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The Tax Cuts and Jobs Act (“TCJA”) increased U.S. economic growth, investment, and wages

e Prior to enactment of the TCJA, the Congressional Budget Office (“CBO”) forecast gross domestic
product (“GDP”) growth of 2.2% in 2018 and 1.7% in 2019. In fact, real GDP grew by 3.0% in 2018
and 2.6% in 2019 after enactment of TCJA.2 U.S. real GDP grew about one-percentage point faster
than that of Europe and faster than every other G7 country in both 2018 and 2019.3

e Research by nonpartisan Joint Committee on Taxation (“JCT”) and Federal Reserve economists
concludes that an additional $1 of corporate income tax reduces GDP 2-3 times as much as $1 of
payroll tax and twice as much as $1 of personal income tax. Reducing this inefficiency by lowering
corporate taxes increases growth. The corporate tax changes in the TCJA increased the annual GDP
growth rate by about 0.2%. Every dollar of reduction in the tax on corporations in the TCJA resulted
in $0.44 of additional GDP.4 In 2018, corporate tax reductions increased GDP by at least $40 billion.

e Encouraged by the deduction for foreign derived intangible income (“FDII”), many companies
repatriated significant amounts of intellectual property (“IP”) from abroad. According to the JCT,
payments to U.S. corporations for use of IP more than doubled from $190 billion in 2017 to $386
billion in 2021, consistent with corporations both repatriating IP and developing new IP in the United
States.5 Overseas payments to U.S. corporations increased from $136 billion in 2017 to $336 billion
in 2021 (the most recent year for which data are available).¢

e Since enactment of the TCJA, companies brought back more than 70% of their overseas earnings — a
total of $2.7 trillion — as compared to 35% prior to the TCJA. That is $1.5 trillion more cash.”

e JCT identified the extension of bonus depreciation as an “important contributor to increased
investment incentives” created by the TCJA.8

e According to a study by four economists, including a Biden Treasury official, “the reduction in the
corporate rate and full expensing of investment stimulated domestic investment substantially,” with
investment increasing by 20% for the average company.?

¢ Real median household income increased by $6,160 in 2018 and 2019 after enactment of TCJA, more
than in the previous 10 years combined.1° In the years after passage of the TCJA, the lowest 10% of
income earners saw 40% higher growth in incomes than those in the top 10%.11 At the end of 2020,
median real earnings for all wage earners were 9% higher than they were before the enactment of the
TCJA three years earlier. That’s more than triple the 2.7% increase over the prior 3 years, more than
double the 4.5% increase from 2013-2016, and the fastest growth over 3 calendar years ever
recorded.2

e Many groups that historically faced economic disadvantages in the labor market benefited from the
strong economy in 2018 and 2019. The unemployment rates for African Americans (5.3%), Hispanics
(3.9%), and those with less than a high school education (4.8%) fell to the lowest rates ever before
seen since the data series were first reported in 1972, 1973, and 1992, respectively.!3

¢ From 2017 to 2019, total poverty and child poverty fell at the fastest rates since the 1960s.14

e The JCT originally estimated the macroeconomic growth generated by the TCJA would increase
revenue by $451 billion through 2027.15 The CBO increased that estimate to $520 billion.16

e Corporate income tax revenues were at a record high in 2021 and 2022. They were higher in 2021,
2022, and 2023 than CBO forecast in June 2017, the last forecast prior to enactment of the TCJA.

e While CBO estimated there were more than 5 companies that moved their headquarters abroad per
year prior to the TCJA, costing the U.S. Treasury billions in corporate income tax revenue each year,”
the Tax Policy Center concluded that there have been no major tax-motivated corporate expatriations
since the enactment of TCJA,8 keeping jobs and revenue in the United States.
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U.S. GDP Growth Post-TCJA Outpaced Previous Forecasts and Other Developed

Countries
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Corporate Royalty Income More than Doubled Post-TCJA, Consistent with
Corporations Repatriating IP and Developing New IP in the United States
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Foreign Royalty Income Increased 147%, Consistent with Corporations
Repatriating IP and Developing New IP in the United States

2021, $336

Pre-TCJA Trend

Billions of Dollars
L AL L L p
()

S
S

150 ce-e-t.l

2017, $136

2003 2005 2007 2009 2011 2013 2015 2017 2019 2021
Source: IRS, Statistics of Income, Form 1118.

Real Median Household Income Rose by More in the Two Years after
Enactment of the TCJA than in the Prior Ten Years Combined
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