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Areas of Focus

• Review of a Typical Individual Income Tax Return

• Family and Worker Tax Credits

• How do Passthrough Businesses Pay Taxes?

• Is the Tax Code Progressive?

• Tax Cuts and Jobs Act (TCJA) Expirations 
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Worker and Family Tax Credits

ARPA Policy, 2021 TCJA Policy, 2022–2025 Post-TCJA Policy, after 2025

Maximum Credit $3,600 for children under age 
6; $3,000 for children age 6 
to 17

$2,000 for children under age 
17

$1,000 for children under age 17

Amount 
Refundable

Fully refundable regardless of 
income

Partially refundable up to 
$1,600, indexed to inflation until 
it reaches $2,000

Full amount refundable 
depending on earned income

Phase-in and 
phase-out

No phase-in

Expanded $1,600 or $1,000 
phases out by $50 for each 
$1,000 of income above 
$112,500 for head of 
household filers and 
$150,000 for joint filers, then 
follows TCJA

Refundable amount calculated 
by multiplying earned income 
above $2,500 by 15%

Phases out by $50 for each 
$1,000 of AGI above $200,000 
for single filers and $400,000 for 
married filing jointly

Refundable amount calculated 
by multiplying earned income 
above $3,000 by 15%

Phases out by $50 for each 
$1,000 of AGI above $75,000 
for single filers and $110,000 for 
joint filers
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Earned Income Tax Credit (2024 values)
Filing Status No Children 1 Child 2 Children 3+ Children

Single or 
Head of 
Household

Income at Max Credit $8,260 $12,390 $17,400 $17,400

Maximum Credit $632 $4,213 $6,960 $7,830

Phaseout Begins $10,330 $22,720 $22,720 $22,720

Phaseout Ends (Credit 
Equals Zero) $18,591 $49,084 $55,768 $59,899

Married Filing 
Jointly

Income at Max Credit $8,260 $12,390 $17,400 $17,400

Maximum Credit $632 $4,213 $6,960 $7,830

Phaseout Begins $17,250 $29,640 $29,640 $29,640

Phaseout Ends (Credit 
Equals Zero) $25,511 $56,004 $62,688 $66,819
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Tax Cuts and Jobs Act Expirations

• Enacted in 2017, ideas date back to at least early 2010s

• Temporarily changed most aspects of the individual income tax code

• Permanently changed some aspects of the corporate tax code

• Look at changes altogether, not in isolation
• Cut taxes for 80% of taxpayers; raised taxes for 5% of taxpayers
• Simplified the system overall

• Individual changes are scheduled to expire after the end of 2025

• Several corporate changes expired already, more to change after 2025
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Revenue Costs of TCJA Individual 
Permanence

• Making the expiring individual and estate tax changes permanent would 
decrease federal revenue by $2.6 trillion on a conventional basis and by 
$2.2 trillion on a dynamic basis. 

• Incorporating added interest costs, the deficit impact would be $3 trillion 
on a conventional basis and $2.6 trillion on a dynamic basis. 

• Without other offsets, the long-run debt-to-GDP ratio would increase by 
20.0 percentage points (conventional) or 16.1 percentage points (dynamic) 
above its baseline of 231.8 percent.
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Economic Benefits of TCJA Individual 
Permanence

• Making the expiring individual and estate tax changes permanent would 
increase GDP by 0.5 percent and employment by 686,000 full-time 
equivalent jobs.

• The main driver of the increase in output and work is the reduction in 
ordinary income tax rates and the widening of tax brackets, which reduces 
marginal tax rates on work and investment across income levels.

• The base broadeners have a partially offsetting effect by bringing more 
income into the tax base and increasing marginal tax rates. 
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Distributional Effect of TCJA Individual 
Permanence
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Options for Policymakers – Broadening the 
Tax Base

• Individual TCJA permanence will require offsets to avoid increasing the 
deficit. One option is to explore further base broadening.

• Major options could include eliminating the SALT deduction, the mortgage 
interest deduction, the capital gains exclusion on principal residences, and 
the tax treatment of employer-sponsored insurance and fringe benefits.

• These changes can be paired with deeper reforms to individual and 
business taxes to lower tax rates, promote growth and simplify the tax 
system.
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Wrapping Up

Rate The individual income tax is a marginal tax rate structure, where every dollar of income above each 
threshold is taxed at a higher rate

Base The individual income tax base includes wages, interest and dividends, business income and 
capital gains. However, the federal income tax base is made narrower by various deductions and credits

Family and Worker Tax Credits The individual income tax provides substantial payments to workers and 
families with children through the earned income and child tax credits

Progressivity The individual income tax is highly progressive and the federal tax system is progressive 
overall

2025 Expirations Making permanent the TCJA individual tax cuts would be pro-growth but comes at a 
revenue cost. Base broadeners and pro-growth reforms should be considered



Questions?

Garrett Watson
gwatson@taxfoundation.org

@GS_Watson
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