




Assaf & Wuorio - Page 14 
 

The following Program Summary by Appropriations Account and Budget Activity (Page 

14), provided by the IRS, emphasizes this point:  
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Secondly, the current Internal Revenue Code implemented and enforced by the IRS is 

considered to be overly complex, confusing, and inadequate in serving its purpose. In an article 

published by Forbes, author Bill Frenzel writes, “The U.S. tax code is a hopelessly complex 

mess, antithetical to growth, and is crammed with conflicting incentives, which screams for 

reform” (Frenzel, 2013). From a political standpoint, Frenzel notes that Democrats prefer tax 

expenditures for the less affluent, while Republicans prefer tax expenditures to stimulate 

economic growth. In general, Frenzel alludes to the fact that individuals, small businesses, and 

even corporate entities find difficulty in following tax law. His opinion on the possibility of tax 

reform, to omit these confusions, is pessimistic. He writes:  

“There is little agreement on how to repair it. My preferences are necessary, just, and 
ordained in heaven. Your preferences are unnecessary, unjust and counter-productive. 
Tax reform is the most difficult and complicated piece in the U.S. budget battle. It is 
integral to both the Republican House and the Democratic Senate budgets. As in every 
budget item, there is a conservative vs. liberal confrontation, but tax reform is loaded 
with more confusing detail, and it adds extra layers of difficulty to the budget debate” 
(Frenzel, 2013). 

 
According to a Taxpayer Advocate Service (TAS) analysis of IRS data, taxpayers and businesses 

in the United States spend about 7.6 billion hours a year complying with the filing requirements 

of the Internal Revenue Code (TAS Research, 2008). 

 Written in the 2008 Annual Report to Congress, TAS stated that the most serious 

problem taxpayers face in the modern-world, today is the complexity of the Internal Revenue 

Code. The researchers seek to consider the following: 

1. The 7.6 billion hours a year does not “even include the millions of additional hours 

that taxpayers spend when they are required to respond to an IRS notice or an audit.” 

2. “If tax compliance were an industry, it would be one of the largest in the United 

States. To consume 7.6 billion hours, the “tax industry” requires the equivalent of 3.8 
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million full-time workers.” 

3. “Compliance costs are huge both in absolute terms and relative to the amount of tax 

revenue collected. Based on Bureau of Labor Statistics (BLS) data on the hourly cost 

of an employee, TAS estimates that the costs of complying with the individual and 

corporate income tax requirements in 2006 amounted to $193 billion – or a staggering 

14 percent of aggregate income tax receipts” (TAS Research, 2008).  

In summary, the Internal Revenue Code is not only complex, but also expensive: both for the 

IRS and governmental entities, but additionally for taxpaying individuals, businesses, and 

corporations.  

The Issues of Tax on Small Business 
 

In relation to the complexity of the U.S. Tax Code, the Small Business Committee writes, 

“For newly established businesses, navigating the confusing rules and reporting requirements is 

extremely tough” (Small Business Committee, 2016). Studies have found that small firms – 

fewer than 20 employees – pay more than $1200 per employee to comply with the paperwork 

and recordkeeping required by tax law (Small Business Committee, 2016). According to 

Raymond J. Keating, Chief Economist of the Small Business & Entrepreneurship Council, who 

issued Small Business Tax Index 2015 and identified the “Best to Worst State Tax Systems for 

Entrepreneurship and Small Business” in April 2015, “tax increases at the federal level in recent 

years have raised costs and hurt the international competitiveness of U.S. small businesses and 

entrepreneurs” (Keating, 2015). The implications for small businesses at the federal tax level are 

more severe and aggregately more expensive than at the corporate level. Donald Marron of 
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Forbes Magazine testified before the House Small Business Committee in 2014. His opening 

remarks incorporated seven statements on the issues of tax on small business: 

1. “Tax compliance places a large burden on small businesses, both in the aggregate and 

relate to large businesses. 

2. Small businesses are more likely to underpay their taxes. 

3. The current tax code offers small businesses several advantages over larger ones. 

4. Several of those advantages expired at the end of last year and thus are part of the 

current “tax extenders” debate. 

5. Many small businesses also benefit from the opportunity to organize as pass-through 

entities such as S corporations, limited liability companies, partnerships, and sole 

proprietorships. 

6. Tax reform could recalibrate the tradeoff between structuring as a pass-through or as 

a C corporation.  

7. Tax reform could shift the relative tax burdens on small and large businesses” 

(Marron, 2014).  

