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Married Couples with Incomes Between $250,000 and $300,000 Would Lose
Only 2% of Their Bush Income Tax Cuts under Obama Plan versus GOP Plan

“So I’m not proposing anything radical here.  I just believe that anybody making over $250,000 a year should go
back to the income tax rates we were paying under Bill Clinton...”

President Barack Obama, July 9, 2012

There are a few things that President Obama has not explained well about his proposal to extend most,
but not all, of the Bush income tax cuts for one year. 

1. President Obama’s proposal would allow everyone — even billionaires — to continue enjoying the
lower Bush-era income tax rates on the first $250,000 they make (or the first $200,000 in the case of
unmarried taxpayers). And that’s $250,000 or $200,000 in 2009 dollars (apparently because 2009 was
when the President first formally made this proposal).1 

So, in 2013, a married couple would actually continue to pay the lower tax rates on at least the first
$264,850 they make, and a single taxpayer would continue to pay the lower tax rates on at least the
first $211,800 he or she makes. We say “at least” because the thresholds assume that these taxpayers
all take the standard deduction, even though the vast majority of them have much bigger deductions
because they itemize. On average, the actual threshold for married couples in 2013 will be more than
$300,000.2

2. It’s essential to understand that a married couple making more than the threshold would not “go
back to paying the income tax rates we were paying under Bill Clinton,” except on the amount of
income above the threshold. So a couple with, say, $100 in income above the threshold would pay a
higher tax rate only on the $100. The higher tax for this couple would be 3 percent of the $100 — a
mere $3.00.

3. For all these reasons, couples with adjusted gross income (AGI) between $250,000 and $300,000
would retain 98% of their Bush income tax cuts, on average, under Obama’s proposal.

The following tables show how much of the Bush income tax cuts would typically be lost by upper-
income couples and singles under Obama’s plan versus the GOP plan to extend all of the Bush income
tax cuts. These figures were revised to demonstrate the impacts of President Obama’s approach and
also the approach considered by Senate Democrats. The Senate Democrats’ approach differs in that it
would extend larger tax breaks for high-income taxpayers with stock dividends (by taxing dividends at a
top rate of 20 percent instead of taxing them at ordinary rates as President Obama proposes).
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1Department of the Treasury, General Explanations of the Administration’s Fiscal Year 2013 Revenue Proposals, February 2012, page
70.  

2Under Obama’s proposal, the top two income tax rates would revert to their pre-Bush levels. For a married couple under
Obama’s proposal in 2013, taxable income would have to exceed $245,050 in order to be affected by one or both of the top two
income tax brackets. A married couple with AGI of $264,850 will have taxable income of $245,050 if they take the standard
deduction ($12,100) and have no children (and therefore take only two $3,850 personal exemptions). But couples making, say,
$250,000 to $300,000 typically have itemized deductions of about $50,000 and 1 child (and thus 3 personal exemptions, worth
$11,550). So with more than $60,000 in deductions ane exemptions, a couple making more than $300,000 would still have taxable
income below Obama’s $245,050 taxable-income threshold. As a result, 70 percent of all couples in the $250,000 to $300,000
income range in 2013 would retain all of their Bush income-tax-rate cuts. 
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Obama scaleback of the Bush income tax cuts
versus the GOP plan to extend all of the Bush income tax cuts

Effects on high-income married couples in 2013

Average Obama scaleback of Bush tax cut % of Bush Average Bush

Adjusted gross Bush tax cut Average % tax cut kept tax cut kept
income group with full extension scaleback scaleback under Obama by Obama

$250,000 – 300,000 $ –10,259 $ 199 –2% 98% $ –10,060

$300,000 – 400,000 –11,308 1,529 –14% 86% –9,779

$400,000 – 500,000 –10,653 3,624 –34% 66% –7,029

$500,000 – 750,000 –18,600 11,338 –61% 39% –7,262

$750,000 – 1,000,000 –35,780 27,277 –76% 24% –8,503

$1,000,000 – 2,000,000 –66,106 57,308 –87% 13% –8,797

$2,000,000 – 5,000,000 –152,638 143,349 –94% 6% –9,289

$5,000,000 – 10,000,000 –355,797 346,221 –97% 3% –9,576

$10,000,000 – 20,000,000 –696,827 686,339 –98% 2% –10,488

$20,000,000 or more –1,982,153 1,970,699 –99% 1% –11,454

Source: Institute on Taxation and Economic Policy microsimulation tax model, July 2012
Note: The figures account for competing approaches to extend the Bush income tax cuts, but not the Bush estate tax cuts. 

