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ABSTRACT
Standard analysis of corporate income taxation assumes shareholders bear the burden of 
taxes on rents. But recent research finds that firms share rents with workers, implying that 
workers bear some of the burden. Using the Urban-Brookings Tax Policy Center microsimula-
tion model, we show that rent sharing has significant implications for understanding corpo-
rate taxes. Allowing for rent sharing shifts the incidence of the tax, placing more burden on 
labor, but the progressivity implications depend crucially on which workers obtain rents. In 
the U.S, where rents are shared disproportionately with high-income workers, the tax remains 
approximately as progressive as under standard assumptions.
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I. Introduction 
Economists have devoted substantial attention to 
understanding the effects of the corporate income tax. 
These issues have grown even more salient in recent 
years with the passage of historic corporate tax chang-
es in the Tax Cuts and Jobs Act (TCJA) of 2017 and re-
cent OECD activities related to a global minimum tax.1 
Building on recent empirical research on rent sharing 
between firms and workers, this paper extends the 
academic literature on corporate taxation by providing 
the first large-scale microsimulation analysis of how 
rent sharing affects the incidence and distributional 
impact of the corporate tax. 

Traditional incidence analysis typically finds that taxes 
on corporations’ normal returns are shifted to some 
combination of all workers and all capital owners 
as firms adjust their investment and hiring and as 
workers and capital move to the noncorporate sector. 
In contrast, taxes on rents or excess returns are not 
expected to affect investment or hiring at all and so 
are borne by shareholders.2

Recent literature, however, provides evidence that 
firms in the U.S. and Europe share a substantial 
portion of their excess returns with workers in gen-
eral, and with high-income workers, managers, and 
executives in particular (e.g., Carbonnier et al. 2022; 
Dobridge et al. 2021; Kennedy et al. 2024; Kline et al. 
2019; Ohrn 2022; Saez et al. 2019). The implication for 
analysis of tax policy is clear: To the extent that firms 
share rents with workers, some of the burden of taxes 
on corporate excess returns will be borne by workers 
(Arulampalam et al. 2012), in contrast to the standard 
assumption that shareholders bear all taxes on rents 
and above and beyond any burden that workers bear 
due to taxes on the normal return. 

This paper fills the gap between empirical analysis of 
rent sharing and simulation analysis of the distribu-
tional impact of the corporate tax. Our contribution is 
quantitative; we build on the recent empirical literature 
on rent sharing and apply the results to quantitative 
tax distribution analysis. We provide new insights 
about the corporate tax by showing, in the context of 

a tax microsimulation model, how variations in the key 
parameters governing the rent sharing process affect 
the overall incidence and distributional effects of the 
corporate tax.3

Specifically, we reassess the incidence and distribu-
tional effects of the corporate tax by incorporating 
rent sharing in the Urban-Brookings Tax Policy Center 
(TPC) micro-simulation tax model. The TPC model 
(TPC 2022; Nunns 2012) is frequently used in research 
and policy debates and is similar in most respects to 
models employed by the Congressional Budget Office 
(CBO 2018), the Joint Committee on Taxation (JCT 
2013), and the Department of the Treasury (Cronin 
2022; Cronin et al. 2013; Power and Frerick 2016). 

In the current TPC model, 40% of the corporate tax 
base consists of normal returns, taxes on which are 
assumed to be split evenly between labor and capital. 
The remaining 60% is excess returns, taxes on which 
are assumed to fall entirely on shareholders. As in 
the CBO, JCT, and Treasury models, rent sharing is 
ignored.  

Distributional analyses that incorporate rent sharing 
will depend on three key parameters: (1) the share of 
the corporate tax base that consists of rents; (2) the 
proportion of rents that are shared with workers; and 
(3) the distribution of shared rent among workers. 
Based on the literature review below, our central simu-
lation retains the base case specification that 60% of 
the corporate tax base consists of rents and specifies 
that half of these rents are shared proportionally to 
labor income with workers in the top quartile of the 
wage distribution. Thus, relative to the base case, the 
central simulation shifts half of the incidence of taxes 
on excess returns from shareholders to high-income 
workers. 

The effect of this change on progressivity depends on 
the distribution of income among shareholders relative 
to workers in the top 25% of the wage distribution. We 
show that wages in the top 25% of the wage distribu-
tion are more concentrated in the 60th-99th percen-
tiles of the income distribution than is the distribution 
of stock holdings. As a result, allowing for rent sharing 
with workers in the top 25% of the wage distribution 
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raises corporate tax burdens in the 60th-99th percen-
tiles of the income distribution but reduces burdens 
in lower percentiles and in the top 1%. Although labor 
bears substantially more of the burden in the central 
simulation than in the base case, the corporate tax is 
estimated to be slightly more progressive under the 
Kakwani index of progressivity and only slightly less 
progressive under the Suits progressivity index. The 
difference arises because the Kakwani index implic-
itly weights observations based on the number of tax 
returns, while the Suits index weights based on shares 
of income; hence, the Suits index is more affected by 
the decrease in burden on the top 1% (and especially 
the top 0.1%), who account for a much larger share of 
total income than of total returns. 

We provide extensive sensitivity analysis for the three 
key parameters. When rents are shared predominantly 
with high-income workers, as evidence suggests they 
are in the U.S., raising the share of rents that firms 
share with workers magnifies the effects above: The 
burden on taxpayers in the 60th-99th percentile rises 
more, and burdens in other groups fall more. Like-
wise, raising the share of the corporate tax base that 
consists of excess returns raises the progressivity of 
the tax. Both effects, however, can look dramatically 
different if rents are shared mainly with low- and mid-
dle-income workers. 

Thus, the third key parameter, how rents are shared 
among workers, emerges as a crucial input. For 
example, if rents are shared according to estimates in 
Dobridge et al. (2021), who find that workers in the top 
1% of firms’ earnings distribution receive about half of 
all rents that workers obtain, the tax becomes more 
progressive than in the central simulation—both the 
Suits and Kakwani indices rise. In contrast, if rents are 
shared proportionally to labor income or lower in the 
income distribution, the corporate tax becomes signifi-
cantly more regressive than in the base case.  

We draw several conclusions. First, rent sharing is 
an important empirical phenomenon that analysis of 
corporate taxation should address. Previous analyses 
that ignore rent sharing may have been mis-specified 
or misinterpreted. Second, although the estimates 
vary somewhat, the recent literature concludes that, 

in the United States, rents are shared predominantly 
with high-income workers, managers, and executives. 
In this case, incorporating rent sharing shifts the 
incidence of the corporate tax toward labor but does 
not meaningfully reduce the progressivity of the tax 
relative to standard assumptions. 

Third, there is a strong need for further research on 
the three key parameters, which help determine the 
incidence and progressivity of the corporate tax. The 
burdens the tax creates will vary in turn depending on 
factors as diverse as firms’ market power, tax depre-
ciation schedules, labor market institutions, corporate 
governance rules, and the geographic scope of the tax. 
Pinning down the relevant empirical parameters and 
explaining how different economic and institutional 
arrangements affect the incidence and distribution of 
corporate taxation should be a high priority for future 
research. 

Section II provides background information and doc-
uments key empirical regularities regarding excess 
returns and rent sharing that motivate the analysis. 
Section III describes the TPC microsimulation mod-
el. Section IV presents the main results. Section V 
concludes by discussing how consideration of rent 
sharing can provide new insights regarding several 
enduring issues in public finance and by describing 
several ways to extend the literature.

II. Background: 
Excess Returns 
and Rent Sharing 

The incidence and distributional effects of the corpo-
rate tax are complicated issues both because the cor-
porate tax base consists of normal and excess returns 
and because taxes on corporations are ultimately 
borne by individuals. Several definitions are pertinent 
here. We define incidence as the allocation of tax 
burdens across factors of production (e.g., workers, 
shareholders, and capital) and distributional effects 
as the allocation of tax burdens across tax filing units 
(loosely, “households”). A firm’s normal return is the 
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sum of the safe return (e.g., the return on government 
bonds) plus the return to risk. 

Excess or super-normal returns are any returns above 
the normal return. For purposes of this paper, we use 
the terms “rents,” “excess returns,” “super-normal 
returns,” and “excess profits” interchangeably and to 
mean “excess returns consistently above the normal 
return.” In the Conclusion, we discuss the need for 
clearer distinctions between sources of supernormal 
returns in future work. 

Firms may earn super-normal returns through patents, 
special expertise or skills, economies of scale, loca-
tion-specific factors, monopoly power in product mar-
kets, monopsony power in labor markets, restrictive 
regulations, luck, or other factors. Rents generated by 
corporate activities can be shared with workers in any 
of several ways: explicit bargaining; implicit bargain-
ing, in which firms that earn rents choose to pay their 
workers more; contracts that link executive compensa-
tion to firm performance measures, which are in turn 
affected by taxes; and self-dealing behavior on the part 
of executives. In practice, the production and sharing 
of rents are likely to depend on a combination of these 
and other factors. 

In standard models of corporate tax incidence, com-
panies face perfect competition in product and labor 
markets and generate normal returns to capital. Taxes 
on the normal return are typically borne by some com-
bination of labor, in the form of reduced wages, and all 
capital, in the form of reduced after-tax rates of return. 
(Classic examples include Harberger 1962 and Shoven 
1976.)

In models that incorporate excess returns, taxes on ex-
cess returns are typically assumed to be borne entirely 
by shareholders, as the taxes do not affect investment 
or hiring. (See, for example, Auerbach 2010, Gentry and 
Hubbard 1997 and Power and Frerick 2016.) 

Arulampalam, Devereux, and Maffini (ADM 2012) 
model corporate tax incidence in an environment 
where firms earn both normal and excess returns and 
where firms negotiate with workers on the allocation 
of the excess returns. (ADM do not specify a particular 

reason for the existence of excess returns or a specific 
bargaining mechanism with workers, just that excess 
returns exist, and that firms and workers bargain 
somehow over the distribution of such returns.) The 
key point is that when workers share in a firm’s excess 
returns, they also share the burden of taxes on excess 
returns, above and beyond the burden they face on 
taxes on the normal return.4 In addition, as Gale and 
Thorpe (2022) show, the greater worker market power 
is in a bargaining framework, the more workers will 
share in rents, and the more a given tax increase will 
reduce their wages. This result will matter in interpret-
ing results from Fuest et al. (2018) below.  

In such an environment, three questions arise: What 
share of taxable corporate profits represent excess 
returns? What proportion of those excess returns are 
shared with workers? And how are shared rents allo-
cated across workers? Section A addresses evidence 
on the first question. Section B addresses evidence on 
the last two questions. 

A. EXCESS RETURNS IN THE CORPORATE 
TAX BASE 

Table 1 reports the findings of several studies—using a 
variety of time frames and methodologies—that show 
that the share of the corporate tax base accounted 
for by risk-free returns is small.5 Several studies even 
suggest that the corporate income tax acts similar to a 
cash-flow tax, where the risk-free return is entirely ex-
empted from taxation (Fox 2020; Gordon and Slemrod 
1988; Patel and McClelland 2017).6 Although Gravelle 
(2015) notes that these studies do not account for the 
return to risk, Damodaran (2020) shows that the return 
to risk has been moderate and relatively constant over 
time outside of recessions (as shown in Figure 1). The 
implication, given the studies in Table 1, is that excess 
returns account for a substantial share of the corpo-
rate tax base.7

Several related empirical regularities are consistent 
with this idea. The share of rents in the corporate tax 
base depends on both how much rent the economy is 
generating and how the tax system treats rents versus 
normal returns. Economic patterns have led to a higher 
share of rents in the corporate tax base. Profits of C 
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corporations have risen as a share of the economy 
over the past four decades, even as the normal return 
has declined (Figure 1), consistent with evidence on 
increases in economy-wide rise in rents, mark-ups, and 
intangibles (most of which are expensed and many of 
which generate excess returns).8 The tax system has 
also moved toward taxing rents, by shifting toward 
lower taxation of safe returns: Some bonus depreci-
ation rule was in effect in 12 of the 16 years before 
2017 and TCJA allowed 100% bonus depreciation (ex-
pensing) of equipment investment through 2022, after 
which it phases out over 5 years (Fox, 2020; Guenther, 
2018). Bonus depreciation reduces the tax on the safe 
return and expensing eliminates it.

B. RENT SHARING 

Empirical analysis of rent sharing has a long pedigree 
in labor economics.9 Many older studies found that 
firms share a relatively small proportion of rents with 
workers (Gravelle 2021). These studies, however, typi-
cally focused on a particular industry (often manufac-
turing), did not feature plausibly exogenous sources 
of variation in rents, and did not distinguish between 
rank-and-file workers as compared to executives or 
managers. 

In contrast, several recent studies (Table 2) address 
these shortcomings and provide quasi-experimental 
evidence that firms share a substantial portion of plau-
sibly exogenous increases in rents with workers. More-
over, in the contemporary U.S., the evidence shows 
that rents are shared predominantly with high-income 
workers, managers, and executives.

Dobridge et al. (2021) create a 1999-2015 data set 
linking the universe of workers’ W-2 forms with the tax 
returns of public and private corporations to inves-
tigate the wage effects of the Domestic Production 
Activities Deduction (DPAD). In their preferred speci-
fication, workers captured 80% of the rents generated 
by DPAD. In other specifications, the worker share was 
even higher. Of the rents shared with workers, about 
half went to the top 1% of workers ranked by with-
in-firm compensation. Another 24% of the shared rents 
went to the next 9% of workers. Workers in the bottom 
75% of the within-firm earnings distribution received 
less than 13% of the rents shared with labor. 

Focusing on TCJA, Kennedy et al. (2024) undertake 
a similar study using matched employer-employee 
tax data. They find that executives and the top 10% of 
workers within each firm accrued significant earnings 
gains after the tax cut, indicative of substantial rent 
sharing with those groups, but that those in the bottom 
90% did not see statistically significant gains.10

Perhaps the sharpest results come from Ohrn (2022), 
who examines the effects of changes in bonus de-
preciation rules and DPAD using Execucomp data 
from 1998 to 2012. He finds that the compensation 
of just the top five executives at publicly traded firms 
increased by 17-25 cents for each dollar of a firm’s tax 
reduction. The effects are seen mainly in firms with 
weaker governance, indicating that the results are due 
primarily to rent seeking by executives.