Today, Self-employment tax is considered to be 15.3% on earnings up to $117,000, based 

on the net profit of the business. According to HR Block, a tax preparation company, this tax 

pays for the businesses social security and Medicare contributions. With net income above 

$117,000, earnings are subject to only Medicare tax (2.9%) (Slack, 2014). Additionally, concerns 

over small business deductions and credits, such as a deduction for a small business owner work 

from home, are currently being investigated. Small business owners today appear to be seeking 

simplicity of the tax code, simplicity of filing taxes in compliance of the tax code, and an 

updated tax policy that is useful for small business owners, rather than corporations.  
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Additional implications associated with starting a self-employed business venture 

include: income is taxable, despite any reinvestment in the business or organization (unlike 

corporations); filing requirements are constantly changing; quarterly estimated payments of tax 

implications are required; and small businesses are the IRS’ most audited returns (despite severe 

underfunding) (Slack, 2014). 

Corporate America Tax Problems 
 
 Today’s corporate tax rates, at 35%, is the world’s highest in a developed nation. This not 

only discourages businesses from incorporating in the United States, but also forces US 

investments to move to foreign nations, tax-free. According to Mihir Desai, professor at Harvard 

Law School, these high corporate tax rates lead to four major problems: 

1. High rates and a narrow base 

Due to the high tax rates relative to other countries, businesses leave the United States and this 

shrinks the tax base for the government to raise money. The cost of doing business in the United 

States has increased, and as a result real wages have decreased for workers. Talented individuals 

now create no economic value by focusing their talents into tax avoidance strategies. Further, 

firms such as retail stores that have less mobile options are hit disproportionately with high tax 

rates than other business types (Desai, 2012) 

    2.    The rise of non-corporate business income 

In 1986, non-corporate income was 20% of all business income. Today, however, this figure has 

risen to more than 50%. The creation of S-corporations, limited liability companies and the like 

have enabled a large group to reduce taxes through these created entities. Creating a corporation 

is no longer the ultimate goal for many businesses, due to the high tax rates (Desai, 2012). As of 
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2011, 54% of business income was earned through these pass-through entities and not through 

corporations facing higher rates (Rubin, 2016). 

3.    The globalization of firm activity 

Outsourcing has created an opportunity for companies to operate essential business functions 

outside of the country, such as payroll and other accounting practices. The United States taxes its 

citizens based on worldwide income, but offers credits to limit double taxation. This has led to 

US citizens keeping more investments offshore and decreased investments in the United States 

economy, which has had a twofold negative effect (Desai, 2012). 

4.   The decoupling of financial and taxable income 

Because firms wish to minimize taxable income, they engage in tax avoidance policies and skew 

accounting methods to lower taxes. At the same time, these firms show profits to worldwide 

markets and present healthy companies to lure investors. Manipulating depreciation methods as 

well as off-balance sheet activities such as leases enables companies to have very different 

financial versus taxable incomes (Desai, 2012). 

The Lengthy Reform Process 
 

Another issue with taxation in the United States resides with the lengthy amount of time 

it takes to pass new tax legislation. The process is quite bureaucratic, and requires consensus 

with both Democrats and Republicans- a large feat in today’s partisan atmosphere. The last 

fundamental tax reform occurred in 1986, which is further proof that today’s Internal Revenue 

Code is hard to change. Because the code is over 5600 pages, filing taxes and creating new tax 

law is both difficult and complex.  There are administrative sources of tax law, which are issued 

by the Treasury Department or the IRS. Judicial sources of tax law include the Tax Court, which 
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was established in 1942 to give remedies for individuals and corporations accused of tax 

malpractice (Hasseldine, 2015). 

The passage of tax legislation is arduous. Bills must first be passed through the House 

Ways and Means Committee, put to a vote to the full House, then next to the Senate Finance 

Committee and full Senate, and finally sent to the President for final approval. This process can 

take years, and by the time bills are presented to the President they are likely quite different than 

what was originally proposed. To further confound this lengthy process, there are many lobbying 

efforts (such as Grover Norquist’s Americans for Tax Reform) and these are powerful players 

who sway votes.  In all, the process to change tax law is a complex and often unsuccessful 

process and is the reason that tax law has not been greatly reformed in recent years.  

Taxing the Wealthy: Too Much or Not Enough? 
 
 Another issue that Americans have with today’s current taxation system is that they 

believe personal income taxes are inequitable. From the liberal perspective, many believe that 

millionaires should be paying more and that the poor should have tax cuts. Conversely, 

conservatives predominately believe that taxing the wealthy decreases their spending in the 

economy and that lower taxes across the board would be best for all. 

