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At the end of 2025, most TCJA individual income tax provisions will expire, and taxes will increase. 
Changes include:

EXPIRING PROVISIONS OF THE TAX CUTS AND JOBS ACT (TCJA)

A Market-Based Climate Policy Can Permanently Extend 
Tax Cuts and Grow the Economy

Projected federal deficit 
in FY 2026

Debt as a share of 
GDP is increasing

High and rising debt burden 
threatens U.S. economic security

25%
CARBON EMISSIONS 
DECREASEMaking the TCJA tax cuts permanent with a $60/ton 

carbon tax* would, on net, grow the economy by 1%.

A $60/ton carbon tax would 
reduce carbon emissions 25% 
below the baseline within 10 years, 
far exceeding the U.S. emissions 
reduction target under the 2015 
Paris Agreement.

*A $29/ton carbon tax would finance a revenue-neutral extension of TCJA provisions over the 10-year budget  
 window (2021–2030). In either scenario, the tax rate would rise 5% annually and would be border adjusted. 

Source: Tax Foundation, “A Carbon Tax to Make the TCJA’s Individual Provisions Permanent,” September 2020.

Make Tax Cuts Permanent

Carbon Tax

Net GDP Impact 1.0%

1.4%

–0.4%

WORRISOME FISCAL OUTLOOK

LONG-RUN GROWTH EFFECTS OF MAKING TAX 
CUTS PERMANENT WITH A CARBON TAX

Individual income 
tax rates will increase

Standard deduction 
will be reduced by half

Child tax credit will 
be reduced by half
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2026 2040

142%