Risch (2024) examines the effect of the 2013 top mar-
ginal tax rate increase on pass-through businesses. 
Like the studies described above, he finds that income 
taxes on businesses are highly progressive. Owners 
bear more than 80% of the burden, while 10-20% of the 
burden is passed to workers, falling on those in the 
top 30% of the earnings distribution. Other workers are 
not affected. Risch’s work complements the research 
highlighted above because it applies to (a) S corpora-
tions rather than C corporations; (b) mostly small and 
moderately sized firms rather than large firms; and (c) 
tax increases rather than tax cuts. It is difficult to de-
termine how much rent sharing occurs between own-
ers and managers, though, because in pass-through 
businesses owners tend also to be managers.11

While the studies above exploit exogenous variation 
in tax rules, Kline et al. (2019) examine the impact of 
rents generated by successful approval of a valuable 
patent in U.S. firms. They find that workers capture 
roughly 30 cents of every dollar of patent-induced rent 
and that rent sharing is highly concentrated among 
earners in the top quartile and among officers in par-
ticular. Wage changes for nonmanagerial employees 
and employees in the bottom three earnings quintiles 
are statistically indistinguishable from zero. Notably, 
these results relate to the distribution of quasi-rents, 
since the firms made extensive research investments 
to secure the patents, whereas the tax-related studies 
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arguably relate to the distribution of pure rents.12 Qua-
si-rents arise in situations such as patents or research 
awards (Fox and Liscow 2020; Howell and Brown 
2020; Kline et al. 2019), where many firms compete, 
some lose, and only one (or a few) can win.

Several other strands of the literature generate re-
sults consistent with the studies in Table 2. Executive 
compensation is often linked to firm performance 
measures, which are in turn affected by taxes (Hall 
and Liebman 1998; Bertrand and Mullanaithan 2001; 
Bebchuk and Fried 2003, 2006).13 Studies consistent-
ly show that firms that earn higher profits pay their 
workers more, in particular their high-income workers 
(Barth et al. 2016; Furman and Orszag 2018; Song et 
al. 2019). Nallareddy et al. (2018) show similar results 
for state-level corporate tax cuts, raised income by 
4.2% for high-wage (above $200,000) workers but only 
1.2% for others.14

Evidence from European countries is largely consistent 
with the findings above for national taxes but also 
shows that institutional context and the geographic 
scope of a tax can influence how rents are shared. 
Carbonnier et al. (2022) exploits variation created by 
a French corporate tax credit and, using a matched 
employer-employee data set covering the universe 
of workers and firms in France, estimates that firms 
share 50% of rents, almost exclusively with high-in-
come workers. A one percentage point increase in the 
tax credit rate translated into a 0.6% increase in wages 
for higher-skill workers but no statistically significant 
change in lower-skill wages. Several other studies 
(Bloesch et al. 2021; Gürtzgen 2009; Saez et al. 2019) 
also find that rents are shared with higher-income 
workers in European firms. 

In contrast, Fuest et al. (2018) find that low- and mid-
dle-income German workers bear just over half of the 
burden from increases in municipal corporate taxes 
while high-income workers bear almost none. This re-
sult, like the other studies noted above, demonstrates 
the quantitative importance of rent sharing. But the re-
sults appear to be less applicable to the U.S. corporate 
tax for two reasons. First, as the authors note, their 
finding “highlight[s] the importance of labor market 
institutions,” which differ markedly between the U.S. 

and Germany, particularly regarding collective bargain-
ing coverage (including sectoral bargaining) and the 
unique German system of “codetermination” on corpo-
rate boards.15 Second, taxpayers’ ability to avoid taxes 
by shifting capital and labor are meaningfully different 
for a municipal corporate tax than for a national tax 
in an economy as large as the U.S. (Auerbach, 2018). 
Nevertheless, consideration of this paper is important 
because it demonstrates how the incidence and distri-
butional effects of corporate taxes can be expected to 
vary with a variety of factors, including the geographic 
scope of the tax and the power of labor unions. 

In summary, the modern rent sharing literature finds 
that firms share a substantial portion of their excess 
returns with workers and that, in the U.S. at least, rents 
are shared predominantly with high-income workers, 
managers, and executives, who therefore in turn bear 
some of the burden of taxes on excess returns. The 
extent to which these conclusions alter the distribu-
tional effects of the corporate tax is the subject of the 
remainder of this paper.16

III.  The Tax 
Policy Center 
Microsimulation 
Model  

A.  OVERVIEW 

This section provides a high-level summary of the 
Urban-Brookings Tax Policy Center (TPC) microsimula-
tion model, focusing on features used to undertake the 
analysis in this paper and emphasizing basic defini-
tions, incidence assumptions, inputs, and outputs. 
Several additional sources provide more detailed and 
technical information.17

In a nutshell, the model calculates federal tax burdens 
under the current system and under alternative poli-
cies and assumptions, in dollars and as a percentage 
of income, for a nationally representative sample of 
tax filing units. The TPC model is similar in most re-
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spects to the large-scale microsimulation models em-
ployed by CBO (2018), JCT (2013), and the Department 
of the Treasury (Cronin 2022; Cronin et al. 2013; Power 
and Frerick 2016) to calculate the level and distribution 
of tax burdens.  

The model includes all major federal taxes; for this pa-
per, we focus on the corporate tax. A tax unit is defined 
as an individual or married couple that is required to 
file a tax return, or that would be required to file a tax 
return if their income were high enough, along with all 
dependents of that individual or married couple. The 
nationally representative sample is created by merging 
a data set containing tax returns (from the IRS public 
use files) with a data set that includes non-filers from 
the Current Population Survey, as described further 
below.

B.  KEY INPUTS 

For each tax filing unit, the key inputs are the items 
needed to calculate income and tax burdens. This in-
cludes the sources and level of income, demographic 
characteristics such as marital status and the number 
of dependents, and certain types of expenditures (for 
example, charitable contributions and mortgage inter-
est payments). 

A desirable income classifier corresponds as closely 
as possible to a taxpayer’s economic well-being before 
taxes and is stable with respect to tax policy changes. 
Adjusted gross income (AGI), for example, is a poor 
measure by these criteria. It omits many forms of eco-
nomic income, and its definition is not robust over time 
to some changes in tax law. More broadly, any income 
measure that closely aligns with tax rules will likely be 
a poor measure. Recognizing these concerns, in 2013, 
TPC developed an income concept called “expanded 
cash income” (ECI) (Rosenberg 2013). As shown in 
Table 3, ECI is a broad measure of pre-tax income. 
Besides AGI, ECI includes a variety of sources of cash 
income (e.g., employer and employee contributions 
to payroll tax and retirement plans, inside buildup in 
retirement plans, tax-exempt interest) as well as near-
cash items such as SNAP (formerly “food stamps”) re-
ceipts and employer-provided health insurance. It also 
includes an imputation of corporate tax liability based 

on the corporate tax incidence assumptions discussed 
below.18 The federal tax calculators used by the CBO, 
JCT, and Treasury employ similar income measures 
that are broader than AGI. 

Because the tax returns contain no direct information 
about wealth holdings, SCF data is used to impute, for 
each tax unit, ownership and amounts held for 18 cate-
gories of assets and debt and a comprehensive set of 
pension and retirement savings variables. By design, 
the SCF excludes the Forbes 400. To account for this, 
for each member of the list, the model creates a tax 
unit using the wealth data assigned by Forbes and de-
mographic and income variables based on a matching 
procedure with other tax units in the tax return data. 

C. DATA 

Constructing the data requires a variety of sources and 
methods. The primary data source is the 2006 Public 
Use File (PUF) from the Statistics of Income Divi-
sion of the Internal Revenue Service, which provides 
detailed information on federal income tax returns 
for more than 145,000 households from 2003 and 
2006.19 A nationally representative sample is created 
in a series of steps: (a) the data are aged to 2011, (b) 
non-filers and information on people’s age and other 
demographic characteristics are added to the files, 
based on statistical merges with 2011 data from the 
Current Population Survey; (c) the data are “aged” to 
represent 2019 income and demographics, using data 
from a variety of sources, and (d) a constrained opti-
mization algorithm reweights the records to match a 
set of about 100 national targets (Khitatrakun, Mermin, 
and Francis 2016). The inclusion of non-filers allows 
estimation of the distributional impacts of the corpo-
rate tax to include the impact on the wages of tax units 
who do not file returns.20

D. KEY OUTPUTS 

The key output is the tax burden for each tax filing unit. 
The tax burden includes not only the taxes the tax unit 
pays directly—such as the personal income tax and 
the employee share of the payroll tax—but also the 
indirect burden placed on the unit by the corporate tax 
and the employer share of the payroll tax. For example, 
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although the corporate tax is remitted by companies 
to the government, individuals ultimately bear the tax, 
in their roles as workers, shareholders, capital owners, 
customers, etc. The “corporate tax burden” refers to 
the extent that individuals are made worse off by the 
tax via reduced wages (workers), reduced dividends or 
capital gains (shareholders), reduced rate of return on 
capital (all capital owners), or higher prices (custom-
ers). 

To determine corporate tax burdens, the model spec-
ifies (a) the allocation of the corporate tax base be-
tween normal and excess returns and (b) the incidence 
of taxes on each type of return. In the TPC model base 
case specification, 60% of the corporate tax base is 
assigned to excess returns and 40% to normal returns. 
These figures were originally based on an exhaustive 
review of the literature through 2012 (Nunns 2012) and 
remain consistent with results since then, which are 
summarized in Section II above. Estimates from the 
Treasury Department (Cronin 2022; Power and Frerick 
2016; Cronin et al. 2013) are somewhat lower, while 
Patel and McClelland (2017) and Fox (2020) provide 
support for a higher estimate. In Section IV, we provide 
sensitivity analysis with respect to this parameter.21

Normal and excess returns are allocated to individuals 
as shown in Table 3. Normal returns derive from the 
opportunity cost of delaying consumption and the 
reward for bearing risk and so are associated with 
items like interest income and a portion of equity 
returns. Excess returns come from several sources, 
including monopoly power, economies of scale, control 
of natural resources, luck, and other factors. Returns 
from corporate stocks (dividends and capital gains) 
are divided between normal and excess returns in a 
40/60 ratio, the same ratio that the corporate tax base 
is divided. 

In the TPC base case, the burden of taxes on the 
normal return is split equally between all labor, in 
proportion to labor income, and all capital owners, in 
proportion to capital income, based on a review of the 
literature described in Nunns (2012). Taxes on excess 
returns are assumed to be borne by shareholders in 
proportion to their equity holdings, consistent with 
Cronin (2022), Cronin et al. (2013), Power and Frerick 
(2016), Nunns (2012), and others.22

For each scenario, for every year from 2011 to 2031, 
for whatever taxes are included in the analysis, the 
TPC tax calculator can report tax burdens in dollars 
and as a share of income for each income class as 
well as the distribution of tax burdens across income 
classes. In this paper, we focus on the distribution 
of the corporate tax burden across ECI classes for 
calendar year 2019, the most recent year before the 
COVID-19 pandemic.23

In addition, to provide formal measures of the chang-
es in the distribution of burdens, we present Kakwani 
and Suits indices for corporate tax burdens and test in 
each scenario for whether differences in these values 
and the analogous values in the base case are statis-
tically significant. To help interpret the magnitude of 
the changes we report below, we note that Splinter 
(2020) estimates that the Kakwani index for the overall 
federal tax system fell by .04 (34%) from 1979 to 1986 
and rose by .11 (120%) from 1986 to 2016.24

E. DISCUSSION 

While distributional analysis using cross-sectional 
samples is common, the procedure has important 
limits. It distributes the cash value of tax burdens but 
does not provide welfare analysis. And it omits the 
short-run and dynamic impacts of taxes and focuses 
instead on the long-run comparative static impact 
(Auerbach 1993, 2018).25

Nevertheless, distributional analysis is valuable—par-
ticularly for taxes such as the corporate income tax, 
where the payor is not the agent that bears the burden 
of the tax—in that it shows how alternative incidence 
assumptions and tax policies affect the distribution 
and level of households’ income, taking tax shifting 
into account. Moreover, our methodology—using an 
existing distributional model that is similar to other 
state-of-the-art models in the field, and then changing 
the model in one key regard (allocating some share of 
excess returns to workers)—facilitates comparisons 
with prior results and analyses. 
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IV. Results 
A. DESCRIPTIVE STATISTICS 

Analyzing the distributional effects of rent sharing 
is an exercise in shifting some of the burden of the 
tax on excess returns from shareholders to different 
groups of workers. The progressivity of the change will 
be driven by the distribution of ECI among sharehold-
ers  compared to the distribution of ECI among work-
ers who obtain some of the rents. To provide intuition 
for the simulation results, we first present information 
on the distribution of different forms of income. 

Figure 2 and Table 4 show that labor income is dis-
tributed more equally than ECI, while supernormal 
returns are distributed far more unequally. The top 1% 
of tax units by ECI earn more than 40% of supernormal 
returns, compared to just 15% of total income and 
less than 9% of labor income. Each ECI class in the 
bottom 95% of the ECI distribution contains a greater 
share of wages than of excess returns, implying that 
shifting tax burdens from shareholders to all workers 
in proportion to their wages would make the corporate 
tax more regressive. 

In contrast, comparing the distribution of excess re-
turns with the distribution of the top 25% of wages (the 
group that receives rents in Kline et al., 2019) gener-
ates a different and important pattern. In the 60th-99th 
percentiles of the ECI distribution, the share of the top 
25% of labor income exceeds the share of supernor-
mal returns. This implies that transferring tax burdens 
on excess returns from shareholders to workers in the 
top 25% of the wage distribution will raise burdens in 
the 60th-99th percentiles of the ECI distribution. In ECI 
groups below the 60th percentile and above the 99th 
percentile, the share of the top 25% of labor income 
is lower than the share of supernormal returns. As a 
result, shifting tax burdens from shareholders to the 
top 25% of workers will reduce tax burdens in these 
income groups. 

