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OFFICE FOR FISCAL AND REGULATORY ANALYSIS

OFRA SIMULATION S2024-003

Table: Substitute SALT with Lower Income Tax

Baseline: Current Policy!

Reform: Lowering SALT Cap in Exchange for Lowering Tax
Rate on Lowest Income Bracket, Starting 20262
Calibration: Joint Committee on Taxation-Style Conventional
Models?
Budget Window: 2026-2035

Revenue-Neutral Change in First-Bracket

SALT C A
ap ($) Income Tax Rate (Percentage Point)

0] -113
100 -112
200 -1
300 -1
400 -1.09
500 -1.08
600 -1.07
700 -1.06
800 -1.05
900 -1.04

1,000 -1.03
1,100 -1.03
1,200 -1.02
1,300 -1.01
1,400 -1

1,500 -0.99
1,600 -0.98

1,700 -0.97
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1,800 -0.96
1,900 -0.95
2,000 -0.94
2,100 -0.93
2,200 -0.92
2,300 -0.91
2,400 -0.9

2,500 -0.89
2,600 -0.88
2,700 -0.87
2,800 -0.86
2,900 -0.85
3,000 -0.83
3,100 -0.82
3,200 -0.81
3,300 -0.8

3,400 -0.79
3,500 -0.78
3,600 -0.77
3,700 -0.76
3,800 -0.75
3,900 -0.74
4,000 -0.73
4,100 -0.71

4,200 -0.7

4,300 -0.69
4,400 -0.68
4,500 -0.67
4,600 -0.66
4,700 -0.65
4,800 -0.63
4,900 -0.62
5,000 -0.61
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5,100 -0.6

5,200 -0.59
5,300 -0.57
5,400 -0.56
5,500 -0.55
5,600 -0.54
5,700 -0.53
5,800 -0.52
5,900 -05

6,000 -0.49
6,100 -0.48
6,200 -0.47
6,300 -0.46
6,400 0.44
6,500 -0.43
6,600 -0.42
6,700 -0.41
6,800 -0.4

6,900 -0.38
7,000 -0.37
7100 -0.36
7,200 -0.35
7,300 -0.33
7,400 -0.32
7,500 -0.31

7,600 -0.3

7,700 -0.29
7,800 -0.27
7,900 -0.26
8,000 -0.25
8,100 -024
8,200 -0.22
8,300 -0.21
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8,400 02
8,500 -019
8,600 -017
8,700 -016
8,800 -0.5
8,900 014
9,000 012
9,100 -om
9,200 -0
9,300 -0.09
9,400 -0.07
9,500 -0.06
9,600 -0.05
9,700 -0.04
9,800 -0.02
9,900 -0.01
10,000 0

Source: Tax-Brain (v.2.7.1), Tax-Calculator (v.4.3.0), Behavioral-Response (v.0.11.0), and Tax-
Microdata-Benchmarking (as of September 30, 2024). See github.com/PSLmodels for open-source code.

1. The baseline assumes that Tax Cuts and Jobs Act temporary provisions are extended beyond
2025.

2. All the simulated proposals assume that the standard deduction caps for “married filing jointly”
and “qualifying surviving spouse” statuses are twice of that for single filers.

3. The revenue modeling is calibrated to the Joint Committee on Taxation’s conventional models
and considers two types of behavioral response triggered by the reform: (1) the substitution
elasticity of taxable income, defined as proportional change in taxable income divided by
proportional change in marginal net-of-tax rate on taxpayer earnings, and (2) the semi-elasticity
of long-term capital gains, defined as change in logarithm of long-term capital gains divided by
change in marginal tax rate on long-term capital gains. The first parameter (“be_sub” in the
Behavioral-Response model) is set at 0.25, and the second parameter (“be cg”) is set at -3.45.



