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The One, Big, Beautiful Bill

Encourages Growth and Prevents a Tax Hike on Most
Americans while Increasing Deficits

Tyler Parks, Director of Government Relations, tparks@taxfoundation.org

The Tax Foundation finds the One, Big, Beau-
tiful Bill (OBBB) will grow the economy by 1.2
percent and create 938,000 jobs. The tax and
spending changes will increase the 10-year
budget deficit by $3.0 trillion, accounting for
economic growth.

Boosts Long-Run Economic Growth
Through Expensing

Making bonus depreciation and the expensing
of domestic research and development costs
permanent adds 0.7 percent to the long-run
economy while costing $610 billion. The entire
tax title of the House-passed OBBB, which tem-
porarily extended those provisions, had about
the same growth impact while costing $4.0
trillion, or about seven times the cost.

Economic growth resulting from the tax provi-
sions pays for 19 percent, or $940 billion, of the
major tax cuts. The business provisions have
the highest bang for the buck in terms of reve-
nue cost for growth.

"One Big Beautiful Bill Act" FY 2025
Reconciliation Tax Package:
Topline Analysis

Gross Domestic Product (GDP)
Gross National Product (GNP)
Capital Stock
Pre-Tax Wages

Hours Worked Converted to
Full-Time Equivalent (FTE)
Jobs

10-Year Conventional Revenue
Estimate, 2025-2034
(Billions)

-$5,041.3

10-Year Dynamic Revenue
Estimate, 2025-2034
(Billons)

-$4,104.4

10-Year Dynamic Deficit
Increase Including Spending
Cuts, 2025-2034 (Billions)

$3,036.1

Source: Tax Foundation General Equilibrium Model, June 2025
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The law retains the House bill's temporary expensing for qualified structures, a smart addition that would
need to be made permanent for taxpayer certainty and long-run economic growth. The law also makes
permanent TCJA's less restrictive limitation on interest deductions and enacts a higher threshold for ex-
pensing certain equipment for smaller businesses (Section 179 expensing).
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Prevents Tax Hikes for Most Individual Taxpayers but Adds Substantial Complexity
The OBBB prevents an automatic tax hike on 62 percent of taxpayers. Permanently extending the TCJA’s

individual income tax reforms provides certainty and stability for households and locks in the simplifica-
tion from those reforms.

The law temporarily raises the state and local tax (SALT) deduction to $40,000 for 2025 and increases the
cap by 1 percent from that level through 2029, subject to a phaseout for taxpayers with incomes above
$500,000. After 2029, the SALT cap is set at $10,000 permanently. Notably, the alternative minimum tax
relief from the TCJA is extended but made less generous by reverting the phaseout thresholds to 2018
levels.

The law introduces temporary exemptions for tips, overtime, and auto loan interest as well as a larger
additional deduction for seniors, all set to expire after 2028. These provisions cost more than $350 billion
and complicate the tax code. The law permanently extends the 20 percent deduction on pass-through in-
come, costing $740 billion. (This deduction has also created $19 billion in annual compliance costs since
it was enacted in 2017, per Tax Foundation estimates.)

Critically, the law sets phaseout dates for or eliminates outright—as for electric vehicles and residential
energy products—most of the green energy tax credits, saving about $500 billion. However, it leaves com-
plicated bonus credit provisions intact and introduces new, cumbersome rules for eligibility.

There are at least 11 different savings accounts, each with its own set of complicated, restrictive rules.
Instead of simplifying and liberalizing these accounts, the law expands existing accounts and adds new
rules. The law created another, named “Trump Accounts,” seeded with $1,000 from the federal govern-
ment with less generous tax treatment than traditional retirement and education accounts.

Makes Permanent Fixes to the International Tax Code that Help US Competitive-
ness

Most importantly, the law’s major international changes are permanent, providing much-needed certainty
for businesses.

Another of the law’s strengths is the attention to detail on small “bug fixes”: changes that greatly simplify
at small cost, clarify longstanding issues, or remove unintended consequences. Many were introduced in
Sen. Tillis’ International Competition for American Jobs Act.

However, some of the changes would punish US business activity abroad, including higher tax rates on
GILTI, FDII, and BEAT relative to current policy and the elimination of qualified business asset investment
(QBAI).
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