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U.S. SENATE MUST PRESERVE MILLIONAIRES SURCHARGE IN
HOUSE-PASSED BUILD BACK BETTER PLAN

As President Biden and Congressional Democrats revise their economic plan, they should at a
minimum retain the tax surcharge on income for the very wealthy that’s already been passed
by the House of Representatives in the Build Back Better Act (BBBA)—a 5% surcharge on
incomes over $10 million and an additional 3% surcharge on incomes over $25 million. This
tax—which would affect only the richest 0.02% of taxpayers while raising $228 billion over 10
years—should not be eliminated or watered down.

The surcharge is the only tax increase in the House-passed bill that would specifically tax the
ultrarich, which is a priority for voters in poll after poll. In a recent CBS News poll, taxing the
wealthy was the second most important issue respondents wanted Democratic candidates to
focus on after inflation: 61% vs. 83%.

It would be remarkable and very unfortunate if Congress were to pass significant tax-reform
legislation and not specifically increase tax rates on billionaires and multi-millionaires. This
ultra-wealthy group was the chief beneficiary of the Trump-GOP tax cuts enacted in 2017, and
they have experienced extreme wealth growth in recent years, including during the past two
years of the pandemic when working families struggled to get by.

In fact, during the first two years of the pandemic, from March 2020 to April 2022, the wealth
of the nation’s 740 billionaires rose a staggering 70%, or by S2 trillion, based on ATF’s analysis
of Forbes data. According to the Federal Reserve, the top 1% of households saw their collective
wealth increase by $12 trillion (35.5%) since the pandemic began. That is $2.6 trillion more than
the bottom 90% of households gained during the same period.

CONGRESS SHOULD RESIST EFFORTS TO WEAKEN THE SURCHARGE

Congress should resist reported efforts to exempt certain kinds of income mostly received by
some of the highest-income Americans. This is especially true since tax data recently released
by ProPublica and analyzed by Americans for Tax Fairness (ATF) shows how little many of them
are paying now on their reported income and how much the surcharge would raise—over $8
billion a year—from just the nation’s 400 taxpayers with the highest incomes.

As the table below and this spreadsheet show, between 2013 and 2018 the 400 highest-income
Americans (as opposed to the wealthiest) collectively earned on average about $107 billion a
year and paid about $24 billion a year in taxes. That’s an effective tax rate of 22.4%, far below
the top statutory rate of 39.6% in place most of that time (in 2018 the top rate was 37%).
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https://www.whitehouse.gov/briefing-room/statements-releases/2021/10/28/president-biden-announces-the-build-back-better-framework/
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https://americansfortaxfairness.org/issue/recent-polling-tcja-taxing-wealthy-corporations/
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https://www.cbsnews.com/news/republicans-trump-loyalty-democrats-not-effective-opinion-poll-2022-05-22/
https://americansfortaxfairness.org/issue/tax-day-americas-working-families-paying-fair-share-americas-billionaires-not/
https://www.federalreserve.gov/releases/z1/dataviz/dfa/distribute/chart/
https://projects.propublica.org/americas-highest-incomes-and-taxes-revealed/
https://projects.propublica.org/americas-highest-incomes-and-taxes-revealed/
https://docs.google.com/spreadsheets/d/1hxUcsIQVEsWQ1nH7pkonmTJYF_PXILrCY2qA1S1emxk/edit#gid=1356893646
https://docs.google.com/spreadsheets/d/1hxUcsIQVEsWQ1nH7pkonmTJYF_PXILrCY2qA1S1emxk/edit#gid=1356893646
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Top 15 Earners Avg. Annual Avg. Annual Avg. Annual Avg. Annual Avg. An.nual Tax
2013 t0 2018 Inc:o.me Incon.nfe Tax BBB S.ur.charge Income Tax Rate Rate with BBB
($ millions) ($ millions) ($ millions) Surcharge

Top 400 Earners $107,184 $24,013 $8,075 22.4% 29.9%

Bill Gates $2,850 $524 $227 18.4% 26.4%
Michael Bloomberg $2,050 $84 $163 4.1% 12.0%

Jan Koum $1,930 $378 $153 19.6% 27.5%

Ken Giriffin $1,680 $491 $133 29.2% 37.1%
Laurene Powell-Jobs $1,570 $232 $124 14.8% 22.7%
Jeffrey Yass $1,300 $243 $103 18.7% 26.6%
John Overdeck $1,170 $400 $92 34.2% 42.1%
David Siegel $1,170 $370 $92 31.6% 39.5%
Larry Ellison $1,070 $233 $84 21.8% 29.7%
Steve Ballmer $1,050 $148 $83 14.1% 22.0%
Sergey Brin $1,040 $178 $82 17.1% 25.0%
Larry Page $990 $131 $78 13.2% 21.1%
Pierre Omidyar $866 $147 $68 17.0% 24.9%
Israel Englander $836 $257 $66 30.8% 38.7%
Jeff Bezos $832 $193 $65 23.2% 31.0%

