
We Should Eliminate Corporate Taxes! 

Here’s an idea that will cause my progressive friends to think I’ve lost my mind:  Let’s 

eliminate corporate income taxes.  What’s that you say?  Hear me out. 

Before getting started, let’s quickly review the purpose of federal taxation which 

include: 

• Stabilization of purchasing power (inflation) and employment; 

• Implicitly expressing public policy in the distribution of wealth and income;  

• Expressing public policy in subsidizing or penalizing selected industries or 

economic groups;  

• Assessing costs on certain behaviors, like smoking; and 

• Providing financing for certain public services, such as roads. 

While taxes are not needed to finance government spending (a topic for another 

time), under current government procedures (a policy choice), they help to satisfy, 

along with bond issuance, an offset to federal budget deficits. 

In 2018, total federal income tax revenue was about $3.3 trillion.  Of that, 

corporations paid (following Trump’s tax cuts) about 6%, or about $200 billion.  

Individuals paid about 51%, payroll taxes amounted to about 35% and excise, estate 

and certain other taxes made up the difference of about 8%. 

To put the $200 billion tax revenue in perspective, a 2016 analysis by the non-partisan 

Tax Foundation, found that the estimated tax compliance costs for U.S. businesses 

were about $147 billion with another $46 billion spent by owners of S-corporations 

(it’s not likely this number went down in recent years).     

Add to that the cost of lobbying.  Public Citizen, a government watchdog group, 

reported that over 6,200 lobbyists worked on taxes in 2017, over half of all lobbyists 

in Washington that year.  Opensecrets.org estimated that companies spent some $3.5 

billion on lobbying (not all of which was tax related) in both 2017 and 2018.  (Note 

that lobbying expenses to influence legislation are not tax deductible.) 

While the first conclusion many people come to is that corporate tax incidence (who 

pays) hits well-to-do shareholders the hardest, that’s not really true.  While the 

figures vary, according to the Tax Policy Center, upwards of 70% of tax increases paid 

by corporations are indirectly paid for by workers in the form of lower wages and 

benefits.  In fact, since corporations are in business to reward shareholders, the 

impact of taxes actually falls not only on workers, but also on consumers through 

higher prices and on the economy as a whole through reduced investment spending 

(CAPEX), not to mention various tax avoidance strategies.  In fact, one can look at 

corporate taxes as a regressive form of taxation. 
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In addition to the financial implications, corporate taxes impact the economy by 

distorting business investment via subsidies to some businesses and not others and by 

incenting the use of off-shore facilities for tax avoidance purposes.  Elimination of 

corporate taxes would end the incentives for corporations to generate and retain 

profits overseas. 

Another argument for eliminating corporate income taxes, favored especially by 

conservatives, is the elimination of double taxation, the taxing of corporate income 

and of distributed dividends.  This is a fair argument but, in my view, the problem is 

more one of unnecessary complexity than unfair taxation. 

Finally, one last benefit from the elimination of corporate income taxes would be a 

significant boost to equity prices as we saw following Trump’s 2017 tax cuts.  While 

this would certainly benefit wealthy investors (I have a plan for that as you’ll read 

below), it would also be hugely beneficial to individual investors and all owners of 

IRAs and 401k (or similar) plans – not a small matter considering the retirement 

challenges many face today and the widely held view of subdued investment returns 

for the next decade compared to recent years. 

Under current federal procedures, elimination of taxes for one party needs to be 

generally made up for by some combination of taxes from another party and federal 

bond issuance (commonly known as federal debt, a term I don’t care for). 

In fact, there are much more efficient – and more equitable – ways to collect 

government revenue than taxing corporate income.  As long as we have a tax system 

based on income and not consumption, here are some ideas based on the fact that 

taxes on corporate income hit middle- and lower-income segments of the society both 

directly (if they are lucky enough to own stocks) and indirectly (through the 

transmission mechanisms described above).  Keep in mind that corporate taxes 

amount to approximately $200 billion:  

• According to estimates made by the Wall Street Journal for 2017 and 2018, the 

latest data available, the top 5% of wage earners paid approximately $1 trillion 

(my estimate).  A 10% surcharge for the top 5% of wage earners would raise an 

estimated $100 billion. 

  

• Bernie Sanders and others have proposed a tax on financial transactions (a tax on 

stock sales).  Estimates of the revenue raised by these proposals range from $40 to 

$80 billion/year.  (This may also reduce high-frequency trading which some 

believe distorts securities markets.) 
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• Elizabeth Warren and others have proposed a “mark-to-market” or “accrual” basis 

of taxation on capital gains.  Under this arrangement, security (stock and bond) 

values would be taxed at ordinary income rates on the gains since the prior year.  

In effect, investment gains and losses will be recognized annually rather than at 

the time securities are sold.  According to the Brookings Institution, the money 

that could be raised in this fashion from equities alone would be about $170 billion 

per year (investment gains from bonds would be in addition).    

While these ideas and any significant change in government policy can have 

unintended consequences that need to be thought through, some combination of just 

a portion of these three ideas would completely offset the reduction in federal 

revenue from the elimination of corporate taxes and place the tax burden on those 

who can most afford it, not to mention all the other advantages listed above for 

eliminating the corporate income tax.   

By the way, I’m not the first person to advocate the elimination of corporate income 

taxes.  Beardsley Ruml, Chairman of the Federal Reserve Bank of New York, made this 

recommendation in a paper presented to the American Bar Association in 1945 and 

there have been a number of advocates since.   

As a Democrat, I’m sorry to see that most of the Democratic candidates for president 

are calling for higher taxes on corporations.  While I realize how this is a popular 

notion, this will hurt exactly the people Democrats are supposed to be fighting for 

and just a little bit of fair-minded economic analysis would prove the point. 
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