
                 
DISTRIBUTION AND COST OF BUSH TAX CUTS 

 
  According to Citizens for Tax Justice (CTJ), “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 

 
 
 
 
 
 
 
 
 

 

  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.”4  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 
percent of households, compared to 21 percent‐or $9,200‐ for households in the middle fifth of 

                                                        
1 Citizens for Tax Justice (CTJ), “President Bush Has Made Tax Day Easier for the Rich‐ at the Expense of Everyone Else,” Apr 
14, 2008.  
2 Leonard Burman, “Tax Fairness, the 2001‐2006 Tax Cuts, and the AMT,” Statement before the Committee on Ways and 
Means, Sept 6, 2007. 
3 Id. 
4 Thomas Piketty, Emmanuel Saez, “How Progressive is the U.S. Federal Tax System? A Historical and International 
Perspective,” National Bureau of Economic Research, No. 12404, Aug 2006. 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Lowest Quintile 25.1 0.5 0.7 1.0 -74 -12.6 0.0 0.8 -0.7 4.6

Second Quintile 81.5 0.3 2.5 7.3 -642 -17.0 -0.3 4.1 -2.2 10.8

Middle Quintile 94.8 0.2 2.5 11.2 -1,079 -10.5 0.0 10.9 -2.0 17.1

Fourth Quintile 95.9 0.2 2.6 15.8 -1,826 -9.0 0.3 18.3 -2.0 20.2

Top Quintile 93.1 0.0 4.0 64.6 -8,421 -10.1 0.1 65.8 -2.9 25.7

All 73.4 0.3 3.2 100.0 -1,934 -10.2 0.0 100.0 -2.5 21.6

Addendum

80-90 94.1 0.0 2.4 9.9 -2,548 -7.2 0.5 14.5 -1.8 23.1

90-95 89.9 0.0 1.9 5.3 -2,822 -5.4 0.5 10.6 -1.4 24.6

95-99 92.9 0.1 3.0 11.7 -7,670 -7.6 0.5 16.2 -2.2 26.0

Top 1 Percent 99.0 0.0 7.3 37.7 -97,028 -14.9 -1.3 24.6 -4.9 27.9

Top 0.1 Percent 99.5 0.0 8.2 19.7 -501,517 -15.4 -0.8 12.3 -5.3 29.3

Lowest Quintile 39,491 26.0 11,166 589 10,577 5.3 3.7 4.6 0.8

Second Quintile 33,367 21.9 29,131 3,784 25,348 13.0 8.1 9.3 4.4

Middle Quintile 30,543 20.1 54,009 10,308 43,701 19.1 13.8 14.7 10.9

Fourth Quintile 25,544 16.8 91,878 20,342 71,536 22.1 19.6 20.1 18.1

Top Quintile 22,575 14.8 292,812 83,747 209,065 28.6 55.2 51.8 65.7

All 152,206 100.0 78,753 18,905 59,848 24.0 100.0 100.0 100.0

Addendum

80-90 11,415 7.5 141,464 35,260 106,204 24.9 13.5 13.3 14.0

90-95 5,515 3.6 201,383 52,444 148,939 26.0 9.3 9.0 10.1

95-99 4,501 3.0 357,460 100,600 256,860 28.1 13.4 12.7 15.7

Top 1 Percent 1,143 0.8 1,990,331 652,471 1,337,859 32.8 19.0 16.8 25.9

Top 0.1 Percent 116 0.1 9,409,657 3,257,912 6,151,745 34.6 9.1 7.8 13.1

Source: Urban-Brookings Tax Policy Center Microsimulation Model (version 0308-5).

Number of AMT Taxpayers (millions).  Baseline: 18.2 Proposal: 33.4

(2) Tax units with negative cash income are excluded from the lowest income class but are included in the totals. For a description of cash income, see 

http://www.taxpolicycenter.org/TaxModel/income.cfm

(4) Includes both filing and non-filing units but excludes those that are dependents of other tax units.

(6) Average federal tax (includes individual and corporate income tax, payroll taxes for Social Security and Medicare, and the estate tax) as a percentage of average cash income.  

Percent of 

Total

1) Calendar year. Baseline is pre-EGTRRA law. Includes major individual income and estate tax provisions in EGTRRA 2001, JGTRRA 2003, WFTRA 2004, TIPRA 2006, PPA 2006, TIPA 2007, and ESA 2008.

(3) The cash income percentile classes used in this table are based on the income distribution for the entire population and contain an equal number of people, not tax units. The breaks are (in 2008 dollars): 20% $19,264, 40% 

$38,201, 60% $67,715, 80% $114,258, 90% $165,007, 95% $232,495, 99% $620,442, 99.9% $2,957,751.