Obama scaleback of the Bush income tax cuts
versus the GOP plan to extend all of the Bush income tax cuts

Effects on high-income singles in 2013

Average Obama scaleback of Bush tax cut % of Bush Average Bush

Adjusted gross Bush tax cut Average % tax cut kept tax cut kept
income group with full extension scaleback scaleback under Obama by Obama

$200,000 – 250,000 $ –6,887 $ 268 –4% 96% $ –6,619

$250,000 – 300,000 –8,357 1,420 –17% 83% –6,937

$300,000 – 400,000 –8,387 3,136 –37% 63% –5,251

$400,000 – 500,000 –13,309 7,676 –58% 42% –5,633

$500,000 – 750,000 –23,453 16,691 –71% 29% –6,762

$750,000 – 1,000,000 –37,926 31,248 –82% 18% –6,678

$1,000,000 – 2,000,000 –67,888 60,676 –89% 11% –7,212

$2,000,000 – 5,000,000 –153,757 146,250 –95% 5% –7,507

$5,000,000 – 10,000,000 –362,214 353,832 –98% 2% –8,382

$10,000,000 – 20,000,000 –706,061 698,059 –99% 1% –8,002

$20,000,000 or more –2,261,581 2,249,204 –99% 1% –12,377

Source: Institute on Taxation and Economic Policy microsimulation tax model, July 2012
Note: The figures account for competing approaches to extend the Bush income tax cuts, but not the Bush estate tax cuts. 
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Senate Democrats' proposed scaleback of the Bush income tax cuts
versus the GOP plan to extend all of the Bush income tax cuts

Effects on high-income married couples in 2013

Average Senate Dems' scaleback of Bush tax cut % of Bush tax Average Bush

Adjusted gross Bush tax cut Average % cut kept under tax cut kept by

income group with full extension scaleback scaleback Senate Dems Senate Dems

$250,000 – 300,000 $ –10,259 $ 102 –1% 99% $ –10,158

$300,000 – 400,000 –11,308 1,127 –10% 90% –10,180

$400,000 – 500,000 –10,653 2,846 –27% 73% –7,807

$500,000 – 750,000 –18,600 9,584 –52% 48% –9,017

$750,000 – 1,000,000 –35,780 24,288 –68% 32% –11,491

$1,000,000 – 2,000,000 –66,106 51,194 –77% 23% –14,912

$2,000,000 – 5,000,000 –152,638 129,705 –85% 15% –22,934

$5,000,000 – 10,000,000 –355,797 316,397 –89% 11% –39,400

$10,000,000 – 20,000,000 –696,827 626,931 –90% 10% –69,896

$20,000,000 or more –1,982,153 1,815,662 –92% 8% –166,490

Source: Institute on Taxation and Economic Policy microsimulation tax model, July 2012
Note: The figures account for competing approaches to extend the Bush income tax cuts, but not the Bush estate tax cuts. 

(differs from Obama approach by taxing dividends at top rate of 20%)

Senate Democrats' proposed scaleback of the Bush income tax cuts
versus the GOP plan to extend all of the Bush income tax cuts

Effects on high-income singles in 2013

Average Senate Dems' scaleback of Bush tax cut % of Bush tax Average Bush

Adjusted gross Bush tax cut Average % cut kept under tax cut kept by

income group with full extension scaleback scaleback Senate Dems Senate Dems

$200,000 – 250,000 $ –6,887 $ 167 –2% 98% $ –6,720

$250,000 – 300,000 –8,357 1,058 –13% 87% –7,299

$300,000 – 400,000 –8,387 2,566 –31% 69% –5,821

$400,000 – 500,000 –13,309 6,255 –47% 53% –7,054

$500,000 – 750,000 –23,453 13,966 –60% 40% –9,487

$750,000 – 1,000,000 –37,926 26,831 –71% 29% –11,096

$1,000,000 – 2,000,000 –67,888 49,922 –74% 26% –17,965

$2,000,000 – 5,000,000 –153,757 127,450 –83% 17% –26,307

$5,000,000 – 10,000,000 –362,214 309,771 –86% 14% –52,443

$10,000,000 – 20,000,000 –706,061 612,310 –87% 13% –93,751

$20,000,000 or more –2,261,581 2,070,304 –92% 8% –191,277

Source: Institute on Taxation and Economic Policy microsimulation tax model, July 2012
Note: The figures account for competing approaches to extend the Bush income tax cuts, but not the Bush estate tax cuts. 

(differs from Obama approach by taxing dividends at top rate of 20%)


