1
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From 2001-2006, Congress has passed cuts that
almost entirely reduced the most progressive federal
taxes- income and estate taxes- while only 12 percent of
tax units in the bottom income quintile received any
benefit.2 As a result, individuals in the lowest quintile
only received an average of about $20 in tax savings in
2006 while the richest 1 percent saw tax savings of
around $44,000 on average.3

As seen in Figure 1 and as Thomas Piketty and
Emmanuel Saez state, “The progressivity of the U.S.
federal tax system at the top of the income distribution
has declined dramatically since the 1960s.”* While tax
rates have sharply declined for the top earners, the
incomes of these same people have risen drastically as
well. Arloc Sherman of the Center for Budget and Policy
Priorities writes, “Between 1979 and 2006, real after-tax
incomes rose by 256 percent-or $863,000- for the top 1
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Highest-Income Households Have Seen Sharp Drops in Tax Rates
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* For a discussion of the methodology Piketty and Saez use to calculate 2004 tax rates, see page 3.

Source: Aviva Aron-Dine, “New Study Finds ‘Dramatic’ Reduction
since 1960 in the Progressivity of the Federal Tax System,” CBPP,
Mar 29, 2007.
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households and 11 percent- or $1,600- for households in the bottom fifth.”> The declining tax rates
coupled with the accelerating income gains of the top earners has resulted in a sharp increase in the
economic wealth divide between the top one percent of households and the rest of the country. This
wealth divide has doubled since the mid-1980s,° reaching its greatest difference in 2006 since 1929.7

With all of the provisions that Congress has passed in the last twenty years to cut taxes, Congress
has not coupled these cuts with reduction in their spending, leading to serious deficits and an increase in
the national debt. According to a 2008 report by G. Lieserson and ]. Rohaly of the Urban-Brookings Tax
Policy Center, “The largest revenue loss—$1.35 trillion over ten years—came from the Economic Growth
and Tax Relief Reconciliation Act of 2001 (EGTRRA). The Jobs and Growth Tax Relief Reconciliation Act of
2003 (JGTRRA) reduced revenues by another $350 billion (again over the subsequent decade).
Subsequent legislation cut taxes further... The tax cuts total almost $2.2 trillion over
ten years.”8

. . Also, CT] concluded that Bush tax cuts that
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