(5) After-tax income is cash income less: individual income tax net of refundable credits; corporate income tax; payroll taxes (Social Security and Medicare); and estate tax.
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NEW STUDY FINDS “DRAMATIC” REDUCTION SINCE 1960 IN 
THE PROGRESSIVITY OF THE FEDERAL TAX SYSTEM 

Largest Reductions in Progressivity Occurred in 1980s and Since 2000 
By Aviva Aron-Dine 

 
 In a new study, Thomas Piketty and Emmanuel Saez, economists who have done groundbreaking 
work on the historical evolution of income inequality in the United States, examine how the 
progressivity of the federal tax system has changed over time.1  Unlike previous analyses, theirs 
examines effective federal tax rates going back to 1960, including income, payroll, corporate, and 
estate taxes, and provides data for income groups reaching up to the top one-hundredth of one 
percent (.01 percent) of the population.2  Several crucial findings emerge from their study.   
 

“The progressivity of the U.S. federal tax 
system at the top of the income distribution 
has declined dramatically since the 1960s.” As 
Figure 1 shows, since 1960, average federal tax 
rates for middle-income households have 
increased and then declined modestly.  Over the 
same period, high-income households saw sharp 
drops in their federal tax rates.   

 
Moreover, the drops were largest for the very 

highest-income households.  The average tax rate 
declined by a larger amount for households in the 
top one hundredth of 1 percent of the income scale 
(where incomes in 2004 averaged about $15 
million) than for households in the top tenth of 1 

                                                 
1 Thomas Piketty and Emmanuel Saez, “How Progressive Is the U.S. Federal Tax System? A Historical and International 
Perspective,” Journal of Economic Perspectives, Winter 2007.  Thomas Piketty is a professor of economics at the Paris School 
of Economics.  Emmanuel Saez is a professor of economics at the University of California Berkeley.  This analysis also 
relies on data the authors made available on the web:  http://elsa.berkeley.edu/~saez/jep-results-standalone.xls.   

2 A household’s effective tax rate is the share of its income actually paid in taxes, taking into account deductions, 
exclusions, and other provisions that raise or lower tax liability.  The Congressional Budget Office publishes data on 
effective federal tax rates going back to 1979 that include income, payroll, corporate, and excise taxes, but not estate 
taxes.  CBO examines income groups up to the top 1 percent, but not groups within the top 1 percent.  For those years 
and income groups for which CBO and Piketty and Saez both provide data, the trends in the data are very similar.   
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Source: Aviva Aron‐Dine, “New Study Finds ‘Dramatic’ Reduction 
since 1960 in the Progressivity of the Federal Tax System,” CBPP, 
Mar 29, 2007.   
  

Source: Urban-Brookings Tax Policy Center “Table T08-0151”; Urban-Brooking Tax 
Policy Center, taxpolicycenter.org/taxtopics/images/shares_of_tax_2010_1.gif 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Lowest Quintile 25.1 0.5 0.7 1.0 -74 -12.6 0.0 0.8 -0.7 4.6

Second Quintile 81.5 0.3 2.5 7.3 -642 -17.0 -0.3 4.1 -2.2 10.8
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Fourth Quintile 95.9 0.2 2.6 15.8 -1,826 -9.0 0.3 18.3 -2.0 20.2

Top Quintile 93.1 0.0 4.0 64.6 -8,421 -10.1 0.1 65.8 -2.9 25.7

All 73.4 0.3 3.2 100.0 -1,934 -10.2 0.0 100.0 -2.5 21.6
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80-90 11,415 7.5 141,464 35,260 106,204 24.9 13.5 13.3 14.0

90-95 5,515 3.6 201,383 52,444 148,939 26.0 9.3 9.0 10.1

95-99 4,501 3.0 357,460 100,600 256,860 28.1 13.4 12.7 15.7

Top 1 Percent 1,143 0.8 1,990,331 652,471 1,337,859 32.8 19.0 16.8 25.9

Top 0.1 Percent 116 0.1 9,409,657 3,257,912 6,151,745 34.6 9.1 7.8 13.1

Source: Urban-Brookings Tax Policy Center Microsimulation Model (version 0308-5).

Number of AMT Taxpayers (millions).  Baseline: 18.2 Proposal: 33.4

(2) Tax units with negative cash income are excluded from the lowest income class but are included in the totals. For a description of cash income, see 

http://www.taxpolicycenter.org/TaxModel/income.cfm

(4) Includes both filing and non-filing units but excludes those that are dependents of other tax units.

(6) Average federal tax (includes individual and corporate income tax, payroll taxes for Social Security and Medicare, and the estate tax) as a percentage of average cash income.  

