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Middle-Class and Lower-Income Families Would Pay
More While Wealthiest Get Large Tax Cuts
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Senate-Passed Tax Plan: Robin Hood in Reverse

Middle-class and low-income New Jersey families would pay
more while the wealthiest households would get tax cuts.
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The federal tax proposal passed by the U.S. Senate on December 2 would raise taxes for the
average middle-class and low-income New Jersey family while cutting taxes for wealthier
families and for large corporations. At the same time, it would increase the number of New
Jerseyans without health insurance by 340,000 by 2027 thanks to the repeal of the Affordable



Care Act’s individual mandate.' (Unless otherwise noted, all data in this Fast Facts is on the
impact in the year 2027, once the plan is fully phased in.)

New Jersey households with incomes over $1.4 million (the top 1 percent) would receive an
average $8,350 tax cut while the bulk of Garden State families (the bottom 60 percent, or those
with incomes under $111,000) would see a tax hike averaging $120.” Taken all together, those
families in the top 1 percent would receive 64 percent of the state’s share of the tax cut - $378.8
million in total — while the bottom 60 percent would, together, receive less than 0 percent of the
tax cut, since they’d pay a total of $333.7 million more in taxes under the plan. In all, about 1 in
4 New Jersey taxpayers (26 percent) would see a tax hike under the Senate-passed bill.?

The plan is a clear example of Robin Hood in Reverse, as it gives the largest average tax hikes to
New Jersey’s poorest families while showering the state’s very wealthiest families with the
biggest tax cuts. While just 1.6 percent of the state’s wealthiest 5 percent of families would see a
tax hike, 3 in 5 families in the bottom 60 percent would.

Senate-Passed Tax Plan: Robin Hood in Reverse

Wealthiest New Jersey households get big tax cuts while middle-class
and low-income families pay more.
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By just about every measure, the Senate-passed bill is worse for New Jersey’s working-class and
middle-class families than the House bill, which was quite damaging for these families already.

SENATE VS. HOUSE TAX BILLS*
Senate Bill House Bill

Share of New Jersey'’s tax cut going to 64% 259,

the top 1% of households™*

Share of New Jersey’s tax cut going to -56% 24%

the bottom 60% of households***

Size of average annual tax cut for New $8,350 $18,520
Jersey’s top 1% of households

Size of average annual tax cut for New -$120 $280
Jersey’s bottom 60% of households

Share of New Jersey households who 26% 29%,
would pay more in taxes

Share of New Jersey’s top 1% of 0% 81%
households who would pay more in taxes

Share of New Jersey’s bottom 60% of 31% 292%,
households who would pay more in taxes

*Impact is for 2027, when the tax proposals are fully phased in

** Top 1% = households with incomes over $1.4 million in 2027

*** Bottom 60%: households with incomes under $111,000 in 2027
Source: Institute on Taxation and Economic Policy NEW JERSEY POLICY PERSPECTIVE NJPP.ORG

The pain for New Jersey’s working families does not end with the direct impact of this tax bill,
unfortunately. In fact, the tax bill is step one of Congressional Republicans’ two-step tax and
budget agenda®: enact costly tax cuts now that are heavily skewed toward wealthy households
and profitable corporations, then use the cost of those tax cuts and their negative impact on the
federal deficit as a rationale to cut public services, programs and investments on which all
Americans — particularly low- and moderate-income residents — rely.’

State and Local Tax Deductions Remain On the Chopping Block

The Senate-passed bill — like the House-passed bill — eliminates taxpayers’ ability to deduct
state/local income or sales taxes paid while capping the amount of property taxes one could
deduct at $10,000. A total of 41 percent of Garden State households currently file using these
deductions — the third highest share of all states, after Maryland and Connecticut. Slightly more
New Jerseyans claim the income or sales tax deduction (1.8 million) than claim the property tax



deduction (1.6 million). Garden State households deduct a total of $32.2 billion in state and local
taxes each year, the third highest dollar amount after California and New York.°

While the property tax provision has been pitched as a “compromise” to win over reluctant
lawmakers from New Jersey and other similar states, an estimated 54 percent of Garden State
taxpayers who currently claim the property tax deduction would no longer do so under the
Senate-passed bill. And those most likely to lose the deduction are middle-class families — in
fact, 60 percent of current middle-income claimants of the property tax deduction would lose it,
while just 1 percent of current high-income claimants would.’

That’s because even though they’d still technically be able to take the property tax deduction,
many would choose not to because the combination of itemized deductions (which would no
longer include state income and sales taxes) would be smaller than the standard deduction. This
would be a bad deal for many taxpayers because even as the Senate-passed bill increases the
standard deduction, it eliminates personal exemptions would be eliminated. Even if the standard
deduction were tripled (and it’s not even doubled under the Senate-passed bill), a significant
portion of families that now itemize their deductions would still end up with tax increases.

In all, New Jerseyans would likely deduct nearly $27 billion less in state and local taxes under
the Senate-passed bill than they do now.’
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