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Half of the federal government's revenues come from individual
income taxes

2026 Revenues:
$5,596 Billion
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All income groups pay taxes, but overall the U.S. federal tax
system Is progressive
Effective Federal Tax Rate (% of Expanded Cash Income in 2025)
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Source: Tax Policy Center

Notes: Federal taxes include the excise tax, estate tax, corporate income tax, payroll tax, and individual income tax.

Quintiles and pre-tax income are measured by expanded cash income. Each quintile contains one-fifth of the ,y PETER G.
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The top quintile of taxpayers earn a disproportionate share of pre-
tax income and pay an even larger share of total federal taxes

Share by Income Quintile (%)
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Source: Tax Policy Center

Notes: Federal taxes include the excise tax, estate tax, corporate income tax, payroll tax, and individual income tax.
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Individual income tax breaks cost more than any government
spending program
Budgetary Cost in 2025 (Billions of $)

$2,656
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The ten largest individual income tax expenditures cost
$1.5 trillion

Budgetary Cost in 2025 (Billions of $)

Exclusion of pension income and individual
retirement arrangements (IRAs)

$383

Exclusions of and reductions on dividends and $304
long-term capital gains

$226

Exclusion of employer-sponsored health
insurance (ESI)

Premium tax credit (PTC)
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Child tax credit (CTC) $128

20-percent deduction for qualified business
income (QBI)

Earned income tax credit (EITC)

Stepped-up basis of capital gains at death
Deduction for charitable contributions

Deduction for state and local taxes (SALT)
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