Percent of 

Total

1) Calendar year. Baseline is pre-EGTRRA law. Includes major individual income and estate tax provisions in EGTRRA 2001, JGTRRA 2003, WFTRA 2004, TIPRA 2006, PPA 2006, TIPA 2007, and ESA 2008.

(3) The cash income percentile classes used in this table are based on the income distribution for the entire population and contain an equal number of people, not tax units. The breaks are (in 2008 dollars): 20% $19,264, 40% 

$38,201, 60% $67,715, 80% $114,258, 90% $165,007, 95% $232,495, 99% $620,442, 99.9% $2,957,751.

(5) After-tax income is cash income less: individual income tax net of refundable credits; corporate income tax; payroll taxes (Social Security and Medicare); and estate tax.
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households and 11 percent‐ or $1,600‐ for households in the bottom fifth.”5 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,6 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 J. 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, CTJ concluded that Bush tax cuts that 
benefited the top one percent in just 2008 alone 
totaled $79.5 billion, which is “more than the entire 
budget for the Department of Education this year ($68 
billion), almost twice as much as the entire budget for 
the Department of Homeland Security this year ($42.3 
billion) and over ten times as much as the budget for 
the Environmental Protection Agency ($7.5 billion).” 9  

 
 

                                                        
5 Arloc Sherman, “Income Gaps Hit Record Levels in 2006, New Data Show Rich‐poor Gap Tripled Between 1979 and 2006,” 
Center for Budget and Policy Priorities, Apr 17, 2009.  
6 Leonard Burman, “Tax Fairness, the 2001‐2006 Tax Cuts, and the AMT,” Statement before the Committee on Ways and 
Means, Sept 6, 2007. 
7 Id.; Arloc Sherman, “Income Gaps Hit Record Levels in 2006, New Data Show Rich‐poor Gap Tripled Between 1979 and 
2006,” Center for Budget and Policy Priorities, Apr 17, 2009 
8 Greg Lieserson & Jeffrey Rohaly, “Distribution of the 2001‐2006 Tax Cuts: Updated Projections, July 2008,” Urban‐Brookings 
Tax Policy Center, July 2008; Citizens for Tax Justice deduced that their calculation of the total cost of Bush’s tax cuts amounts 
to $2.5 trillion for 2001‐2010 in CTJ, “The Bush Tax Cuts Cost Two and a Half Times as Much as the House Democrats’ Health 
Care Proposal,” Sept 8, 2009.  
9 Citizens for Tax Justice (CTJ), “President Bush Has Made Tax Day Easier for the Rich‐ at the Expense of Everyone Else,” Apr 
14, 2008. 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5Budget numbers are taken from Historical Tables, Budget of the United States Government, Fiscal Year 2009,

p. 79,  http://www.whitehouse.gov/omb/budget/fy2009/pdf/hist.pdf.

either in the form of increased taxes or cuts in public services that Americans rely on. 

In fact, the White House has admitted this much by submitting budget proposals that
slash public services. Under the most recent Bush budget proposal, federal funding for
veterans’ benefits would be 9 percent lower in 2012, as a percentage of the economy,
than in 2008. Funding for education and social services would be a fifth lower, natural
resources and environmental programs over a fourth lower, transportation a third
lower and community development over 62 percent lower. Medicare spending in 2012
would be 9 percent lower than in 2008, as a percentage of the cost of maintaining
current services. 

If anything, these spending cuts are actually much smaller than what would be needed
to truly offset the costs of the Bush tax breaks.

Anyone who uses public roads, has children in public schools, relies on Medicare or
Medicaid, or cares about the environment will see a change in their quality of life
because of the reductions in public services resulting from the Bush tax cuts. 

A Question of Priorities

The cost of the Bush tax cuts going to just the richest one percent in 2008 (about $79.5
billion) is more than the entire budget for the Department of Education this year ($68
billion), almost twice as much as the entire budget for the Department of Homeland
Security this year ($42.3 billion) and over ten times as much as the budget for the
Environmental Protection Agency ($7.5 billion)5. 

“At a time when the United States
faces a war with no end in sight, a
health care crisis and the impending
retirement of the baby boomers,”
said CTJ director Robert McIntyre,
“the Bush Administration decided
its top priority would be making life
easier on tax day — for the richest
one percent of Americans.”

Costs of Tax Cuts for Richest 1 Percent in 2008 Compared to 
Spending on Other Priorities
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Source: Citizens for Tax Justice (CTJ), “President Bush Has Made Tax Day 
Easier for the Rich‐ at the Expense of Everyone Else,” Apr 14, 2008.  