There are seven different rates of federal income taxes, with taxes based on a percentage 

rate for incremental income. Different rates are used for single or married taxpayers (which can 

confuse filers due to issues such as divorce or death within the year, as well as a “head of 

household” label with different rates.) The United States has a progressive tax system, but many 

argue that the highest income should have a higher marginal tax rate than exists. The rich often 

attempt to lower taxable income through investments and alternate means of property, as they are 
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not incentivized to cross into higher brackets and face higher taxes for their current income. 

Accordingly, these brackets “distort incentives and benefit mainly richer folk, but are hard to 

keep track of because their cost stays off the government’s books.” Further, an average 

individual tax filing consumes about eight hours and the overall inconvenience of filing costs up 

to 1.3% of United States GDP (The Economist, 2016). 

III: The 2016 Presidential Candidates 

Democratic Party Frontrunners 

Hillary Clinton 

Overall Plan 
 
 Former United States Secretary of State, Hillary Clinton, is seeking to “make the tax code 

even more progressive than it is today” (Sahadi, 2016). In typical Democratic fashion, she is 

seeking to utilize the top 1 percent of taxpayers in the United States to fund government 

programs and initiatives: she seeks to add a 4 percent surtax on income over $5 million and cap 

the tax benefit of itemized deductions at 28 percent of the deduction, to name a few initiatives of 

her campaign (Clinton, 2016).  

 According to Clinton’s Tax Platform, Hillary will: 

1. “Give working families a raise, and tax relief that helps them manage rising costs. 

2. Create good-paying jobs and get pay rising by investing in infrastructure, clean 

energy, and scientific and medical research to strengthen our economy and growth.  

3. Close corporate tax loopholes and make the most fortunate pay their fair share” 

(Clinton, 2016). 
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Her platform seeks to align itself with the traditional tax viewpoints of the Democratic party. Her 

platform proposals greatly take into account the impacts on the American middle class, by 

redistributing wealth from the top to the bottom. According to Tax Policy Center director Len 

Burman, however, “[Clinton’s plan] would make the tax code more complex” than it already is: 

a perceived issue in modern-day federal taxation (Sahadi, 2016). 

Small Business 
 

Though not fully developed, Clinton’s campaign seeks to be viewed as the Small 

Business Candidate. Clinton seeks to “simplify taxes for millions of small businesses - and allow 

small businesses to write off investments” (Clinton, 2016). She notes, “Today, the smallest firms 

spend 20 times as much in money and hours filling out their taxes compared to their larger 

competitors.  Over the coming weeks and months, Clinton will offer new plans to simplify tax 

filing for millions of small businesses and allow small businesses to immediately deduct 

expenses, letting them expand their investments, hiring, and growth” (Clinton, 2016).  

 The four key elements of Clinton’s plan for small businesses include: cutting red tape for 

small businesses, expanding access to capital, providing tax relief and tax simplification, and 

expanding access to new markets. 

Corporate America 
 
 Clinton, as identified in her “Make it in America” proposal, recognizes that outsourcing 

of United States employment, specifically related to manufacturing, is a way for Corporate 

America to avoid Federal taxation. Her campaign writes, “Businesses participating in Hillary’s 

strategy would pledge not to shift jobs or profits gained from “Make it in America” incentives to 

other countries by outsourcing production or “inverting” to move their residence abroad and 
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avoid paying their fair share of U.S. taxes” (Clinton, 2016). Her philosophy seeks to minimize 

support to companies who avoid taxation responsibility.  

 She believes “we need a broader conversation on reforming our business tax code” and 

“simply cannot wait to prevent inversions and related transactions that threaten to further erode 

our tax base” (Clinton, 2016). Her campaign seeks to prevent United States based companies to 

merge with foreign companies for the sole purpose of reducing tax obligations. Her proposal 

“will prevent inversions and related transactions driven by tax planning to lower corporate tax 

bills” (Clinton, 2016).  In summary, Clinton seeks to prevent ‘inversions’ that erode the tax base: 

entirely block inversions that are likely to be the most abusive through a 50% merger threshold; 

ensure that companies leaving the U.S. pay an “exit tax” on what they owe on their overseas 

earnings; and limit the ability of multinationals to engage in “earnings stripping” (Clinton, 2016). 