Sources: ATF’s analysis of data from ProPublica America's Highest Earners and Their Taxes Revealed, April 13, 2022
H.R.5376 - Build Back Better Act (Sec. 138206), Nov. 19, 2021

Comparison to the income and taxes of everyday Americans during that same period is
startling. The average median income was around $62,000 from 2013-2018, and the average
taxpayer paid a federal rate of 13.3% in 2019. The average annual income of the 400 highest-
income taxpayers was about $107.2 billion between 2013-18, or $268 million per person on the
list. That means those at the pinnacle of the income pyramid had about 4,300 times more
coming in but paid a tax rate not even two times that of the average American.

Some of America’s richest billionaires paid much less than the 22.4% rate, or nothing at all:
Media mogul Michael Bloomberg paid 4.1%

Microsoft co-founder Steve Ballmer, 14.1%

Google co-founders Larry Page, 13.2%, and Sergey Brin, 17.1%

Microsoft founder Bill Gates, 18.4%

An earlier report from ProPublica revealed that in several recent years Bloomberg, Elon
Musk and Jeff Bezos, paid zero federal income tax despite their massive fortunes.

While the House-passed high-income surcharge would not entirely solve the problem of tax-
free billionaires and multimillionaires (that requires a more fundamental reform like a
billionaires income tax), it would reduce the scale of tax avoidance by the very rich. For
instance, ATF estimates the surcharge would have raised the tax rate paid by those 400 highest-
income Americans by one-third, from 22.4% to 29.9%.
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The $228 billion in revenue from the surcharge would be enough to fund many of the House-
passed BBBA initiatives to lower costs paid by working families for vital household expenses.
Public investments funded by the millionaires surcharge could reduce homecare costs paid by
families for elderly and disabled family members ($209 billion); or guarantee family and medical
leave for all workers ($205 billion); or offer free preschool for all 3 and 4-year-olds

(5214 billion); and lower rent and mortgage costs by increasing public and private housing
supplies (5151 billion).

If the surcharge is to be changed at all, it should be strengthened—such as by replacing it with
the Millionaires Surtax introduced in Congress in 2021 by Sen. Chris Van Hollen (D-MD) and
Rep. Don Beyer (D-VA). By lowering the threshold over which the tax is due to $2 million per
couple (S1 million per individual), the Millionaires Surtax would raise $635 billion over 10 years.
ATF estimates that this proposal would raise at least $10.6 billion a year from just the nation’s
400 highest income households, elevating their average tax rate to 32.2%.

EFFORTS TO WATER DOWN THE HIGH-INCOME SURCHARGE

Efforts have been reported to exclude at least one type of income from the high-income
surcharge: profits from pass-through businesses. There are also rumors that so-called “carried
interest” and capital gains income could also be exempted from the tax.

Though almost all American businesses—from corner grocers to Wall Street law firms—are
“pass-through” entities (sole proprietorships, partnerships or S-corporations), the income from
these businesses is highly concentrated. (They are called “pass-throughs” because profits and
losses pass through to the owners who pay any tax due on their personal tax returns at
individual rates.) Over half of all pass-through income goes to the top 1% of taxpayers.

“Carried interest” is a form of compensation earned by wealthy money managers who are
allowed to mislabel it as investment income in order to pay a lower tax rate. Industry resistance
has kept this loophole open despite consensus across the political spectrum to close it.

Capital gains are the profit from selling an asset for more than its purchase price. Gains from
the sale of assets held over a year are taxed at a special low rate—just a base rate of 20%,
compared to 37% on the same amount of income from wages or many other sources. And this
low-taxed form of income is highly concentrated among the wealthy: over three-quarters goes
to the highest-income 1%, over half to the highest-income 0.1%.

Excluding from the high-income surcharge these three types of income—all of which already
benefit from privileged tax treatment—would afford them a double (and completely
unjustified) privilege. In fact, since all of these types of income flow overwhelmingly towards
the richest taxpayers, exempting them from the surcharge would defeat its very purpose.

CONCLUSION

Among the tax increases in the BBBA, the high-income surcharge is the most direct and easy-to-
explain effort to ensure the wealthy pay a fairer share of taxes. Polls consistently show
Americans of all political stripes want the rich and corporations to pay more in taxes. It’s
therefore politically as well as financially smart to include in the Democrats revised economic
plan the high-income surcharge—unadulterated by special exemptions—at least as robust as
the version passed last year by the House of Representatives.
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