The same qualitative patterns also hold when compar-
ing the distribution of excess returns and the distribu-
tion of wages within the top 50% of the wage distribu-

tion (the group that receives rents in Carbonnier et al. 
2022). 

But different findings apply to the distribution of rents 
among workers according to estimates in Dobridge et 
al. (2021). In this case, taxpayers in the 99.0th-99.9th 
percentile of the ECI distribution account for much 
more of the rents shared with workers than of excess 
returns. When rents are shared according to these 
estimates, burdens on tax units in the 60th-99.9th 
percentiles are higher. Burdens on the top 0.1% would 
still fall, however, because that group receives 25.9% 
of excess returns but only 10.3% of the rents allocated 
to workers. 

Distributing rents according to results from Fuest 
et al. (2018) paints a very different picture.26 These 
results suggest that rents are distributed far lower in 
the income distribution and fall disproportionately on 
labor income in the bottom four quintiles. Specifically, 
the bottom three quintiles account for more than 70% 
of all shared rents, while the top quintile accounts 
for 9.2% and the top percentile just 0.2%. While the 
Fuest et al. (2018) results are not directly applicable to 
the U.S. corporate tax, as discussed in Section II, we 
include the results here as an illustration of how much 
differences in institutions and tax design can affect 
the distribution of shared rents and the overall distribu-
tional effects of the corporate tax.

B. TPC BASE CASE AND CENTRAL SIMU-
LATION 

Table 5 lists key parameters in the TPC base case 
and our central simulation and the ranges used in the 
sensitivity analysis. The base case specification is 
described above. In the central simulation, we set the 
three key parameters based on central tendencies in 
the literature. Specifically, we set the share of the cor-
porate tax base that represents excess returns at 60% 
(i.e., the same as in the base case). We specify that 
firms share 50% of rents with workers (as in Carbon-
nier et al. 2022 and Fuest et al. 2018; Dobridge et al. 
2021 and Kennedy et al. 2024 obtain higher estimates 
but Kline et al. 2019 generate lower estimates). We 
further specify that rents are allocated among workers 
in proportion to labor income in the top quartile (as in 
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Kline et al. 2019; this estimate is less progressive than 
in Dobridge et al. 2022 and Kennedy et al. 2024 but 
more progressive than in Carbonnier et al. 2022 and 
Fuest et al. 2018). 

Figure 3 and Table 6 present the main results for the 
TPC base case and the central simulation (shown in 
bold). The corporate tax is progressive under base-
line assumptions. Tax units in the top 1% of the ECI 
distribution accounted for 15% of ECI (Table 4) but 
bore 33% of the burden of the corporate tax. The ratio 
of share of corporate tax burden to share of ECI rises 
steadily as ECI rises, from 40% in the bottom quintile 
to 94% in the 90th-95th percentiles and to almost 3 
among the top 0.1%. 

Under the central simulation, the distributional ef-
fects of the corporate tax change relative to the base 
case. Households in the 60th-99th percentiles see a 
substantial increase in their share of the corporate 
tax burden, from 50.8% in the base case to 61.2% in 
the central simulation. The burdens borne by the top 
1% and the bottom 60% fall by 7.9 p.p. (24%) and 2.3 
p.p. (15%), respectively. These results are consistent 
with the income patterns shown in Figure 2 and Table 
4. Specifically, labor income in the top quartile of the 
labor income distribution is more concentrated in the 
60th-99th percentiles of the ECI distribution than are 
excess returns. As a result, the shift in burden from 
shareholders to top quartile labor earners raises the 
tax burden in those ECI groups.27

Given the non-monotonic nature of the changes, the 
effect on progressivity is unclear ex ante. As shown 
in Table 6, despite labor bearing a much larger share 
of the tax in the central simulation (50%) compared 
to the base case (20%), the Kakwani index is slightly 
higher—indicating greater progressivity—in the central 
simulation (increasing by 2.5%) than in the base case 
and the difference is statistically significant. The Suits 
index, however, decreases by more than 0.04 points 
(a 16% decline, also statistically significant). These 
differences are driven by the way the two indices are 
calculated: Because the Suits index integrates over 
the total share of income, while the Kakwani index 
integrates over the total number of returns, the decline 
in tax burden for very top earners has a much larger 
impact on the Suits index, while the decline in tax 

burden at the bottom and increase on the 60th-99th 
percentiles has a larger impact on the Kakwani index. 
In both cases, the economic magnitude of the change 
in progressivity is small.   

C. SENSITIVITY ANALYSIS 

We provide sensitivity analysis for each of the three 
key parameters. Besides showing the base case 
and the central simulation, Figure 3 and Table 6 also 
show the sensitivity of the conclusions to variations 
in how rents are allocated across workers, while still 
specifying that excess returns account for 60% of the 
corporate tax base and that firms share 50% of their 
rents. The incidence of the tax—defined across labor, 
all capital owners, and shareholders—does not change 
across the scenarios, but the distributional effects do. 

For example, if rents are allocated in accordance with 
estimates in Dobridge et al. (2021), the burden of the 
corporate tax increases for those in the 60-99.9th 
percentiles relative to baseline, with larger increases 
for the 95th-99.9th percentiles than for other groups. 
As in the central simulation, the burden on the top 
0.1% falls substantially—in this case, by 4.7 p.p., or 
about one quarter. It also falls by 1.6 p.p. (11%) for 
tax units in the bottom 60%. In this case, both the 
Kakwani and Suits indices rise, by about 9% and 2%, 
respectively, relative to the base case.  Unlike in the 
central simulation, these results indicate that regard-
less of the choice of progressivity index, the corporate 
tax is slightly more progressive than conventionally 
assumed when rents are allocated according to the 
results in Dobridge et al.

The other three specifications generate more regres-
sive distributions than in the baseline because rents 
are shared with workers at lower points in the income 
distribution. When rents are allocated in proportion to 
labor income in the top half of the distribution (as in 
Carbonnier et al., 2022), the corporate tax burden is 
somewhat more regressive than in the base case or 
central simulation. Taxpayers from the 20th to 95th 
percentile bear more of the burden, while the burden 
on the top 1% falls by 8 percentage points (26%). The 
Kakwani and Suits indices fall by more than 20% com-
pared to both the base case and central simulation. 
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When rents are allocated in proportion to all labor 
income, tax units throughout the bottom 95% of the 
ECI distribution bear more of the burden than under 
Carbonnier et al. (2022) assumptions, with their share 
of the burden increasing by more than 30% relative 
to the base case, while those in the top 5% bear less, 
with their share declining by nearly the same amount. 
The Suits and Kakwani indices fall by more than 30% 
relative to the base case.  

Using estimates from Fuest et al. (2018), where rents 
are shared with low- and moderate-income workers, 
taxpayers in the lowest quintile bear more than double 
the burden they do in the other cases. Those in the 
top 10% (and especially the top 1%) bear significant-
ly less. Both the Kakwani and Suits indices become 
negative in this scenario, indicating that the corporate 
tax is overall regressive under these assumptions. The 
burden on the lowest and second-lowest quintiles of 
taxpayers more than doubles, while the burden on the 
top quintile declines by nearly 20 percentage points. 

Figure 4 and Table 7 present the base case, the central 
simulation (in bold in the Table), and sensitivity analy-
sis that varies the proportion of rents that firms share 
with their workers. The base case (no rent sharing) is 
shown in the first column. As the proportion of rents 
shared with labor rises, holding constant the distribu-
tion of the rents among workers, several changes oc-
cur. First, the incidence shifts: Namely, the burden on 
labor rises gradually from 20% to 80% while the burden 
on shareholders falls from 60% to 0%. (The burden on 
capital stays constant at 20%.) Second, tax units in the 
60th-99th percentile of the ECI distribution see their 
tax burdens rise, increasing from 50.8% with no rents 
shared with workers to 71.7% with 100% rent-sharing. 
Those in the top 1% and bottom 60% see their burdens 
fall, with the top 1% burden declining from 33% to just 
over 17%. 

The progressivity of the tax changes in different ways 
when measured according to the Kakwani and Suits 
indices. The Suits index declines significantly, falling 
gradually from 0.276 to 0.185, but the Kakwani index 
does not decline (and in fact rises slightly from 0.161 
to 0.169). As noted above, this difference occurs be-
cause the Suits index places more weight on declining 

burdens for the top 1% and especially top 0.1%, while 
the Kakwani puts more weight on the rising burden for 
the 60th to 99th percentiles.28

Figure 5 and Table 8 present the base case, the central 
simulation (again, in bold in the Table), and sensitivi-
ty analysis that varies the share of excess returns in 
the corporate tax base. Under the central simulation 
assumptions, raising the share of the tax base due 
to excess returns (and thus reducing the share attrib-
utable to the normal return) makes the corporate tax 
more progressive. The burden of taxes on the normal 
return is divided equally between all capital income, in 
proportion to capital income, and all wages, in propor-
tion to wages. In the central simulation, the burden of 
taxes on excess returns is divided equally between 
shareholders and workers in the top quartile of labor 
income distribution. Since all wages are distribut-
ed more equally than wages in the top quartile, and 
since capital income is distributed more equally than 
shareholder wealth, shifting the tax base from normal 
returns to excess returns predictably makes the tax 
more progressive. 

This logic is borne out in Figure 5 and Table 8. As the 
composition of the corporate base shifts towards 
excess returns and away from normal returns, burdens 
among tax units in the bottom 60% of the ECI distribu-
tion consistently fall, burdens in higher income groups 
rise, and the tax becomes substantially more progres-
sive according to both the Kakwani and Suits index.29 
In all the cases in Table 8, however, labor bears 50% 
of the burden of the tax. This occurs because these 
specifications assume that labor bears 50% of the nor-
mal return and firms share 50% of rents with workers, 
so workers bear 50% of the tax on excess returns as 
well. In this case, the incidence does not change, even 
though the progressivity of the tax does. 

To help put the various scenarios in perspective, 
Figures 6 and 7 display the Kakwani and Suits indices 
(normalized relative to the base case) for a represen-
tative selection of the scenarios simulated above. The 
progressivity of the corporate tax varies in a substan-
tial (and statistically significant) manner across the 
scenarios. 
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The two indices move in similar directions relative to 
the base case in scenarios that vary the allocation 
of rents across workers (Figure 6). As expected, the 
progressivity of the tax falls significantly when rents 
are allocated lower in the income distribution and rises 
when they are allocated to top earners. For example, 
when rents are allocated to workers according to 
Dobridge et. al (2021), both indices rise relative to 
the base case. In contrast, both indices fall relative 
to the base case when rents are allocated to all labor 
compensation, and both become negative (indicating 
a regressive tax) if rents are allocated according to 
Fuest et al. (2018). The two indices also move similar-
ly across scenarios that vary the proportion of rents in 
the tax base: raising the proportion of rents in the tax 
base makes the tax more progressive.  

However, the two indices move in opposite directions 
in the central simulation (Figure 6) and when varying 
the proportion of rents shared with workers (Figure 
7). The central simulation is slightly more progressive 
when measured using the Kakwani index but slightly 
less progressive using the Suits because although it 
raises tax burdens for the 60th-99th percentile of the 
income distribution, it reduces burdens on the top 
1%. Similarly, varying the proportion of rents that are 
shared with workers from 30% to 80% has little impact 
on the Kakwani index under our central assumptions 
but reduces the Suits index significantly because of its 
effect on the top 1% share of the burden.

As a final robustness check, Appendix Table A3 
reports results using each paper’s unique combina-
tion of estimates for each rent-sharing parameter. 
(For example, results using the Dobridge et al. (2021) 
specification assume 80% of rents are shared with 
workers and distribute those rents according to their 
findings.) The results show the breadth of possible 
outcomes and illustrate how widely the implications of 
rent-sharing for the corporate tax can vary depending 
on institutions and economic circumstances.

V. Conclusion 
This paper incorporates insights from the recent 
empirical literature on rent sharing between firms and 
workers into large-scale microsimulation analysis of 
the incidence and distributional effects of the cor-
porate income tax. The essence of our argument is 
simple: Several recent studies find that excess returns 
account for a substantial share of the corporate tax 
base and that firms tend to share a substantial share 
of their excess returns with workers. Together, these 
findings imply that standard public finance analyses 
that allocate all the burden of taxes on excess returns 
to shareholders are inconsistent with important fea-
tures of the real world.  

Using the TPC microsimulation model, we show that 
consideration of rent sharing can have substantial 
effects on the estimated progressivity of the corporate 
income tax. Depending on three key parameters—the 
share of rents in the corporate tax base, the propor-
tion of rents shared with workers, and, especially, the 
distribution of shared rents among workers—allowing 
for rent sharing can make the corporate tax more or 
less progressive than in the standard case without rent 
sharing. Under current U.S. institutions and policies, 
however, the evidence indicates that rents are shared 
predominantly with high-income workers, managers, 
and executives. We show that under these circum-
stances, rent sharing does not meaningfully reduce 
(and may increase) the progressivity of the corporate 
tax relative to standard assumptions that shareholders 
bear the entire burden of taxes on rents. 

The three key parameters are in turn determined by 
factors as diverse as tax depreciation rules, the geo-
graphic scope of the tax, labor market institutions, and 
corporate governance. Consideration of these factors 
can help explain the wide differences in the estimated 
incidence of the corporate tax in different contexts 
(e.g., Fuest et al. (2018) compared to the U.S. evidence 
on rent sharing). The implication is that there is no 
single, universal incidence of the corporate tax that 
applies across all economic settings.
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One empirical application of these results relates to 
the fact that in the two years after the corporate tax 
cuts in TCJA, median wage growth was lower than in 
the two years before, but mean wage growth was high-
er (Gale and Haldeman 2021). This result would not be 
predicted in a standard Harberger-style model of cor-
porate tax incidence, because the general equilibrium 
adjustments to investment and hiring that need to take 
place take time (Viard 2019; Slalov 2019). But it makes 
perfect sense in a model where a substantial share of 
the corporate tax cut accrued to managers and execu-
tives, and little benefit accrued to rank-and-file employ-
ees. Rent sharing with executives, for example, can 
occur quickly, sometimes even contemporaneously 
(Ohrn 2022) and would help explain the wage patterns. 