 Clinton’s campaign notes that “Even though the U.S. has a 35% top statutory rate, 

loopholes and distortions mean that some of the largest U.S. multinationals that are pursuing 

inversions already often face low effective tax rates” (Clinton, 2016).  

Taxation of the Wealthy 
 

Informally referred to as the “so-called Buffett Rule”, Clinton would require those with 

adjusted gross income over $1 million to pay a minimum of 30% of their income in taxes. 

Additionally, according to an article posted on Cnn.com, Clinton would impose a 4% surcharge 

on adjusted gross income over $5 million (Sahadi, 2016). Secondly, high-income investors, 

according to Clinton’s tax reform plan, would be subject to higher capital gains taxes, as well. In 

the current tax code system, high-income investors pay a 20 percent tax on realized gains from 

investments held more than a year. Under Clinton’s plan, taxes on realized gains from 
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investments will increase to between 24 and 39.6 percent (Hillary Clinton, 2016). The 20 percent 

tax will be preserved, but only for investments held for more than six years.  

According to a report issued in March of 2016, the top 1 percent of households in the 

United States will see tax burden increase by more than $78,000 on average, reducing after-tax 

income by 5 percent, respectively (Sahadi, 2016). This redistribution of wealth from the 

wealthiest of Americans mirrors the traditional Democratic view on taxation. 

Bernie Sanders 

Overall Plan 
 

A campaign built on Sanders’ self-proclaimed “democratic socialism,” Vermont Senator 

Bernie Sanders’ tax reform looks to Wall Street, the wealthy, and large corporations to “pay their 

fair share” (Sanders, 2016). According to Sanders’ campaign, he would seek to establish four 

new brackets: 37 percent, 43 percent, 48 percent, and 52 percent, the top 52 percent bracket 

referring to taxable income over $10 million (Sanders, 2016). Unorthodox to traditional 

Democratic view, all tax brackets would increase by 2.2 percent – including the tax brackets 

associated with the American middle class. Sanders’ plan identifies health are premiums, 

employer-side payroll tax and these tax bracket increases as primary revenue sources to fund 

government programs.  

Additionally, Sanders’ proposes an increase in employer-side payroll tax of 6.2 percent 

and the creation of a new payroll tax of 0.2 percent to fund paid family leave (a conventional tax 

seen in European countries) (Sanders, 2016). Sanders’ proposal aligns with the Democratic view 

of redistributing wealth, however proposes significant tax increases on the middle class. 
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According to Tax Policy Center, an independent analysis firm, Sanders’ plan would raise taxes, 

in some cases, well beyond recent historical experience (Sammartino et al, 2016). 

Small Business 
 
 Sanders’ tax platform currently does not have a specified proposal related to the effects of 

federal taxation on small business. It is possible, through professional judgement and related 

research as to the taxation on Corporate America and wealthy Americans, that Sanders’ will 

reduce the tax burden on small businesses, as the tax burden on larger businesses will increase.  

Corporate America 
  
 Sanders’ tax platform seeks to implement the “Rebuild America Act” which looks to end 

corporate-level tax avoidance by reevaluating inversions, tax loopholes, and profit sharing 

(Sanders, 2016). Currently, as described by Sanders’ campaign, his plan would generate $1 

trillion in revenue over 10 years by focusing efforts on reducing tax avoidance on corporate 

offshore income. According to Tax Policy Center, Senator Sanders’ plan does the following: 

“Senator Sanders proposes a number of measures to change the tax treatment of foreign 
profits earned by US multinational corporations. Such measures include (1) ending 
deferral of federal income taxes on profits of foreign subsidiaries, (2) imposing a per 
country limit on foreign tax credits to end cross-crediting, (3) limiting corporate 
inversions, and (4) preventing earnings stripping” (Sammartino et al, 2016).  

 
In essence, Sanders’ plan for Corporate America focuses on foreign revenues and income earned 

by multinational corporations. As demonstrated in his generic tax plan – which seeks to fund 

government programs through the redistribution of wealth – it is apparent Sanders’ wishes to 

increase the tax burden on American-based companies and companies that choose to utilize the 

United States to perform transactions or business.  

 Comparatively, Sanders’ campaign platform writes: 
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“Sanders will crack down on corporate tax avoiders: end the rule allowing American 
corporations to defer paying federal income taxes on profits of offshore subsidiaries; 
prevent corporations from avoiding U.S. taxes by claiming to be a foreign company 
through the establishment of a post office box in a tax haven country; eliminate tax 
breaks for big oil, gas, and coal companies; prevent American companies from avoiding 
U.S. taxes by corporate inversions; and close loopholes that allow U.S. corporations to 
artificially inflate or accelerate foreign tax credits” (Sanders, 2016).  

