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*rE* On June 24, 2016, House Speaker Paul Ryan released the Better Way Tax Reform Task Force Blueprint, which provides a revision of federal
income taxes. For the individual income tax, the plan would broaden the base, lower the rates (with a top rate of 33 ), and alter some of the
elements related to family size and structure by eliminating personal exemptions, allowing a larger standard deduction, and adding a dependent
credit. For business income, the current income tax would be replaced by a cash-flow tax rebated on exports and imposed on imports, with a top
rate of 20 for corporations and 25 for individuals. The cash-flow tax would be border-adjusted (imports taxed and exports excluded), making
domestic consumption the tax base, although a recent announcement from congressional leaders has indicated that a border adjustment would be
dropped in any future tax plan. The system would also move to a territorial tax in which foreign source income (except for easily abused income)
would not be taxed. In addition, the proposal would repeal estate and gift taxes. Although the Affordable Care Act (ACA) taxes are not repealed in
the Better Way tax reform proposal, ACA taxes are repealed in the Healthcare Task Force proposals. One objective of tax reform is to increase output
and efficiency. However, the plan s estimated output effects appear to be limited in size and possibly negative. The direct effect of lower marginal
tax rates on labor supply is limited because the reduction in marginal tax rates is small and largely offset by an increased base that increases
effective marginal rates. Capital income effects are also somewhat limited even with the movement to a cash-flow tax (that generally imposes...
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