The empirical regularity that rent sharing among rank-
and-file workers has fallen (Stansbury and Summers 
2020) while rent sharing among executives has 
remained high (Thorpe 2022; Ohrn 2022) over the last 
several decades may also have implications for the 
progressivity of the corporate tax. Other things equal, 
these trends imply that the tax has become more 
progressive over time. Of course, other factors such as 
increasing globalization likely worked in the opposite 
direction. 

Our results point to several directions where future 
research could be especially insightful. First, further 
empirical research that can pin down estimates of the 
three key parameters—the most important appearing 
to be the allocation of rents among different worker 
groups—and more precisely link institutional and eco-
nomic factors to the incidence of the tax should be a 
high priority. 

Second, the analysis of corporate taxes could fruitfully 
move towards developing conceptual models that can 
distinguish different types of labor—at the very least 
differentiating between rank-and-file workers and top 
executives. This reinforces and builds on points made 
by Auerbach (2018), Dobridge et al. (2021), Fuest et al. 
(2013, 2018), and others.

Third, a crucial unanswered question is whether 
increases and decreases in rents have symmetric 
effects. Almost all the evidence above focused on rent 

increases (tax cuts or patent awards). From a theoret-
ical perspective, the effects may be asymmetric since 
wages may be downwardly rigid, as observed in the 
context of a tax increase in Risch (2024), who found 
that the adjustment of wages to a tax increase took 
the form of slower future wage growth, rather than a 
reduction in wages. Moreover, items like bonuses, new 
stock options, and long-term incentives are unlikely to 
take on negative values. There is evidence consistent 
with asymmetric effects for increases and reductions 
in value-added taxes (Benzarti et al. 2020) and retail 
sales taxes (Butters et al. 2022). A finding that rent 
sharing is asymmetric with respect to increases and 
decreases in rents would have important implications 
for tax policy. 

Fourth, it is unclear whether firms share rents with 
workers differently depending on the source of the 
rents. We speculate that firms might be less willing 
to share rents that are generated in private ways than 
rents generated in public ways (e.g., by tax cuts). In 
addition, it is not obvious that private rents generated 
through monopoly in product markets, monopsony in 
labor markets, and quasi-rents like those from patents 
are shared in the same way.

Fifth, analysis of the distributional effects of other tax-
es that place burdens on rents (such as a value-added 
tax (Gale 2020) or the destination-based cash-flow tax 
(Auerbach 2010)) could be reconsidered in light of the 
evidence on rent sharing.  

Finally, as highlighted earlier in the paper, we have 
used terms like “rents,” “excess returns,” “excess prof-
its,” and “super-normal” returns interchangeably. While 
this is consistent with usage in the rest of the long 
literature on rent sharing, an important direction for 
future research is to understand the extent to which 
observed excess returns represent true “rents” versus 
“quasi-rents” and how would that affect the impact 
of rent sharing. Notably, empirical estimates of the 
allocation of rent sharing among workers following a 
patent award (Kline et al. 2019), or a research grant 
(Howell and Brown 2020) are reasonably consistent 
with the allocation of rents among workers following 
tax cuts (Carbonnier et al. 2022; Dobridge et al. 2021; 
Kennedy et al. 2024; Ohrn 2022). But more research is 
needed to clarify this issue. 
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15  Fuest et al. (2013) report that half of workers in West Germany and almost two-thirds in East Germany were 
covered by a collective bargaining agreement in 2009. In the U.S., unionization rates are quite low—6% in 
2020 (Stansbury and Summers 2020). Issues of union coverage and sectoral bargaining in Germany are 
reviewed thoroughly in Jäger, Noy, and Schoefer (2022), while Sandrock (2015) provides an overview of how 
workers are legally integrated into corporate decision-making in Germany through the Codetermination Act 
of 1976. As Gale and Thorpe (2022) show (extending the model by Arulampalam et al. 2012), workers with 
more market power would be expected to be exposed to a greater share of both increases and reductions 
in corporate rents. In addition, 13% of the Fuest et al. (2018) sample have top-coded wage data, which may 
cause the analysis to miss important effects among high earners. In Dobridge et al. (2021), for example, the 
top 10% of workers alone received 60% of all rents, and 75% of the rents shared with labor. 

16  Numerous additional empirical studies of corporate tax incidence have been undertaken but have (a) not 
distinguished rents from normal returns and (b) not focused on heterogeneous affect across workers. An 



early generation of empirical studies aims to estimate the relationship between corporate taxes and wages 
by focusing on cross-country comparisons (Hassett and Mathur 2006; Felix 2007; Desai et al. 2007). These 
papers generally generated very large negative impacts of corporate taxes on wages, but in some cases 
the results seemed an order of magnitude larger than could be plausible, often suggesting labor burdens of 
more than 200% of the tax. Liu and Altshuler (2013) use an imperfectly competitive framework with indus-
try concentration included as an explanatory variable to estimate that labor bears between 42% and 80% 
of the corporate income tax. Suárez Serrato and Zidar (2016) extend the literature in both theoretical and 
empirical directions. They estimate the incidence of state-level corporate taxes and apportionment rules in 
a spatial equilibrium model with location specific-rents that accrue to business owners. In that framework, 
state corporate taxes impose significant burdens (about 40% of the overall burden) on firm owners. Gravelle 
(2021) provides a recent survey and extensive criticism of the literature. Clausing (2012, 2013) provides 
further critiques. Several studies estimate the “direct” effects of corporate taxes on wages (holding output, 
investment and interest rates constant), but do not distinguish between types of earners. Using data from 9 
countries, Arulampalam et al (2012) estimate that, holding constant value added per worker, a $1 increase in 
corporate income tax reduces long run real wages by $0.49. Dwenger et al. (2019), using German data, find 
similar results holding employment constant; when employment changes are considered, the wage bill only 
falls by 19-28% of the tax increase. See also Azémar and Hubbard 2015 and Felix and Hines 2022. 

17  For a complete model summary, see https://www.taxpolicycenter.org/resources/brief-description-tax-model. 
For description and justification of the use of Expanded Cash Income as the income classifier, see Rosen-
berg (2013). For a description and justification of the corporate tax incidence assumptions, see Nunns 2012.  
For a description of the aging of the data and how it is matched to more than 100 aggregate dimensions of 
the tax code, see Khitatrakun, Mermin, and Francis 2016. 

18  For a complete model summary, see https://www.taxpolicycenter.org/resources/brief-description-tax-model. 
For description and justification of the use of Expanded Cash Income as the income classifier, see Rosen-
berg (2013). For a description and justification of the corporate tax incidence assumptions, see Nunns 2012.  
For a description of the aging of the data and how it is matched to more than 100 aggregate dimensions of 
the tax code, see Khitatrakun, Mermin, and Francis 2016. 

19  The 2006 PUF was the most representative available PUF when TPC revised the tax model’s core data file 
in 2015. The PUF for 2007 was judged to be from too much of a “boom” year and the one from 2008 was 
judged to be from a recession year. 

20  Aging of data is common practice (see Avery et al. 2015) and is present in the CBO, JCT, and Treasury models 
as well as the TPC model. To assuage any potential concerns with the aging and matching process used for 
the data, in addition to the extensive matching in Khitatrakun, Mermin, and Gordon (2016), we have re-esti-
mated the model with 2011 data as a sensitivity analysis. Those results, available on request, are very similar 
to the main results using 2019 data, which are reported in the next section. 

21  Like the other simulations and empirical studies noted in the paragraph, the TPC model does not distinguish 
between profits from corporations’ domestic versus foreign operations. Multinational corporations clearly 
account for a large share of corporate activity, but only a small share of corporate tax revenues appears to 
derive from foreign operations. For example, the corporate tax is projected to raise $479 billion in 2024 (CBO 
2023), including about $27 billion from the levy imposed in the TCJA on previously accrued but not repatri-
ated foreign earnings (JCT, 2017). Thus, revenues from corporate activity in 2024 are projected to be about 
$450 billion. Toder (2023) estimates that in 2024, GILTI will raise $15 billion and subpart F will raise about 
$8 billion, for a total of $23 billion (about 5% of total corporate revenues, not accounting for the repatriation 
tax). These calculations may produce over-estimates of the share of revenues due to foreign source income. 
For example, JCT (2017), in their revenue estimates for TCJA, actually predict a smaller revenue impact ($9 
billion) for GILTI in 2024. Thus, only about 5% of corporate revenues come from taxing foreign profits. Even if 
those revenues were ignored—or distributed to foreigners or someone else outside the TPC calculator—our 



results would not change significantly. Also, there is evidence (Budd et al. 2005) that rent sharing can occur 
across borders by multinational firms. Thus, on the one hand instead of allocating rents between sharehold-
ers and domestic workers, U.S. MNCs could allocate rents between shareholders and domestic workers and 
foreign workers. On the other hand, foreign-based firms could allocate rents from foreign profits to domestic 
workers. The net bias is unclear but likely to be small. Similarly small estimates come from the Penn-Whar-
ton Budget Model, which estimates that the international provisions of TCJA raised $15 billion in 2018 and 
$17 billion in 2019, before plummeting in 2020 (Penn-Wharton Budget Model 2023). 

22  By way of comparison, the Congressional Budget Office (2018) and the Joint Committee on Taxation (2013) 
allocate 75% of the burden of corporate income taxes to all capital owners and 25% to labor without explicit-
ly distinguishing between normal and excess returns. 

23 The model allows for some behavioral responses as well and can measure effective marginal tax rates, but we 
do not employ either capability in this paper. Because we examine changes in incidence assumptions rather 
than changes in policy, there are no behavioral or revenue effects in our analysis. 

24  The Kakwani (1977) index is defined as twice the area between the concentration curve of the tax, which 
measures income groups’ share of total taxes, and the Lorenz curve of pre-tax income, which measures 
income groups’ share of pre-tax income, integrated over the proportion of tax returns. It is used to ana-
lyze the effects of taxation on the income distribution and the effects of income distribution on taxes. The 
concentration coefficient for tax is calculated similarly to a Gini coefficient for taxes paid but ranks tax units 
by pre-tax income instead of taxes paid. The index ranges between -1 and 1 and is zero for proportional (to 
income) taxes, negative for regressive taxes, and positive for progressive taxes. For further discussion, see 
Formby et al. (1981) and Lambert (2021). The Suits (1977) index is similar: like the Kakwani index, it ranges 
from -1 to 1, is zero for taxes proportional to income, and is negative (positive) for regressive (progressive) 
taxes. The main difference between the two measures is that the Suits index integrates the area between the 
concentration curve and pre-tax income curve with respect to total income, rather than total tax returns. For a 
comparison of the indices and further discussion of this difference, see Formby et al. (1981). Standard errors 
for both indices are calculated using a standard bootstrap technique (Efron 1986) with 10,000 replicates, as 
applied to the Suits index in Anderson et al. (2003) and the Kakwani index in Brzezinski et al. (2022). 

25  The empirical literature that documents rent sharing (for example, Ohrn 2022; Dobridge et al. 2022; Kennedy 
et al. 2024) finds effects that are firm-specific and short-run in nature. In contrast, our distributional analysis 
focuses on the long-term. In the long-term, it makes sense that the wage gains from rent sharing are diffused 
throughout the economy due to competition. If wages rise for workers at firms or sectors making excess 
returns, one would naturally expect other workers to migrate there, reducing labor supply in other sectors and 
raising wages in other sectors via general equilibrium effects. Indeed, it would be odd if consistently “excess” 
wages in one sector did not cause labor market adjustments—whether for rank-and-file workers or for exec-
utives and managers. Such adjustments are a key equilibrating mechanism in Harberger (1962) and every 
general equilibrium analysis of the corporate tax since then. 

26  To construct the simulation for Fuest et al. (2018), we use results from their Table 4. The authors estimate 
that corporate tax changes have a statistically insignificant effect with a near-zero point estimate for high-
skill workers, compared to statistically significant estimates of wage elasticities with respect to the net-of-
tax rate of 0.357 for medium-skill workers and 0.377 for low-skill workers. We assume those two elasticities 
are equal and define high-skilled labor as individuals in the top third of the labor compensation distribution, 
medium-skilled workers as the middle third, and low-skilled workers as the bottom third. To implement Fuest 
et al.’s results in the TPC model, therefore, we distribute the tax on rents proportional to labor compensation 
among individuals in the bottom two thirds of the labor compensation distribution. In fact, Fuest et al. (2018) 
report that only 15% of workers fall into the high-skill category, and some low- or medium-skill workers may 
still be highly compensated, so our results provide a lower bound on (and may overstate) the regressivity 
implied by the Fuest et al. (2018) analysis. 



27 For each of the alternative scenarios, the observed base case distribution of wages (and other income) is as-
sumed to stay the same. That assumption is typical in simulation studies that look at changes in tax policies, 
but it raises an issue in this study—which looks at changes in incidence. To see this, let each individual’s 
wages be the sum of a productivity component and a rent sharing component. As the amount of rent shar-
ing with workers changes across the various scenarios in the paper, the rent sharing component of wages 
in the base case should also presumably change. We implicitly allow that change to occur and we implicitly 
adjust the productivity component so that we keep wages unchanged in the base case in each scenario. We 
follow this approach because we want to keep the base case numerically constant across scenarios (and 
consistent with real-world data), so that we can meaningfully compare the base case distribution of taxes 
to the distribution of taxes in each of the scenarios. An alternative approach would be to keep the productiv-
ity component constant across the various scenarios and thus change the wage reported in the base case 
in each scenario. This could plausibly be the right approach in certain contexts. In our analysis, however, it 
would make it more difficult to interpret results because wages in the base case would no longer correspond 
to real world values. 

28  Varying the proportion of overall rents that are shared with workers can have different effects on both progres-
sivity measures depending on which workers receive the rents. These parameters interact in intuitive ways. 
As shown in Appendix Tables A1 and A2, as the amount of rents going to workers rises, the tax becomes 
more progressive if rents are allocated progressively across workers relative to supernormal returns (as in 
Dobridge et al. 2021) and less progressive if rents are allocated regressively across workers (as in Fuest et 
al. 2018).  