Taxation of the Wealthy 
 
 Sanders’ platform has succeeded in describing “an enormous transfer of wealth from the 

middle class and the poor to the wealthiest people in this country” (Sanders, 2016). As a result, 

his tax platform – as it relates to taxation of the wealthy – seeks to reduce income and wealthy 

inequity by: 

“Demanding that the wealthy and large corporates pay their fair share in taxes. As 
president, Sen. Sanders will stop corporations from shifting their profits and jobs 
overseas to avoid paying U.S. income taxes. He will create a progressive estate tax on the 
top 0.3 percent of Americans who inherit more than $3.5 million. He will also enact a tax 
on Wall Street speculators who caused millions of Americans to lose this jobs, home, and 
life savings” (Sanders, 2016).  

Republican Party Frontrunners 

Ted Cruz 

Overall Plan 
 

By far, Senator Cruz has the most revolutionary approach to tax reform. He wishes to 

completely overhaul the current system, and abolish the IRS as it is today. Senator Cruz’s tax 

plan centers around a flat tax system, where all aspects of income are taxed at a single rate. 

While this will reduce taxes for many, this system is largely seen as regressive in that a 10% tax 

of income for a low-income taxpayer is much more valuable to them as compared to a 10% tax 

of a billionaire’s income. Another of the key points of Senator Cruz’s tax plan is to make taxes 

simple to fill out each year. On his presidential campaign website, he is quoted as saying, 
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“Imagine a 10 percent income tax, with every American filling out his or her taxes on a postcard 

or iPhone app. And abolishing the IRS as we know it,” (Cruz, 2016).  

 Other key cuts in his tax plan is to abolish the Death Tax, Overseas Profit Tax, the 

Alternative Minimum Tax, and Obamacare Taxes through the repeal of Obamacare. Senator 

Cruz believes that repealing these taxes will save jobs and bring outsourced jobs back to the 

United States, due to the lowered corporate tax rate and simplicity in accounting. Senator Cruz 

advocates for a tax code that is simple and short, so that tax avoidance manipulation is not 

necessary nor available (Cruz, 2016).  

Small Business 
 
 All businesses, including small businesses not incorporated, will face a tax on net 

business sales of 16%. Through the simplification of tax methods, Senator Cruz wishes to reduce 

business taxes and incentivize new business growth. One of the biggest impacts that his plan 

involves the immediate expensing of all business equipment, to increase mining, energy, 

farming, ranching, and manufacturing business in the United States (Cruz, 2016).  

Corporate America 
 

The most sizable changes to the United States Taxation system would come from a 

complete repeal of the corporate tax rate, and instead a single business flat tax of 16% for all 

business types. By taxing solely off of net business sales (Gross sales less expenses and capital 

expenses), corporations will likely take advantage of investment options that will go untaxed. 

 Another key aspect of his plan is to return corporate overseas profits at a one-time 10% 

rate, which would add billions of dollars back to the United States from overseas. Cruz wishes to 

de-incentivize corporations from moving operations abroad and will offer the low 16% tax rate 
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to keep businesses in the United States (Cruz, 2016). Further, Cruz is thought to gather more 

revenue from corporations by using a Value Added tax system similar to the one used in Canada.  

Taxation of the Wealthy 
 

Cruz wishes to completely simplify personal income taxes, so that individuals are able to 

fill out their taxes on phones and take less time to do so. Regarding individuals, Cruz is a strong 

proponent of a single tax rate of 10% for all income, called the “Simple Flat Tax.” This 10% rate 

would completely replace the current seven rates and exempt the first $36,000 of income for a 

family of four. The standard deductions will increase to $10,000, with a level $4000 personal 

exemption. The Child Tax credit will be kept and the the Earned Income Tax credit will be 

further strengthened (Cruz, 2016).  

 This will impact the wealthy most because Cruz has vowed to cancel other tax 

exemptions, where traditionally the wealthy can shelter taxable income. However, it is 

undetermined whether this plan will either increase tax revenues or decrease them, as many 

sources debate the impact of this plan on the wealthy. 

