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Executive Summary

e House Committee on Ways and Means Democrats voted to report out 10 elements, or subtitles, of the
forthcoming reconciliation bill that will comprise the domestic spending agenda known as the Build Back
Better Act

¢ The Joint Committee on Taxation has estimated the budget effects of five of these elements and found
that they would reduce the deficit by $871.3 billion over the next 10 years.

e Thisfigure, however, belies the budgetary effects of the legidation, which would increase spending by
$688 hillion over the decade, while providing $514 billion in tax reductions, offset by a $2.1 trillion tax
increase.

Introduction

Last week, the House Committee on Ways and Means Democrats voted to report out 10 elements, or subtitles,
of the forthcoming reconciliation bill that will comprise the domestic spending agenda known as the Build Back
Better Act. The measures include arange of tax increases on individuals and businesses, along with substantial
tax subsidies and reductions. The Ways and Means Committee subtitles are the most budgetarily significant
component of the larger reconciliation package that will bundle together the legislative recommendations of 12
House committees. The outlook for this tax package and the reconciliation bill in general is unclear, and indeed,
congressional budget agencies are till in the process of estimating the budgetary effects of the legisation. The
Joint Committee on Taxation (JCT), however, has estimated the budget effects of the tax provisionsfor five
subtitles.

Revenue and Outlay Effects of Ways and M eans SubtitlesF, G, H, I, and J
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(3 Billions) 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031|2022-2031
Revenue

Subtitle F -1 -39 54 -7 77 -83 91 -97 -102 -104 -73.3
Subtitle G -3.1 92 -123 -16.1 -183 -19.7 -20.6 -226 -245 -26.1 -172.4
Subtitle H -30.1 -43.0 -487 -505 -334 -118 -121 -124 -129 -132 -268.0
Subtitle I 145.6 150.2 209.4 227.7 2244 2276 2302 221.2 2163 2203| 20729
Subtitle ] 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net Revenue 1114 942 143.0 1544 1e65.0 1879 1883 176.,5 1688 170.7] 1,559.2
Outlays

Subtitle F 03 1.3 29 4.6 6.0 7.1 7.9 8.6 9.4 102 58.2
Subtitle G 2.8 2.6 3.0 44 5.8 6.7 7.5 88 100 111 62.7
Subtitle H 834 1095 1127 1167 446 192 195 200 205 210 567.0
Subtitle I 0.0 0.1 0.1 0.1 0.0 0.0 00 -01 -01 00 0.1
Subtitle ] 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net Qutlays 86.5 1135 118.7 1257 564 329 348 373 398 423 687.9
Deficit 249 -19.3 244 287 108.6 155.0 153.5 139.2 129.0 1284 8713
Gross Revenue Reductions | -34.2 -56.0 -66.4 -73.3 -59.4 -397 -419 -448 -47.6 -496 -513.7
Gross Revenue Increases 1456 150.2 209.4 227.7 2244 2276 2302 221.2 2163 2203 20729
Gross Qutlays 86.5 1135 118.7 1257 564 329 348 373 398 423 687.9

As tax measures, one could be forgiven for assuming the Ways and Means provisions affect only revenues, but
embedded within many policies are significant spending effects, reflecting the substantial spending that runs
through the U.S. tax code in the form of narrow tax breaks, or outright check-writing in the form of refundable
tax credits. The five Ways and Means elements that have been scored by JCT include significant new tax
expenditures amounting to $688 billion in spending over the next decade and $514 billion in tax reductions, for
acombined deficit effect of $1.2 trillion.[ 1] This deficit effect is offset by $2.1 trillion in estimated tax
increases, for a net deficit decrease of $871.3 billion.

The upshot of these estimatesis that even within tax legislation, there are significant spending effects. The
single largest outlay in thislegislation is the expanded child tax credit. The JCT estimated this provision would
cost $556 billion over the next decade. As atax provision, one might assume this amounts to a $556 billion tax
cut, but that would not be accurate. Rather, the provision would reduce revenues by $135 billion over the next
10 years, and increase spending by $421 billion over the same period. The credit is refundable, meaning that
even if taxpayers have no tax liability, they would still receive the credit in the form of a payment, which for
some would be monthly. In addition to the child tax credit, the legislation contains 19 additional provisions that
affect spending, combining to increase spending by an additional $267 billion over the next decade.

Conclusion
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The Build Back Better reconciliation legislation is winding its way through the House of Representatives. The
legislation will substantially expand the federal government’ s footprint in the U.S. economy through higher
taxes and higher spending. Even legislation that is nominally tax related includes substantial new spending —in
thisinstance, $688 billion in new spending. For context, thisis roughly the amount of funding the Department
of Defense received in fiscal year 2019.

[ 1] Note that Subtitle J, which includes an excise tax on drug manufacturers was estimated as having no revenue
effect.
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