29  Note that while the Suits index does not increase markedly relative to the base case (which assumes 60% ex-
cess returns and no rent-sharing), it increases substantially relative to the scenario with 0% excess returns. 



20THE INCIDENCE AND DISTRIBUTIONAL EFFECTS OF THE CORPORATE INCOME TAX

References 
Anderson, John E., Atrayee Ghosh Roy, and Paul A. 

Shoemaker. 2003. "Confidence intervals for the 
Suits Index." National Tax Journal, 56 (1): 81-90.

Arulampalam, Wiji, Michael P. Devereux, and Giorgia 
Maffini. 2012. “The Direct Incidence of Corporate 
Income Tax on Wages.” European Economic Re-
view, 56 (6): 1038–54. https://doi.org/10.1016/j.
euroecorev.2012.03.003. 

Auerbach, Alan J. 1993. “Public Finance in Theory and 
Practice.” National Tax Journal, 6 (4): 519–26. 
https://doi.org/10.1086/NTJ41789044. 

Auerbach, Alan J. 2006. “Who Bears the Corporate 
Tax? A Review of What We Know.” Tax Policy and 
the Economy, 20 (January): 1–40. https://doi.
org/10.1086/tpe.20.20061903. 

Auerbach, Alan J. 2010. “A Modern Corporate Tax.” 
Center for American Progress and the Hamilton 
Project. https://www.brookings.edu/wp-content/
uploads/2016/06/12_corporate_tax_auerbach.
pdf. 

Auerbach, Alan J. 2018. “Measuring the Effects of 
Corporate Tax Cuts.” Journal of Economic Per-
spectives, 2 (4): 97–120. https://doi.org/10.1257/
jep.32.4.97. 

Auerbach, Alan, and James Hines. 2001. “Perfect 
Taxation with Imperfect Competition.” w8138. 
Cambridge, MA: National Bureau of Economic 
Research. https://doi.org/10.3386/w8138. 

Autor, David, David Dorn, Lawrence F. Katz, Christina 
Patterson, and John Van Reenen. 2020. “The 
Fall of the Labor Share and the Rise of Superstar 
Firms.” Quarterly Journal of Economics, 135 (2): 
645–709. 

Avi-Yonah, Reuven, and Young Ran Kim. 2022. "Tax 
Harmony: The Promise and Pitfalls of the Global 
Minimum Tax." Mich. J. Int'l L. 43: 505.

Azémar, Céline, and R. Glenn Hubbard. 2015. “Coun-
try Characteristics and the Incidence of Capital 
Income Taxation on Wages: An Empirical Assess-
ment.” Canadian Journal of Economics/Revue 
Canadienne d’économique, 48 (5): 1762–1802. 
https://doi.org/10.1111/caje.12179. 

Baker, Scott R., Stephen Teng Sun, and Constantine 
Yannelis. 2020. “Corporate Taxes and Retail Pric-

es.” w27058. Cambridge, MA: National Bureau of 
Economic Research.  https://doi.org/ 10.3386/
w27058.

Barkai, Simcha. 2020. “Declining Labor and Capital 
Shares.” The Journal of Finance, 75 (5): 2421–63. 
https://doi.org/10.1111/jofi.12909. 

Barth, Erling, Alex Bryson, James C. Davis, and Richard 
Freeman. 2016. “It’s Where You Work: Increases 
in the Dispersion of Earnings across Establish-
ments and Individuals in the United States.” Jour-
nal of Labor Economics, 34 (S2): S67–97. https://
doi.org/10.1086/684045. 

Basu, Susanto. 2019. “Are Price-Cost Markups Rising 
in the United States? A Discussion of the Evi-
dence.” Journal of Economic Perspectives, 33 (3): 
3–22. https://doi.org/10.1257/jep.33.3.3. 

Bebchuk, Lucian Arye, and Jesse M Fried. 2003. “Ex-
ecutive Compensation as an Agency Problem.” 
Journal of Economic Perspectives, 17(3): 71–92. 
https://doi.org/10.1257/089533003769204362. 

Bebchuk, Lucian Arye, Jesse M Fried, and David I Walk-
er. 2002. “Managerial Power and Rent Extraction 
in the Design of Executive Compensation.” The 
University of Chicago Law Review, 69 (3): 751–
846. 

Beer, Sebastian, Ruud de Mooij, and Li Liu. 2020. 
“International Corporate Tax Avoidance: A Review 
of The Channels, Magnitudes, and Blind Spots.” 
Journal of Economic Surveys, 34(3): 660–688.

Berle, Adolf A., and Gardiner C. Means. 1934. “Eco-
nomics–Law and Planned Business: The Mod-
ern Corporation and Private Property.” Public 
Administration, 2 (2): 191–212. https://doi.
org/10.1111/j.1467-9299.1934.tb01905.x. 

Berry, Steven, Martin Gaynor, and Fiona Scott Morton. 
2019. “Do Increasing Markups Matter? Lessons 
from Empirical Industrial Organization.” Journal 
of Economic Perspectives, 33 (3): 44–68. https://
doi.org/10.1257/jep.33.3.44.  

Benzarti, Youssef; Dorian Carloni; Jarkko Harju. 2020. 
“What Goes Up May Not Come Down: Asymmet-
ric Incidence of Value-Added Taxes.” Journal of 
Political Economy, 128:12. 

Bertrand, M., and S. Mullainathan. 2001. “Are 
CEOs Rewarded for Luck? The Ones With-
out Principals Are.” The Quarterly Journal 
of Economics, 116 (3): 901–32. https://doi.



21THE INCIDENCE AND DISTRIBUTIONAL EFFECTS OF THE CORPORATE INCOME TAX

org/10.1162/00335530152466269. 
Bloesch, Justin, Birthe Larsen, and Bledi Taska. 2021. 

“Which Workers Earn More at Productive Firms? 
Position Specific Skills and Individual Worker 
Hold-up Power.” Job Market Paper. https://schol-
ar.harvard.edu/files/bloesch/files/bloesch_jmp_
larsen_taska_position_specificity_holdup_pow-
er_dec31.pdf. 

Board of Governors of the Federal Reserve System. 
2022. “Market Yield on U.S. Treasury Securities 
at 10-Year Constant Maturity [DGS10], Retrieved 
from FRED, Federal Reserve Bank of St. Louis.” 
https://fred.stlouisfed.org/series/DGS10. 

Borden, Bradley T. 2018. “Income-Based Effective Tax 
Rates and Choice-of-Entity Considerations Under 
the 2017 Tax Act.” National Tax Journal, 71(4): 
613-634. https://doi.org/10.17310/ntj.2018.4.02

Brzezinski, Michal, Michał Myck, and Mateusz Na-
jsztub. 2022. "Sharing the gains of transition: 
Evaluating changes in income inequality and 
redistribution in Poland using combined survey 
and tax return data." European Journal of Political 
Economy 73: 102121. 

Budd, John W., Jozef Konings, and Matthew J. Slaugh-
ter. 2005. “Wages and International Rent Sharing 
in Multinational Firms.” Review of Economics and 
Statistics, 87(1): 73–84. 

Bureau of Economic Analysis. 2021. “National Income 
and Product Accounts, Table 5.2.5U ‘Gross and 
Net Domestic Investment by Major Type.’” 

Bureau of Economic Analysis. 2022. “National Income: 
Corporate Profits before Tax (without IVA and 
CCAdj) [A053RC1Q027SBEA]” and “Gross Domes-
tic Product [GDP].” Retrieved from FRED, Federal 
Reserve Bank of St. Louis. https://fred.stlouisfed.
org/series/A053RC1Q027SBEA.  

Butters, R. Andrew, Daniel Sacks, Boyoung Seo. 2002. 
“How Do National Firms Respond to Local Cost 
Shocks?” American Economic Review, 112(5), 
1737-1772.

Carbonnier, Clément, Clément Malgouyres, Loriane Py, 
and Camille Urvoy. 2022. “Who Benefits from Tax 
Incentives? The Heterogeneous Wage Incidence 
of a Tax Credit.” Journal of Public Economics 206 
(February): 104577. https://doi.org/10.1016/j.
jpubeco.2021.104577. 

Card, David. 1996. “Deregulation and Labor Earnings 

in the Airline Industry.” w5687. Cambridge, MA: 
National Bureau of Economic Research. https://
doi.org/10.3386/w5687. 

Card, David, Ana Rute Cardoso, Joerg Heining, and 
Patrick Kline. 2018. “Firms and Labor Market 
Inequality: Evidence and Some Theory.” Journal 
of Labor Economics, 36 (S1): S13–70. https://doi.
org/10.1086/694153. 

Chetty, R., and E. Saez. 2005. “Dividend Taxes and 
Corporate Behavior: Evidence from the 2003 Divi-
dend Tax Cut.” The Quarterly Journal of Econom-
ics, 120 (3): 791–833. https://doi.org/10.1093/
qje/120.3.791. 

Cho, David, and Alan B. Krueger. 2022. "Rent Sharing 
within Firms." Journal of Labor Economics, 40 
(S1): S17-S38. 

Clark, Kim B. 1984. “Unionization and Firm Perfor-
mance: The Impact on Profits, Growth, and 
Productivity.” The American Economic Review, 74 
(5): 893–919. 

Clausing, Kimberly A. 2012. “In Search of Corporate 
Tax Incidence.” Tax Law Review, 65 (3): 433–72. 

Clausing, Kimberly A. 2013. “Who Pays the Corporate 
Tax in a Global Economy?” National Tax Journal, 
66 (1): 151–84. 

Clausing, Kimberly A. 2020. “Profit Shifting Before 
and After the Tax Cuts and Jobs Act.” Nation-
al Tax Journal, 73(4): 1233-1266. https://doi.
org/10.17310/ntj.2020.4.14

Clausing, Kimberly A. 2023. "Capital Taxation and 
Market Power." Working Paper. Available at SSRN 
4419599. https://papers.ssrn.com/sol3/papers.
cfm?abstract_id=4419599. 

Congressional Budget Office. 2018. “An Overview 
of CBO’s Microsimulation Tax Model.” June 22. 
https://www.cbo.gov/publication/54096. 

Congressional Budget Office. 2023. “The Budget and 
Economic Outlook: 2023 to 2033.” https://www.
cbo.gov/system/files/2023-02/58848-Outlook.
pdf. 

Corrado, Carol, Chiara Criscuolo, Jonathan Haskel, 
Alexander Himbert, and Cecilia Jona-Lasinio. 
2021. “New Evidence of Intangibles, Diffusion, 
and Productivity.” OECD Science, Technology and 
Industry Working Papers, no. 2021/10. https://
doi.org/10.1787/18151965

Cronin, Julie-Anne, Emily Y. Lin, Laura Power, and 



22THE INCIDENCE AND DISTRIBUTIONAL EFFECTS OF THE CORPORATE INCOME TAX

Michael Cooper. 2013. “Distributing the Corporate 
Income Tax: Revised U.S. Treasury Methodology.” 
National Tax Journal, 66 (1): 239–62. https://doi.
org/10.17310/ntj.2013.1.09. 

Cronin, Julie-Anne. 2022. “U.S Treasury Distributional 
Analysis Methodology.” Office of Tax Analysis, 
Technical Paper 8. https://home.treasury.gov/
system/files/131/TP-8.pdf

Crouzet, Nicolas, and Janice Eberly. 2018. “Under-
standing Weak Capital Investment: The Role of 
Market Concentration and Intangibles.” Federal 
Reserve Bank of Kansas City Jackson Hole Eco-
nomic Policy Proceedings, 2018: 87–149. 

Crouzet, Nicolas, Janice C. Eberly, Andrea L. Eisfeldt, 
and Dimitris Papanikolaou. 2022. “The Eco-
nomics of Intangible Capital.” Journal of Eco-
nomic Perspectives, 36(3): 29-52. https://doi.
org/10.1257/jep.36.3.29.

Damodaran, Aswath. 2020. “Equity Risk Premiums: De-
terminants, Estimation and Implications-the 2020 
Edition.” NYU Stern School of Business. 

De Loecker, Jan, Jan Eeckhout, and Gabriel Unger. 
2020. “The Rise of Market Power and the Mac-
roeconomic Implications.” The Quarterly Journal 
of Economics, 135 (2): 561–644. https://doi.
org/10.1093/qje/qjz041. 

De Ridder, Maarten. 2024. “Market Power and Innova-
tion in the Intangible Economy.” The American 
Economic Review, 114 (1): 199-251.

Desai, Mihir A., C. Fritz Foley, and James R. Hines Jr. 
2007. “Dividend Policy Inside the Multinational 
Firm.” Financial Management, 36 (1): 5–26. 

Devereux, Michael P. 2023. "International tax competi-
tion and coordination with a global minimum tax." 
National Tax Journal, 76 (1): 145-166.

Dickens, William, and Lawrence Katz. 1987. “Inter-In-
dustry Wage Differences and Theories of Wage 
Determination.” Working Paper w2271. Cam-
bridge, MA: National Bureau of Economic Re-
search. https://doi.org/10.3386/w2271. 

Dobridge, Christine L., Paul Landefeld, and Jacob 
Mortenson. 2021. “Corporate Taxes and the 
Earnings Distribution: Effects of the Domestic 
Production Activities Deduction.” Finance and 
Economics Discussion Series, 2021 (077): 1–85. 
https://doi.org/10.17016/FEDS.2021.081. 

Donohoe, Michael P., Gary A. McGill, and Edmund 

Outslay. 2019. “The Geometry of International 
Tax Planning After the Tax Cuts and Jobs Act: 
A Riff on Circles, Squares, and Triangles.” Na-
tional Tax Journal, 73(4): 647-670. https://doi.
org/10.17310/ntj.2019.4.01

Dowd, Tim, Christopher Giosa, and Thomas Willing-
ham. 2020. “Corporate Behavioral Responses to 
the TCJA for Tax Years 2017 – 2018.” Nation-
al Tax Journal, 73(4): 1109-1134. https://doi.
org/10.17310/ntj.2020.4.09 

Dwenger, Nadja, Viktor Steiner, and Pia Rattenhuber. 
2019. “Sharing the Burden? Empirical Evidence 
on Corporate Tax Incidence.” German Economic 
Review, 20 (4): e107–40. https://doi.org/10.1111/
geer.12157. 