A sample tax form is provided below for this new system:  
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Donald Trump 

Overall Plan 
 
 Donald Trump’s tax plan is less developed than Senator Cruz’s plan, yet shares some 

underlying principles of flat taxes and reducing the burden of corporate income taxes. Trump 

believes in simplifying the tax code, but does not go as far as abolishing the IRS. He is also 

supportive of abolishing the Death Tax. Due to these large tax cuts, Trump argues that his plan is 

revenue neutral because it will be paid for by: 

1. “Reducing or eliminating most deductions and loopholes available to the very 
rich. 

2. A one-time deemed repatriation of corporate cash held overseas at a significantly 
discounted 10% tax rate, followed by an end to the deferral of taxes on corporate 
income earned abroad. 

3. Reducing or eliminating corporate loopholes that cater to special interests, as well 
as deductions made unnecessary or redundant by the new lower tax rate on 
corporations and business income. We will also phase in a reasonable cap on the 
deductibility of business interest expenses” (Trump, 2016).  

Small Business 
 
 Trump supports lowering the business tax rate to a flat 15%, so that small businesses can 

thrive and enjoy lowered compliance costs. Trump believes that lowering personal income tax 

rates will further help small businesses, because sole proprietors today are taxed at high personal 

income tax rates through these flow-through entities. Another issue with small businesses is the 

cost of tax compliance, which Trump wishes to lower with simpler rates and less loopholes and 

deductions for businesses, which he believes will also negate tax avoidance (Trump, 2016).  

Corporate America 
 
 Donald Trump believes in lowering the corporate tax rate to a single 15% rate, 1 

percentage point lower than the rate of Senator Cruz’s tax plan. Trump promises to bring 
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multinational firms back to the United States by repatriating corporate tax dollars held overseas 

at a discounted, one-time 10% rate- which is identical to Senator Cruz’s plan. Trump cites that 

American businesses hold $2.5 trillion in cash overseas due to our high corporate tax rates, and 

that this must be solved to increase taxation of these profits. Another way that Trump wishes to 

change the corporate tax structure is to end the deferral of taxes earned abroad, which he hopes 

will bring more investments into the US economy (Trump, 2016).  

Taxation of the Wealthy 
 
According to the presidential platform website, 

“If you are single and earn less than $25,000, or married and jointly earn less than  
$50,000, you will not owe any income tax. That removes nearly 75 million households – 
over 50% – from the income tax rolls. They get a new one-page form to send the IRS 
saying, “I win,” those who would otherwise owe income taxes will save an average of 
nearly $1,000 each (Trump, 2016).” 
 

 Another factor in Trump’s tax plan is to reduce the number of brackets of marginal tax 

from seven to four brackets, with the top rate of 25%. According to his website, this eliminates 

the “Marriage Penalty” and the Alternative Minimum tax. Below reproduce these new four tax 

brackets: 
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 To pay for these lower personal income rates, Trump plans to phase in caps on personal 

income exemptions as well as certain business deductions. One important practice Trump does 

want to keep is charitable giving deductions, because he believes that individuals should have the 

ability to help others and receive a benefit for doing so. In all, it appears that the wealthy will pay 

less tax under this plan and that half of Americans will not owe any income tax (Trump, 2016). 

IV: Response to Candidate Tax Policies 

General Summary  
 
 When comparing the traditional Democratic view and the traditional Republican view, it 

is inherently obvious the parties share a significant divide on taxation: Republicans seek low 

taxes, Democrats seek to utilize revenues derived from taxation to fund government ventures and 

programs. It is often notably radical and unconventional for a candidate running for office – 

specifically presidency – to deviate from the norms of his or her party’s taxation viewpoints. 

However, as demonstrated by Senator Sanders’ “democratic socialism” which seeks to raise 

taxes on the American middle class, a typical no-go for Democratic party members, and Senator 

Cruz’s platform of abolishing the IRS and implementing a flat tax, anything is possible. 

 In today’s media and polls, reporting entities are considerably biased when broadcasting 

scholarly or academically-driven analysis on the candidate’s tax platforms. However, despite the 

persuasive reporting, notable differences between the candidate’s policies (both within and 

outside of one another’s parties) can be made. For example, between Hillary Clinton and Bernie 

Sanders’, both Democratic frontrunners seek to utilize wealthy or high-income American 

taxpayers as the primary sources for tax revenue. Between Donald Trump and Ted Cruz, both 

candidates seek to reduce the corporate tax burden – fully embodying the Republican viewpoint 
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on low taxes – and implement a less progressive, more flat-tax approach. Unanimously, all four 

candidates acknowledge a general issue with the current tax system: high corporate tax rate 

leading to corporate tax avoidance; an overly complex and ultimately confusing tax code; and 

unwanted implications on small business owners under the current system. Each candidate, 

however, approaches each issue very differently, or not at all. 

