


Meet your instructors…

• Michael Linden
• Senior Policy Fellow, Washington Center for Equitable 

Growth
• michaelslinden@gmail.com

• David S. Mitchell
• Senior Fellow, Tax & Regulatory Policy, Washington Center 

for Equitable Growth
• dmitchell@equitablegrowth.org
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September 27: Contours of current U.S. tax policy

Today: Most persuasive, evidence-backed arguments for how the tax code 
affects economic growth

 …More TBA

Overall Objective: You leave with the knowledge and confidence you need to 
make sense of the tax code and advise your boss in next year’s high-stakes 
debate.

Tax 101
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Outline for today

• Review basic tax facts 
• Debunking trickle-down growth theory
• Evidence-backed growth arguments

• Combat inequality 
• Make high-return public investments 
• Encourage competition and innovation & discourage gaming

• Illustrative policy examples
• Q&A

4



Basic Tax Facts
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Debunking Trickle Down

9



10



11



12



13



Real Pro-Growth Reform
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Three mechanisms:
1) Combat inequality 
2) Make high-return public investments 
3) Encourage competition and innovation & 

discourage gaming



Combat inequality

• Underlying economics
• Inequality obstructs, distorts, and subverts
• Mobility 

• State of play
• Income, wealth, race, gender

• Role of taxes
• Types of taxes: corporate, estate, payroll
• Preferences for capital over labor
• Upside-down tax expenditures
• Marginal rates at the top
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Source: Jonathan D. Ostry and others, “Redistribution, Inequality, and Growth” (Washington: International Monetary Fund Staff Discussion Note, 
2014), available at https://www.imf.org/external/pubs/ft/sdn/2014/sdn1402.pdf. 

https://www.imf.org/external/pubs/ft/sdn/2014/sdn1402.pdf
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Source: Josh Bivens & Asha Banerjee, “Inequality’s drag on aggregate demand: The macroeconomic and fiscal effects of rising income shares of 
the rich” (Washington: Economic Policy Institute, 2022), available at https://www.epi.org/publication/inequalitys-drag-on-aggregate-demand/. 

https://www.epi.org/publication/inequalitys-drag-on-aggregate-demand/
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Richest 400 billionaires now pay less than most Americans
Effective tax rate, by income group
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Source: Thomas Piketty and others, “Optimal Taxation of Top Labor Incomes:  A Tale of Three Elasticities,” American Economic 
Journal: Economic Policy 2014, 6(1): 230–271.
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Top tax rates have been cut dramatically
The top marginal tax rate, by type of income

Source: Tax Policy Center
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Percent change in after-tax income, by income group, from 
the Trump Tax Cuts, 2025

Source: Tax Policy Center
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Average tax cuts, by income group, from the Trump Tax Cuts, 
2025

Source: Tax Policy Center



High-return public investments

• Underlying economics
• Public investments work

• Early childhood, physical & social infrastructure, research & development, climate
• Crowd-in

• Managing fiscal risk
• State of play

• We’re underinvesting and mismanaging risk
• Role of taxes

• Raise revenue!
• Closing the tax gap
• Global tax deal
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Encourage competition and innovation

• Underlying economics
• Corrective taxes vs. revenue-raising taxes
• Negative externalities, including super-normal returns
• Positive externalities, including green tech

• State of play
• Widespread monopoly power
• Complex and ineffective incentives
• Wasteful tax planning

• Role of taxes
• Tax negative externalities & subsidize positive externalities!
• Reduce artificial, game-able distinctions
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Huge tax cuts for major corporations
Effective tax rates in the years preceding and following the Trump tax law

Source: Matthew Gardner and others, “Corporate Taxes Before and After the Trump Tax Law” (Washington: Institute on Taxation 
and Economic Policy, 2024), available at https://itep.org/corporate-taxes-before-and-after-the-trump-tax-law/. 

https://itep.org/corporate-taxes-before-and-after-the-trump-tax-law/


39

Source: Sandy Brian Hager & Joseph Baines, “Does the US Tax Code Encourage Market Concentration? An Empirical Analysis of the Effect of the 
Corporate Tax Structure on Profit Shares and Shareholder Payouts” (New York: Roosevelt Institute, 2023), available at 
https://rooseveltinstitute.org/publications/does-the-us-tax-code-encourage-market-concentration/. 

https://rooseveltinstitute.org/publications/does-the-us-tax-code-encourage-market-concentration/
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Source: Juan Montecino and others, “Evaluating the Harris and Trump Corporate Tax Proposals” (Washington: American University 

Institute for Macroeconomic & Policy Analysis 2024), available at 
https://aura.american.edu/articles/report/Evaluating_the_Harris_and_Trump_Corporate_Tax_Proposals/27139092?file=49516074. 

https://aura.american.edu/articles/report/Evaluating_the_Harris_and_Trump_Corporate_Tax_Proposals/27139092?file=49516074
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Source: Thomas Piketty and others, “Optimal Taxation of Top Labor Incomes:  A Tale of Three Elasticities,” American Economic 
Journal: Economic Policy 2014, 6(1): 230–271.
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Illustrative Policy Examples
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POTENTIAL POLICIES

THREE PRO-GROWTH MECHANISMS

Combat inequality Raise revenue Encourage productive 
economic behavior

Raise corporate income tax rate

Raise top individual income tax 
rates

Raise capital gains/dividends 
taxes

Tax carbon Depends on rebate Depends on rebate

Increase EITC/CTC/PTC No, but pro-growth 
public investments

Incentivize private investment 
in R&D and/or physical capital 
(accelerated depreciation)

Mixed

Extend Sec. 199A pass-
through/qualified business 
income deduction

[INSERT YOUR IDEA HERE!]



Questions?

• Michael Linden
• Senior Policy Fellow, Washington Center for Equitable 

Growth
• michaelslinden@gmail.com 

• David S. Mitchell
• Senior Fellow, Tax & Regulatory Policy, Washington Center 

for Equitable Growth
• dmitchell@equitablegrowth.org
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