Edmond, Chris, Virgiliu Midrigan, and Daniel Yi Xu. 
2023. "How costly are markups?." Journal of 
Political Economy, 131 (7): 1619-1675.

Efron, Bradley, and Robert Tibshirani. 1986. "Bootstrap 
methods for standard errors, confidence inter-
vals, and other measures of statistical accuracy." 
Statistical science, 1: 54-75. 

Felix, R. Alison. 2007. “Passing the Burden: Corporate 
Tax Incidence in Open Economies.” Federal Re-
serve Bank of Kansas City. 

Felix, R. Alison, and James R. Hines Jr. 2022. "Corpo-
rate taxes and union wages in the United States." 
International Tax and Public Finance, 29 (6): 
1450-1494.

Formby, John P., Terry G. Seaks, and W. James Smith. 
1981. “A Comparison of Two New Measures of 
Tax Progressivity.” The Economic Journal, 91 
(364): 1015-1019.

Fox, Edward. 2020. “Does Capital Bear the U.S. Corpo-
rate Tax After All? New Evidence from Corporate 
Tax Returns.” Journal of Empirical Legal Studies, 
17 (1): 71–115. 

Fox, Edward G., and Zachary Liscow. 2020. “A Case for 
Higher Corporate Tax Rates.” Tax Notes, 167(12): 
2021–28. 

Fox, Edward, and Benjamin David Pyle. 2022. "Who 
Benefits from Corporate Tax Cuts?: Evidence 
from Banks and Credit Unions around the TCJA." 
Working Paper. Available at https://scholarship.
law.bu.edu/cgi/viewcontent.cgi?article=4612&-
context=faculty_scholarship. 

Fuest, Clemens, Andreas Peichl, and Sebastian Sie-



23THE INCIDENCE AND DISTRIBUTIONAL EFFECTS OF THE CORPORATE INCOME TAX

gloch. 2013. “Do Higher Corporate Taxes Reduce 
Wages? Micro Evidence from Germany.” Working 
Paper. 

Fuest, Clemens, Andreas Peichl, and Sebastian Sie-
gloch. 2018. “Do Higher Corporate Taxes Reduce 
Wages? Micro Evidence from Germany.” Ameri-
can Economic Review, 108 (2): 393–418. https://
doi.org/10.1257/aer.20130570. 

Furman, Jason, and Peter Orszag. 2018. “A Firm-Level 
Perspective on the Role of Rents in the Rise in 
Inequality.” In Toward a Just Society: Joseph Sti-
glitz and Twenty-First Century Economics, edited 
by Martin Guzman: 19–47. Columbia University 
Press. 

Gale, William G., and Samuel I. Thorpe. 2022. “Rethink-
ing the Incidence of the Corporate Income Tax.” 
The Brookings Institution. https://www.brookings.
edu/research/rethinking-the-incidence-of-the-cor-
porate-income-tax/

Gale, William G., and Claire Haldeman. 2021. “The Tax 
Cuts and Jobs Act: Searching for Supply-Side 
Effects.” National Tax Journal, 74 (4): 895–914. 
https://doi.org/10.1086/717132. 

Gentry, William. 2007. “A Review of the Evidence on 
the Incidence of the Corporate Income Tax.” OTA 
Paper 101. Office of Tax Analysis, U.S. Depart-
ment of the Treasury. 

Gentry, William M., and R. Glenn Hubbard. 1997. “Dis-
tributional Implications of Introducing a Broad-
Based Consumption Tax.” Tax Policy and the 
Economy, 11 (January): 1–48. 

Gordon, Roger H., and Joel Slemrod. 1988. “Do We 
Collect Any Revenue from Taxing Capital In-
come?” Tax Policy and the Economy, 2 (January): 
89–130. https://doi.org/10.1086/tpe.2.20061774. 

Gordon, Roger, Laura Kalambokidis, and Joel Slemrod. 
2004. “Do We Now Collect Any Revenue from Tax-
ing Capital Income?” Journal of Public Econom-
ics, 88 (5): 981–1009. https://doi.org/10.1016/
S0047-2727(03)00045-8. 

Gravelle, Jane G. 2021. “Corporate Tax Reform: Issues 
for Congress.” CRS Report RL34229. Congres-
sional Research Service. https://sgp.fas.org/crs/
misc/RL34229.pdf. 

Gravelle, Jennifer. 2015. “Corporate Tax Incidence with 
Excess Profits.” Annual Conference on Taxation 
Proceedings, National Tax Association 108. 

Grullon, Gustavo, Yelena Larkin, and Roni Michaely. 
2019. “Are US Industries Becoming More Con-
centrated?” Review of Finance ,23 (4): 697–743. 
https://doi.org/10.1093/rof/rfz007. 

Guenther, Gary. 2018. “The Section 179 and Section 
168(k) Expensing Allowances: Current Law and 
Economic Effects.” CRS Report RL31852. Con-
gressional Research Service. https://crsreports.
congress.gov/product/pdf/RL/RL31852. 

Gürtzgen, Nicole. 2009. “Wage Insurance within 
German Firms: Do Institutions Matter?” Journal 
of the Royal Statistical Society - Series A, 177: 
345–69. 

Hall, B. J., and J. B. Liebman. 1998. “Are CEOs Really 
Paid Like Bureaucrats?” The Quarterly Journal 
of Economics, 113 (3): 653–91. https://doi.
org/10.1162/003355398555702. 

Harberger, Arnold C. 1962. “The Incidence of the 
Corporation Income Tax.” Journal of Polit-
ical Economy, 70 (3): 215–40. https://doi.
org/10.1086/258636. 

Hassett, Kevin, and Aparna Mathur. 2006. “Taxes and 
Wages.” AEI Working Paper No. 128. American 
Enterprise Institute. 

Henry, Erin, George E. Plesko, and Steven Utke. 2018. 
“Tax Policy and Organizational Form: Assessing 
the Effects of the Tax Cuts and Jobs Act of 2017.” 
National Tax Journal, 71(4): 635-660. https://doi.
org/10.17310/ntj.2018.4.03

Henry, Erin, and Richard Sansing. 2020. “Corporate 
Tax Preferences Before and After the Tax Cuts 
and Jobs Act of 2017.” National Tax Journal, 
73(4): 1065-1086. https://doi.org/10.17310/
ntj.2020.4.07

Howell, Sabrina, and J. David Brown. 2020. “Do Cash 
Windfalls Affect Wages? Evidence from R&D 
Grants to Small Firms.” w26717. Cambridge, MA: 
National Bureau of Economic Research. https://
doi.org/10.3386/w26717. 

Johannesen, Niels. 2022. "The global minimum tax." 
Journal of Public Economics 212: 104709.

Joint Committee on Taxation. 2013. “Modeling the 
Distribution of Taxes on Business Income.” 
https://www.jct.gov/CMSPages/GetFile.
aspx?guid=c16301b2-921e-45d4-9811-
eab7b0e01d62. 

Joint Committee on Taxation. 2017. “Estimated Bud-



24THE INCIDENCE AND DISTRIBUTIONAL EFFECTS OF THE CORPORATE INCOME TAX

get Effects of the Conference Agreement for H.R. 
1, The Tax Cuts and Jobs Act.” https://www.jct.
gov/publications/2017/jcx-67-17/. 

Joint Committee on Taxation. 2023. “Possible Effects 
of Adopting the OECD’s Pillar Two, Both World-
wide and In the United States.” https://www.
finance.senate.gov/imo/media/doc/118-0228b_
june_2023.pdf 

Kakwani, Nanak C. 1977. “Applications of Lorenz 
Curves in Economic Analysis.” Econometrica 
45(3), 719-728.

Kalleberg, Arne L., Michael Wallace, and Robert P. 
Althauser. 1981. “Economic Segmentation, 
Worker Power, and Income Inequality.” American 
Journal of Sociology, 87 (3): 651–83. https://doi.
org/10.1086/227499. 

Karabarbounis, Loukas, and Brent Neiman. 2013. 
“The Global Decline of the Labor Share.” w19136. 
Cambridge, MA: National Bureau of Economic 
Research. https://doi.org/10.3386/w19136. 

Katz, Lawrence F., and Lawrence H. Summers. 1989. 
“Industry Rents: Evidence and Implications.” 
Brookings Papers on Economic Activity. Micro-
economics 1989 (January): 209–90. https://doi.
org/10.2307/2534722. 

Kennedy, Patrick J., Christine Dobridge, Paul 
Landefeld, Jacob Mortenson. 2024. “The Equi-
ty-Efficiency Tradeoff of the Corporate Income 
Tax:  Evidence from the Tax Cuts and Jobs Act.”.  

Khitrakun, Surachi, Gordon B.T. Mermin, and Norton 
Francis. 2016. “Incorporating State Analysis Into 
the Tax Policy Center’s Microsimulation Mod-
el: Documentation and Methodology.” Working 
Paper. https://www.urban.org/sites/default/
files/2016/03/31/incorporating_state_analysis_
into_the_tpc_microsimulation_model_v2.pdf

Kline, Patrick, Neviana Petkova, Heidi Williams, and 
Owen Zidar. 2019. “Who Profits from Patents? 
Rent-Sharing at Innovative Firms.” The Quarter-
ly Journal of Economics, 134 (3): 1343–1404. 
https://doi.org/10.1093/qje/qjz011. 

Krueger, Alan B., and Lawrence H. Summers. 1988. 
“Efficiency Wages and the Inter-Industry Wage 
Structure.” Econometrica, 56 (2): 259–93. https://
doi.org/10.2307/1911072. 

Lambert, Peter. 2001. The Distribution and Redistribu-
tion of Income: Third Edition. Manchester Univer-

sity Press.
Lee, David, and Alexandre Mas. 2009. “Long-Run 

Impacts of Unions on Firms: New Evidence from 
Financial Markets, 1961-1999.” Working Paper 
w14709. Cambridge, MA: National Bureau of 
Economic Research. https://doi.org/10.3386/
w14709. 

Lester, Richard A. 1952. “A Range Theory of Wage 
Differentials.” ILR Review, 5 (4): 483–500. https://
doi.org/10.1177/001979395200500401. 

Liu, Li, and Rosanne Altshuler. 2013. “Measuring the 
Burden of the Corporate Income Tax Under Imper-
fect Competition.” National Tax Journal, 66 (1): 
215–37. https://doi.org/10.17310/ntj.2013.1.08. 

Manning, Alan. 2021. “Monopsony in Labor Markets: 
A review.” ILR Review 74(1): 3-26. https://doi.
org/10.1177/0019793920922499

Mathur, Aparna. 2019. “Don’t Give Up on the Tax Cuts 
and Jobs Act Just Yet.” AEIdeas, September 16. 

Nallareddy, Suresh, Ethan Rouen, and Juan Carlos 
Suárez Serrato. 2018. “Do Corporate Tax Cuts In-
crease Income Inequality?” NBER Working Paper 
No. w24598. Cambridge, MA: National Bureau 
of Economic Research. https://doi.org/10.3386/
w24598. 

Nunns, Jim. 2012. “How TPC Distributes the Corpo-
rate Income Tax.” Tax Policy Center. https://www.
urban.org/research/publication/how-tpc-distrib-
utes-corporate-income-tax. 

Oh, H. Lock, and Fritz Scheuren. 1978. “Multivariate 
Ranking Ratio Estimation in the 1973 Exact 
Match Study.” Proceedings of the Section on 
Survey Research Methods, American Statistical 
Organization: 716-722.

Ohrn, Eric. 2022. “Corporate Tax Breaks and Executive 
Compensation.” Working Paper. Grinnell College. 

Orhangazi, Özgür. 2019. “The Role of Intangible Assets 
in Explaining the Investment–Profit Puzzle.” Cam-
bridge Journal of Economics 43 (5): 1251–86. 
https://doi.org/10.1093/cje/bey046. 

Patel, Elena, and John McClelland. 2017. “What Would 
a Cash Flow Tax Look Like for U.S. Companies? 
Lessons from a Historical Panel.” OTA Working 
Paper 116. Office of Tax Analysis, U.S. Depart-
ment of the Treasury. https://home.treasury.gov/
system/files/131/WP-116.pdf. 

Penn Wharton Budget Model. 2023. “Did Tax Cuts 



25THE INCIDENCE AND DISTRIBUTIONAL EFFECTS OF THE CORPORATE INCOME TAX

and Jobs Act of 2017 Increase Revenue on US 
Corporation’s Foreign Income?” https://budget-
model.wharton.upenn.edu/issues/2023/10/12/
did-tcja-increase-revenue-on-us-corporation-for-
eign-income. 

Power, Laura, and Austin Frerick. 2016. “Have Excess 
Returns to Corporations Been Increasing Over 
Time.” National Tax Journal, 69 (4): 831–45. 
https://doi.org/10.17310/ntj.2016.4.05. 

Risch, Max. 2024. "Does taxing business owners 
affect employees? Evidence from a change in the 
top marginal tax rate." The Quarterly Journal of 
Economics 139 (1): 637-692.

Risch, Max. 2022. “Trickle-Down Revisited.” Unpub-
lished working paper. 

Rose, Nancy L. 1987. “Labor Rent Sharing and Regula-
tion: Evidence from the Trucking Industry.” Jour-
nal of Political Economy, 95 (6): 1146–78. https://
doi.org/10.1086/261509. 

Rosenberg, Joseph. 2013. “Measuring Income for Dis-
tributional Analysis.” Urban-Brookings Tax Policy 
Center Research Report. July 25. https://www.
taxpolicycenter.org/publications/measuring-in-
come-distributional-analysis

Saez, Emmanuel, Benjamin Schoefer, and David Seim. 
2019. “Payroll Taxes, Firm Behavior, and Rent 
Sharing: Evidence from a Young Workers’ Tax Cut 
in Sweden.” American Economic Review, 109 (5): 
1717–63. https://doi.org/10.1257/aer.20171937. 