 According to PolitiFact, an online political website that is run by editors and reporters 

from the Tampa Bay Times, an independent newspaper in Florida, the authors write: 

“Republicans Donald Trump and Ted Cruz are both promising significant tax cuts across 
the board, largely benefitting the wealthy. Trump also wants to use the tax code to 
encourage companies to do business at home, while Cruz is for a one-rate-fits-all 
approach. On the Democratic side, Bernie Sanders is also advocating radical changes to 
the tax code, but he wants higher taxes on the super rich and to fund new government 
programs. Hillary Clinton targets the top income earners for tax increases through policy-
specific tweaks, but her plan is hardly a revolution” (Qiu, 2016). 

 
Is one considerably better than the other? The question is unanswerable, as the distinction 

between taxation reform and social reform are undeniable inseparable in today’s culture. In order 

to argue that one tax plan is significantly better than the other, one must ultimately make the 

distinction that less government involvement is better or worse than more government 

involvement in the day-to-day lives of Americans.  

Independent Analysis & Inconclusive Results 
 
 However, independent researchers have attempted to determine what tax plan is 

considered to be better, more efficient, and more reliable than the others. Addressing general 

issues such as effects on Gross Domestic Product (GDP) in the United States, effects on the 

United States deficit, and increases or decreases in federal tax revenues, wage rates, and the like, 

both Tax Policy Center and Tax Foundation have performed independent analyses on the four 
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political frontrunners. However, it is important to note that with any political system in the 

United States, biased information is often inevitable. The following will demonstrate the findings 

of both independent organizations for each of the 2016 Presidential Candidates.  

 Hillary Clinton 

The Tax Policy Center, in its abstract on Clinton’s tax proposal, noted the following:  

“Hillary Clinton proposes raising taxes on high-income taxpayers, modifying taxation of 
multinational corporations, repealing fossil fuel tax incentives, and increasing estate and 
gift taxes. Her proposals would increase revenue by $1.1 trillion over the next decade. 
Nearly all of the tax increases would fall on the top 1 percent; the bottom 95 percent of 
taxpayers would see little or no change in their taxes. Marginal tax rates would increase, 
reducing incentives to work, save, and invest, and the tax code would become more 
complex (Auxier et al, 2016).  

Analysts additionally noted that in addition to the $1.1 trillion increase in federal revenues, 

Clinton’s proposal will also generate an additional $2.1 trillion over the subsequent ten years 

(Auxier et al, 2016). 

 Tax Foundation, however, noted “Hillary Clinton’s plan would raise tax revenue by $498 

billion over the next decade on a static basis. However, the plan would end up collecting $191 

billion over the next decade when accounting for decreased economic output in the long run” 

(Pomerleau et al, 2016). Additionally, according to the Tax Foundation’s Taxes and Growth 

Model, “the plan would reduce GDP by 1 percent over the long-term due to slightly higher 

marginal tax rates on capital and labor” (Pomerleau et al, 2016). 

Bernie Sanders 
 
The Tax Policy Center, in its abstract on Sanders’ tax proposal, noted the following:  

 
“Presidential candidate Bernie Sanders proposes significant increases in federal income, 
payroll, business, and estate taxes, and new excise taxes on financial transactions and 
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carbon. New revenues would pay for universal health care, education, family leave, 
rebuilding the nation’s infrastructure, and more. TPC estimates the tax proposals would 
raise $15.3 trillion over the next decade. All income groups would pay some additional 
tax, but most would come from high-income households, particularly those with the very 
highest income. His proposals would raise taxes on work, saving, and investment, in 
some cases to rates well beyond recent historical experience in the US” (Sammartino, 
2016). 
 

Analysts at Tax Foundation, however, noted “Senator Sanders’s plan would raise tax revenue by 

$13.6 trillion over the next decade on a static basis. However, the plan would end up collecting 

$9.8 trillion over the next decade when accounting for decreased economic output in the long 

run” (Cole et al, 2016). Additionally, the Tax Foundation’s Taxes and Growth Model found “the 

plan would significantly increase marginal tax rates and the cost of capital, which would lead to 

9.5 percent lower GDP over the long term” (Cole et al, 2016). 