Slavov, Sita N., and Alan D. Viard. “Taxes, Transfers, 
Progressivity, and Redistribution: Part 1.” Tax 
Notes, September 5. 1437 – 1450. 

Slemrod, Joel. 2007. “Does the United States Tax 
Capital Income?” In Taxing Capital Income, edited 
by Henry J. Aaron, Leonard E. Burman, and C. 
Eugene Steuerle, 3–29. Washington, D.C.: Urban 
Institute Press. 

Slichter, Sumner H. 1950. “Notes on the Structure of 
Wages.” The Review of Economics and Statistics, 
32 (1): 80. https://doi.org/10.2307/1928282. 

Song, Jae, David J Price, Fatih Guvenen, Nicholas 
Bloom, and Till von Wachter. 2019. “Firming Up 
Inequality.” The Quarterly Journal of Economics, 
134 (1): 1–50. https://doi.org/10.1093/qje/qjy025

Splinter, David. 2020. “U.S. Tax Progressivity and 
Redistribution.” National Tax Journal 73(4): 
1005–1024. 

Stansbury, Anna, and Lawrence Summers. 2020. “The 
Declining Worker Power Hypothesis: An Expla-
nation for the Recent Evolution of the American 
Economy.” Brookings Papers on Economic Activ-
ity, 1–96. 

Suárez Serrato, Juan Carlos, and Owen Zidar. 2016. 
“Who Benefits from State Corporate Tax Cuts? 
A Local Labor Markets Approach with Hetero-
geneous Firms.” American Economic Review, 
106 (9): 2582–2624. https://doi.org/10.1257/
aer.20141702. 

Syverson, Chad. 2019. “Macroeconomics and Market 
Power: Context, Implications, and Open Ques-
tions.” Journal of Economic Perspectives, 33 (3): 
23–43. https://doi.org/10.1257/jep.33.3.23. 

Tax Policy Center. 2022. “Brief Description of the Tax 
Model.” Urban-Brookings Tax Policy Center, March 
9. https://www.taxpolicycenter.org/resources/
brief-description-tax-model

Thorpe, Samuel I. 2022. “Worker Power and Wage 
Determination in Imperfect Labor Markets, Ch. 
3: Rent-Sharing with Managers and the Work-
ing Class Since 1990.” Honors Thesis. Williams 
College. 

Toder, Eric, and Kim Rueben. 2007. “Should We Elim-
inate Taxation of Capital Income?” In Taxing 
Capital Income, edited by Henry J. Aaron, Leon-
ard E. Burman, and C. Eugene Steuerle, 89–141. 
Washington, D.C.: Urban Institute Press. https://
brookings.idm.oclc.org/login?url=https://search.
ebscohost.com/login.aspx?direct=true&d-
b=eoh&AN=1087701&site=eds-live&scope=site. 

Toder, Eric. 2023. “The Potential Economic Conse-
quences of Disallowing the Taxation of Unreal-
ized Income.” Brookings-Urban Tax Policy Center. 
Working paper. https://www.taxpolicycenter.org/
sites/default/files/publication/165514/the_po-
tential_economic_consequences_of_disallowing_
the_taxation_of_unrealized_income.pdf. 

Traina, James. 2018. “Is Aggregate Market Power 
Increasing? Production Trends Using Financial 
Statements.” No. 17. Stigler Center New Work-
ing Paper Series. Chicago Booth Stigler Center. 
https://www.promarket.org/wp-content/up-
loads/2018/03/Traina-WITH-COVER.pdf. 

Viard, Alan D. 2019. “The Misdirected Debate About 
the Corporate Tax Cut.” AEIdeas, October 11. 



26THE INCIDENCE AND DISTRIBUTIONAL EFFECTS OF THE CORPORATE INCOME TAX

TABLE 1

Safe Returns as a Share of Corporate Tax Base

Study Time Period Safe Returns as a Share of Corporate Tax Base (%)

Power and Frerick (2016) 1992 - 2013 40 in 1992, < 20 in 2013

Cronin et al. (2013) 1997 - 2007 37

Toder and Rueben (2007) 2004 32

Slemrod (2007) 2002-3 15

Gordon et al. (2004) 1995 16

Hubbard and Gentry (1997) 1980s 40

Fox (2020) 1995 - 2013 4-21

NOTES: The table lists studies and their main conclusions regarding the share of the corporate tax base that consists of the 
safe return. The safe return is one component of the return to capital, the other two being the return to risk and excess returns 
(or rents). 

TABLE 2

Allocation of Rents Among Workers: Estimates Using Plausibly Exogenous Variation in Rents

Study Event Data Time 
Period

Share of 
Rents Ob-
tained by 
Workers

Approximate Distribu-
tion of Rents Among 
Workers

Dobridge et al. 
(2021)

Changes in 
Domestic Pro-
duction Activi-
ties Deduction 
(DPAD)

Universe of U.S. W-2s 
linked with corporate 
tax returns

1995 - 
2015

80% 56% to the top 1 
percent of within-firm 
earnings distribution 
and owner; 24% to the 
90-99th percentile; 
12% to the 50-90th 
percentile; 7% to the 
bottom 50%.

Kennedy et al. 
(2024)

TCJA Universe of employ-
er-employee matched 
IRS tax records

2013-
2019

N.A. No effect among the 
bottom 90% of earn-
ers. 90th (99th) per-
centile earnings rise by 
1.0% (4.5%).

NOTES: The table lists studies and their main conclusions regarding the share of the corporate tax base that consists of the 
safe return. The safe return is one component of the return to capital, the other two being the return to risk and excess returns 
(or rents). 
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TABLE 2 CONT.

NOTES: The table lists recent studies that provide quasi-experimental evidence on the extent to which firms share rents 
with workers and how the shared rents are allocated among workers.

Study Event Data Time 
Period

Share of 
Rents Ob-
tained by 
Workers

Approximate Distribu-
tion of Rents Among 
Workers

Ohrn (2022) Changes in 
bonus deprecia-
tion and DPAD

Execucomp data 
linked to firm-level 
financial statement 
data and governance 
variables.

2013 - 
2019

19-25% of 
rents with 
just top 5 
executives

N.A.

Kline et al. 
(2019)

Approvals of 
economically 
valuable pat-
ents

USPTO universe of 
patent applications 
since 2000 linked with 
Treasury business 
and individual tax 
filings

2000 - 
2013

29% Almost entire change 
concentrated in top 
quartile of within-firm 
earnings distribution. 
Effects indistinguish-
able from zero in 
quartiles 1-3.

Carbonnier et 
al. (2022)

Corporate in-
come tax credit 
in France

Universe of French 
social security dec-
larations linked with 
corporate tax returns 
and public finance 
administration data 
on tax credit claims

2009 - 
2015

40 - 60% All the effects accrue 
to high-skill workers 
(above the median).

Fuest et al. 
(2018)

Municipal cor-
porate income 
tax changes in 
Germany

Administrative linked 
employer-employee 
data from German so-
cial security records 
and administrative 
panel data on the 
universe of German 
municipalities

1993-
2012

50% Effects accrue almost 
entirely to low- and 
medium-skill workers 
(no college degree). 
No significant impact 
on workers with col-
lege degree or higher. 
No impact on low-skill 
workers.
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TABLE 3

Key Definitions in the Tax Policy Center Microsimulation Model

NOTES: The table summarizes the definitions of key variables in the Urban-Brookings Tax Policy Center microsimulation model.

Term Definition

Expanded Cash 
Income

Adjusted gross income plus above-the-line adjustments (for example, IRA contributions, 
student loan interest, and self-employed health insurance deductions), employer-paid 
fringe benefits, employer and employee contributions to tax-deferred retirement saving 
plans, tax-exempt interest, non-taxable social security benefits, non-taxable pension 
and annuity income, accruals within defined benefit pension plans, inside buildup within 
defined contribution plans, cash and cash-like transfer programs (for example, SNAP).

Normal returns • 40 percent of dividends (taxable and inside retirement accounts) 
• 40 percent of capital gains (taxable and inside retirement accounts) 
• 40 percent of passthrough business income not subject to self-employment taxes 
• 100 percent of capital portion of self-employment income (assume 20 percent of 
self-employment income is capital income) 
• 100 percent of capital portion of defined benefit (DB) pension accrual (assume 40 
percent of DB accrual is capital income) 
• 100 percent of interest income (taxable and exempt) 
• 100 percent of supplemental gains

Excess returns to 
shareholders

• 60 percent of dividends (taxable and inside retirement accounts) 
• 60 percent of capital gains on stocks (taxable and inside retirement accounts)

Labor income Wages, employee and employer contributions to defined contribution pensions, the con-
tribution portion of DB accrual (accrual is divided into contribution and return portions), 
employer Social Security and Medicare taxes, employer health care contributions, 80% of 
self-employment income (the assumed labor portion of the SECA tax base), and distribu-
tions from pensions and defined contribution plans (excluding rollovers).
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TABLE 4

Distribution of Different Types of Income and Shared Rents

NOTES:  The table shows the distribution of Expanded Cash Income (ECI), estimated corporate tax burdens, and various forms of 
income, all by ECI class, under the TPC base case for calendar year 2019. ECI, supernormal returns, and labor income are defined 
in Table 3. The top 50% (25%) of labor income is the group that Carbonnier et al., 2022, (Kline et al. 2019) identify as receiving the 
rents that are allocated to workers. Fuest et al. (2018) identify rents as accruing only to low- and medium-skill labor; we attribute  
Dobridge et al. (2021) obtain the following distribution of rents among workers: 51.0 percent go to the top 1 percent of workers in 
a firm’s earning distribution, 16.2% to the 95th-99th percentile, 7.9 to the 90th-95th percentiles, 6.9% to the 75th-90th percentiles, 
5.2% to the 50th-75th percentiles, and 6.7% to the bottom 50 percentiles. The data include both filing and non-filing tax units but 
not those who are dependents of other tax units.  Tax units with negative adjusted gross income are excluded from their respective 
ECI class but included in the totals. Each income percentile contains an equal number of people. The dollar breaks (in 2022 
dollars) are: $29,300 (20%), $57,400 (40%), $101,100 (60%), $181,600 (80%), $267,600 (90%),$380,900 (95%), $912,900 (99%), and 
$3,748,000 (99.9%).

ECI 
Percentile ECI Supernormal 

returns

Rents allocated according to:

All Labor 
Income

Carbonnier 
et al. 
(2022) 
Top 50%

Kline et al. 
(2019) 
Top 25%

Dobridge et 
al. (2021)

Fuest et al. 
(2018)

Lowest 
quintile

4.0 1.1 3.1 0.0 0.0 0.7 11.7

Second 
quintile

8.6 3.5 8.4 4.0 0.0 2.0 31.5

Middle 
quintile

14.5 7.4 15.7 15.5 4.3 3.9 29.7

Fourth 
quintile

20.7 13.0 23.5 25.0 25.3 14.2 17.4

Top quintile 52.1 73.9 48.9 55.2 70.1 78.8 9.2

Addendum

80 – 90th 14.2 10.8 16.2 18.0 21.2 11.9 5.8

90 – 95th 10.0 8.9 11.2 12.6 16.1 9.1 2.0

95 – 99th 12.8 14.5 12.9 14.7 19.4 24.7 1.2

99 - 99.9th 8.1 13.7 6.2 7.1 9.5 22.7 0.2

Top 0.1 
Percent

6.9 25.9 2.5 2.9 3.9 10.3 0.0
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TABLE 5

Specification of Base Case, Central Simulation, and Range of Sensitivity Analysis

TPC Base Case Central 
Simulation

Sensitivity Analysis

Proportion of the corporate tax base that 
consists of excess returns

60 60 0 - 100

Proportion of rents going to workers 0 50 0 - 80

How rents are distributed among workers N/A Top quartile Ranging from the distribu-
tion in Fuest et al. (2018) to 
the distribution in Dobridge 
et al. (2021)

Share of overall burden borne by:

Labor 20 50 0 - 68

All capital owners 20 20 0 - 50

Shareholders 60 30 0 - 60

NOTES: The table reports key parameters for the TPC base case and the central simulation and reports the range of parameter 
values used in the sensitivity analysis. 
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TABLE 6

Incidence and Distribution of Corporate Tax Burdens: Central Simulation and 
Sensitivity Analysis for the Allocation of Rents Among Workers

ECI Percentile (1) TPC 
Base Case 

Rents Allocated According to:

(2) Proportional 
to All Labor 
Income

(3) Carbonnier 
et al. (2022)

(4) Central 
Simulation

(5) Dobridge 
et al. (2021)

(6) Fuest et 
al. (2018)

Corporate Tax Burden

Lowest quintile 1.6 2.2 1.3 1.3 1.5 4.8 

Second quintile 4.5 6.0 4.7 3.5 4.1 12.8 

Middle quintile 9.1 11.6 11.5 8.1 8.0 15.7 

Fourth quintile 15.0 18.2 18.6 18.7 15.4 16.3 

Top quintile 68.7 61.3 63.1 67.6 70.2 49.5 

Addendum

80 – 90th 11.9 13.5 14.1 15.0 12.2 10.5 

90 – 95th 9.4 10.1 10.5 11.6 9.5 7.4 

95 – 99th 14.5 14.0 14.5 15.9 17.6 10.5 

99 – 99.9th 12.7 10.4 10.8 11.4 15.4 8.6 

Top 0.1 Percent 20.3 13.3 13.4 13.7 15.6 12.6 

60 – 99th 50.8 55.8 57.7 61.2 54.7 44.6

Kakwani Index 0.161 0.096*** 0.126*** 0.165** 0.175*** -0.05***

Suits Index 0.276 0.150*** 0.178*** 0.230*** 0.281* -0.01***

Incidence

Labor 20 50 50 50 50 50

All capital 20 20 20 20 20 20

Shareholders 60 30 30 30 30 30

NOTES: The table reports the distribution of corporate tax burdens under the TPC base case, the central simulation (in bold), 
and sensitivity analyses that examine the effects of different ways to allocate rents across workers for calendar year 2019. ECI 
and labor income are defined in Table 3. All simulations assume that 60% of the corporate tax base is composed of rents and 
that 50% of rents are shared; for more details on the interaction between these assumptions, see the Appendix. 
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TABLE 6 NOTES CONTINUED: Allocating rents to all workers (in proportion to labor income) is intended to represent studies 
that do not distinguish among types of labor. The column for Carbonnier et al. (2022) allocates rents to workers in the top 50% 
of the labor income distribution (in proportion to their labor income), based on the authors’ findings. Dobridge et al. (2021) 
obtain the following distribution of rents among workers: 51.0 percent go to the top 1 percent of workers in a firm’s earning 
distribution, 16.2% to the 95th-99th percentile, 7.9 to the 90th-95th percentiles, 6.9% to the 75th-90th percentiles, 5.2% to the 
50th-75th percentiles, and 6.7% to the bottom 50 percentiles. The column for Fuest et al. (2018) assumes all rents are shared 
with the bottom 2/3rds of the labor income distribution. The data include both filing and non-filing tax units but not those who 
are dependents of other tax units. Tax units with negative adjusted gross income are excluded from their respective ECI class 
but included in the totals. Each income percentile contains an equal number of people. The dollar breaks (in 2022 dollars) are: 
$29,300 (20%), $57,400 (40%), $101,100 (60%), $181,600 (80%), $267,600 (90%),$380,900 (95%),$912,900 (99%), and $3,748,000 
(99.9%). For the Kakwani index, *p<0.10, **p<.05, ***p<.001, with all comparisons relative to the TPC Base Case. 