Ted Cruz 
 
According to Tax Policy Center, the analysists determined the following:  
 

“Presidential candidate Ted Cruz’s tax proposal would (1) repeal the corporate income 
tax, payroll taxes for Social Security and Medicare, and estate and gift taxes; (2) collapse 
the seven individual income tax rates to a single 10 percent rate, increase the standard 
deduction, and eliminate most other deductions and credits; and (3) introduce a new 16 
percent broad-based consumption tax. The plan would cut taxes at most income levels, 
although the highest-income households would benefit the most and the poor the least. 
Federal tax revenues would decline by $8.6 trillion (3.6 percent of gross domestic 
product) over a decade” (Rosenberg et al, 2016). 

 
Additionally, the analysts noted that “barring extraordinarily large cuts in government spending 

or future tax increases, it would yield persistently large, and unlikely unsustainable, budget 

deficits” (Rosenberg et al, 2016). However, Tax Foundation stated, “Senator Cruz’s plan would 

cut taxes by $3.6 trillion over the next decade on a static basis. However, the plan would end up 

reducing tax revenues by $768 billion over the next decade when accounting for economic 

growth from increases in the supply of labor and capital and the much broader tax base due to the 



Assaf & Wuorio - Page 35 
 

new value-added tax” (Pomerleau et al, 2015). Additionally, the Tax Foundation’s Taxes and 

Growth Model found “the plan would significantly reduce marginal tax rates and the cost of 

capital, which would lead to a 13.9 percent higher GDP over the long run” (Pomerleau, 2015). 

Donald Trump 
 
According to Tax Policy Center, the analysts determined the following:  

“His plan would significantly reduce marginal tax rates on individuals and businesses, 
increase standard deduction amounts to nearly four times current levels, and curtail many 
tax expenditures. His proposal would cut taxes at all income levels, although the largest 
benefits, in dollar and percentage terms, would go to the highest-income households. The 
plan would reduce federal revenues by $9.5 trillion over its first decade before accounting 
for added interest costs or considering macroeconomic feedback effects. The plan would 
improve incentives to work, save, and invest. However, unless it is accompanied by very 
large spending cuts, it could increase the national debt by nearly 80 percent of gross 
domestic product by 2036, offsetting some or all of the incentive effects of the tax cuts” 
(Nunns et al, 2015). 

 
Additionally, Tax Policy Center noted that Trump tax cuts would produce deficits of as much as 

$11.2 trillion over the next decade (Nunns et al, 2015). In comparison, Tax Foundation’s analysis 

found that Trump’s “plan would cut taxes by $11.98 trillion over the next decade on a static 

budget. However, the plan would end up reducing tax revenues by $10.14 trillion over the next 

decade when accounting for economic growth from increases in the supply of labor and capital” 

(Cole, 2015). Additionally, Tax Foundation’s Taxes and Growth Model noted that “the plan 

would significantly reduce marginal tax rates and the cost of capital, which would lead to an 11 

percent higher GDP over the long term provided that the tax cut could be appropriately financed” 

(Cole, 2015). 

Conclusion 
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Overall, after looking at all of the major candidate’s tax platforms it can be concluded 

that gridlock surrounding taxation will likely continue into the future. The steep divide among 

Democrats and Republicans over what is the “fair” amount of taxation for both individuals and 

businesses to pay continues to divide the parties. We found that there are no simple answers- 

taxation pulls at both financial and ethical sources of research and emotion. Balancing these 

conflicting sources of information leads to presidential candidates promising overarching reform, 

but most likely not being able to implement these reforms if elected. 

 To further complicate matters, looking at unbiased sources for information regarding the 

impacts of candidate tax plans leads to vastly conflicting accounts. Both the Tax Foundation and 

Tax Policy Center, well-known organizations for being unbiased, can offer different accounts for 

candidate tax plan impacts. The nature of tax research depends on too many variables for these 

evaluations of tax platforms to be very accurate or helpful to voters.  

 We also believe that the process of tax reform discourages change and encourages tax 

complexity. It is unlikely that any future president will be able to pass reform that is both lasting 

and revolutionary: historically, even moderate tax reforms have difficulty passing the legislative 

process. It is thus our prediction that taxation in the future will remain complicated and 

burdensome, much to the dismay of voters and taxpayers. 

 Change must come for the American tax system, in order for the United States to uphold 

its position as a worldwide economic superpower. It is likely that more corporations will move 

operations abroad due to high corporate rates, while individuals will always attempt to pay the 

least amount of taxes they can. It is both the challenge and opportunity for today’s political 

candidates to change the tax avoidance culture in the United States and bring about tax reform 

that is meaningful and long lasting.  
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