TABLE 7

Distribution and Incidence of Corporate Tax Burdens: Central Simulation and Sensitivity 
Analysis with Respect to the Proportion of Rents that Firms Share with Workers, 2019

ECI Percentile (1) 0% 
Shared 
(Base Case)

(2) 30% Shared (3) 50% 
Shared 
(Central 
Simulation)

(4) 80% 
Shared

(5) 100% 
Shared

Corporate Tax Burden

   Lowest quintile 1.6 1.4 1.3 1.1 0.9

   Second quintile 4.5 3.9 3.5 2.8 2.4

   Middle quintile 9.1 8.5 8.1 7.6 7.2

   Fourth quintile 15.0 17.2 18.7 20.9 22.4

   Top quintile 68.7 68.1 67.6 66.9 66.5

Addendum

   80 – 90th 11.9 13.8 15.0 16.9 18.1

   90 – 95th 9.4 10.7 11.6 12.9 13.7

   95 – 99th 14.5 15.4 15.9 16.8 17.4

   99 – 99.9th 12.7 11.9 11.4 10.6 10.1

   Top 0.1 Percent 20.3 16.3 13.7 9.7 7.1

   60 – 99th 50.8 57.1 61.2 67.5 71.7

Kakwani Index 0.161 0.164** 0.165** 0.167** 0.169***

Suits Index 0.276 0.249*** 0.230*** 0.203*** 0.185***
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ECI Percentile (1) 0% 
Shared 
(Base Case)

(2) 30% Shared (3) 50% 
Shared 
(Central 
Simulation)

(4) 80% 
Shared

(5) 100% 
Shared

Incidence

   Labor 20 38 50 68 80

   All capital 20 20 20 20 20

   Shareholders 60 42 30 12 0

TABLE 7 CONT.

NOTES: The table reports the distribution of corporate tax burdens under the TPC base case, the central 
simulation (in bold), and sensitivity analyses that examine the effects of allowing the amount of rents that are 
shared to be 30% (as in Kline et al. (2019), 80% (as in Dobridge et al. 2021)), or 100% instead of 0 (the base 
case) or 50% (the central simulation). All simulations assume 60% of corporate profits are rents and that rents 
are shared according to the central simulation estimates; for more details on the interaction between these 
changes, see the Appendix. The table reports data for calendar year 2019. The data include both filing and 
non-filing tax units but not those who are dependents of other tax units.  Tax units with negative adjusted gross 
income are excluded from their respective ECI class but included in the totals. Each income percentile contains 
an equal number of people. The dollar breaks (in 2022 dollars) are: $29,300 (20%), $57,400 (40%), $101,100 
(60%), $181,600 (80%), $267,600 (90%), $380,900 (95%), $912,900 (99%), and $3,748,000 (99.9%). For the 
Kakwani index, *p<0.10, **p<.05, ***p<.001, with all comparisons relative to the TPC base case.

TABLE 8

Distribution and Incidence of Corporate Tax Burdens: Central Simulation and Sensitivity Analysis 
with Respect to Share of the Corporate Tax Base That Consists of Excess Returns, 2019

ECI Percentile (1) TPC Base 
Case (60% Excess 
Returns, No Rent 
Sharing)

(2) 0% Excess 
Returns

(3) 40% Excess 
Returns

(4) 60% Excess 
Returns (Central 
Simulation)

(5) 100% 
Excess 
Returns

Corporate Tax Burden

   Lowest quintile 1.6 2.3 1.6 1.3 0.6

   Second quintile 4.5 6.0 4.3 3.5 1.8

   Middle quintile 9.1 11.5 9.3 8.1 5.9

   Fourth quintile 15.0 18.1 18.5 18.7 19.2

   Top quintile 68.7 61.2 65.4 67.6 72.0
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ECI Percentile (1) TPC Base 
Case (60% Excess 
Returns, No Rent 
Sharing)

(2) 0% Excess 
Returns

(3) 40% Excess 
Returns

(4) 60% Excess 
Returns (Central 
Simulation)

(5) 100% 
Excess 
Returns

Addendum

   80 – 90th 11.9 13.6 14.5 15.0 16.0

   90 – 95th 9.4 10.1 11.1 11.6 12.5

   95 – 99th 14.5 14.2 15.4 15.9 16.9

   99 – 99.9th 12.7 10.8 11.2 11.4 11.6

   Top 0.1 Percent 20.3 12.6 13.2 13.7 14.9

   60 – 99th 50.8 55.9 59.5 61.2 64.7

Kakwani Index 0.161 0.095*** 0.141*** 0.165** 0.213***

Suits Index 0.276 0.146*** 0.202*** 0.230*** 0.289**

Incidence

   Labor 20 50 50 50 50

   All capital 20 50 30 20 0

   Shareholders 60 0 20 30 50

TABLE 8 CONT.

NOTES: The table reports the distribution of corporate tax burdens under the TPC base case, the central simulation (in bold), and 
sensitivity analyses that examine the effects of allowing the amount of rents that are shared to be 30% (as in Kline et al. (2019), 
80% (as in Dobridge et al. 2021)), or 100% instead of 0 (the base case) or 50% (the central simulation). All simulations assume 
60% of corporate profits are rents and that rents are shared according to the central simulation estimates; for more details 
on the interaction between these changes, see the Appendix. The table reports data for calendar year 2019. The data include 
both filing and non-filing tax units but not those who are dependents of other tax units.  Tax units with negative adjusted gross 
income are excluded from their respective ECI class but included in the totals. Each income percentile contains an equal number 
of people. The dollar breaks (in 2022 dollars) are: $29,300 (20%), $57,400 (40%), $101,100 (60%), $181,600 (80%), $267,600 
(90%), $380,900 (95%), $912,900 (99%), and $3,748,000 (99.9%). For the Kakwani index, *p<0.10, **p<.05, ***p<.001, with all 
comparisons relative to the TPC base case.
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FIGURE 1

C corporation Profits and Normal Returns Since 1982
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FIGURE 2



FIGURE 3



FIGURE 4



FIGURE 5
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FIGURE 6
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Kakwani and Suits Indices: Base Case, Central Simulation, and Varying Allocation of Rents

 Base Case  Central Sim.  Vary Allocation of Rents Among Workers  

Excess Returns 
in Tax Base, %  

60 60 60 60 60 60 

Rents Shared, % 
 

0 50 50 50 50 50 

How Rents are 
Allocated  

N/A  Top 25%  Fuest  All  Top 50%  Dob.  

 
NOTES: The figure shows the point estimate and the 95% confidence interval for the Kakwani and Suits 
indices for each of the specified scenarios, which correspond to the scenarios examined in earlier tables and 
figures. Confidence intervals for the Kakwani and Suits indices are calculated using bootstrapped standard 
errors, as described in the text. All = proportional to all labor income; Top 25% = proportional to labor income 
in the top 25%; Top 50% = proportional to labor income in the top 50%; Dob. = according to Dobridge et al. 
(2021), Fuest = according to Fuest et al. (2018).     

Kakwani and Suits Indices
Base Case, Central Simulation, and Varying Allocation of Rents
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FIGURE 7
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Kakwani and Suits Indices: Base Case, Central Simulation, and Varying Proportions of Rents

 Base Case  Vary Proportion of Rents Shared 
with Workers  

Vary Proportion of Rents in Tax Base  

Excess Returns 
in Tax Base, %  

60 60 60 0 40 100 

Rents Shared, %  0 30 80 N/A  50 50 

How Rents are 
Allocated  

N/A  Top 25%  Top 25%  N/A  Top 25%  Top 25%  

 
NOTES: The figure shows the point estimate and the 95% confidence interval for the Kakwani and Suits 
indices for each of the specified scenarios, which correspond to the scenarios examined in earlier tables and 
figures. Confidence intervals for the Kakwani and Suits indices are calculated using bootstrapped standard 
errors, as described in the text.

Kakwani and Suits Indices
Base Case, Central Simulation, and Varying Allocation of Rents
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TABLE A1

Incidence and Distribution of Corporate Tax Burdens: Sensitivity Analysis with Respect to Proportion 
of Excess Returns Shared with Labor, Dobridge et al. (2021) Simulation

ECI Percentile 0% Shared with 
Labor (Base Case)

30% Shared 
with Labor

50% Shared 
with Labor

80% Shared 
with Labor

100% Shared 
with Labor

Corporate Tax Burden

Lowest quintile  1.6  1.4  1.5  1.4 1.4

Second quintile  4.2  3.9  4.1  3.8 3.6

Middle quintile  8.4  8.5  8.0  7.3 6.9

Fourth quintile  15.2  17.2  15.4  15.6 15.8

Top quintile  69.6  68.1  70.2  71.1 71.7

Addendum

80 – 90th  12.1  13.8  12.2  12.4 12.6

90 – 95th  9.4  10.7  9.5  9.5 9.5

95 – 99th  16.3  15.4  17.6  19.4 20.6

99 – 99.9th  14.3  11.9  15.4  17.0 18.1

Top 0.1 Percent  17.5  16.3  15.6  12.8 10.9

Kakwani Index 0.161 0.170*** 0.175*** 0.184*** 0.189***

Suits Index 0.276 0.279 0.281* 0.285*** 0.288***

Incidence

   Labor 20 38 50 68 80

   All capital 20 20 20 20 20

   Shareholders 60 42 30 12 0

NOTES: The table reports the distribution of corporate tax burdens under the TPC base case, the central simulation (in bold), 
and sensitivity analyses that examine the effects of varying the proportion of rents which are shared with workers, by ECI class 
for calendar year 2019. All simulations in this case assume that 60% of the corporate income tax base is composed of rents, 
and shares rents (when applicable) according to the results from Dobridge et al. (2021), who obtain the following distribution 
of rents among workers: 51.0 percent go to the top 1 percent of workers in a firm’s earning distribution, 16.2% to the 95th-99th 
percentile, 7.9 to the 90th-95th percentiles, 6.9% to the 75th-90th percentiles, 5.2% to the 50th-75th percentiles, and 6.7% to the 
bottom 50 percentiles. The data include both filing and non-filing tax units but not those who are dependents of other tax units.  
Tax units with negative adjusted gross income are excluded from their respective ECI class but included in the totals. Each 
income percentile contains an equal number of people. The dollar breaks (in 2022 dollars) are: $29,300 (20%), $57,400 (40%), 
$101,100 (60%), $181,600 (80%), $267,600 (90%), $380,900 (95%), $912,900 (99%), and $3,748,000 (99.9%). For the Kakwani 
index, *p<0.10, **p<.05, ***p<.001, with all comparisons relative to the TPC Base Case.
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TABLE A2

Incidence and Distribution of Corporate Tax Burdens: Sensitivity Analysis with Respect to Proportion 
of Excess Returns Shared with Labor, Fuest et al. (2018) Simulation

ECI Percentile 0% Shared with 
Labor (Base Case)

30% Shared 
with Labor

50% Shared 
with Labor

80% Shared 
with Labor

100% Shared 
with Labor

Corporate Tax Burden

   Lowest quintile 1.6  3.5  4.8  6.7 7.9

   Second quintile 4.5  9.5  12.8  17.9 21.2

   Middle quintile 9.1  13.0  15.7  19.7 22.4

   Fourth quintile 15.0  15.8  16.3  17.1 17.6

   Top quintile 68.7  57.2  49.5  37.9 30.1

Addendum

   80 – 90th 11.9  11.0  10.5  9.6 9.0

   90 – 95th 9.4  8.2  7.4  6.1 5.3

   95 – 99th 14.5  12.1  10.5  8.1 6.5

   99 – 99.9th 12.7  10.3  8.6  6.2 4.6

   Top 0.1 Percent 20.3  15.7  12.6  7.9 4.8

Kakwani Index 0.161 0.033*** -0.052*** -0.181*** -0.268***

Suits Index 0.276 0.105*** -0.010*** -0.183*** -0.298***

Incidence

   Labor 20 38 50 68 80

   All capital 20 20 20 20 20

   Shareholders 60 42 30 12 0

NOTES: The table reports the distribution of corporate tax burdens under the TPC base case, the central simulation (in bold), 
and sensitivity analyses that examine the effects of varying the proportion of rents which are shared with workers, by ECI 
class for calendar year 2019. All simulations in this case assume that 60% of the corporate income tax base is composed 
of rents, and shares rents (when applicable) according to the results in Fuest et al. (2018), who find that rents are shared 
exclusively with low- and medium-skill workers in the German context. Specifically, our estimates share rents proportional to 
income for workers in the bottom two-thirds of the labor income distribution. The data include both filing and non-filing tax 
units but not those who are dependents of other tax units.  Tax units with negative adjusted gross income are excluded from 
their respective ECI class but included in the totals. Each income percentile contains an equal number of people. The dollar 
breaks (in 2022 dollars) are: $29,300 (20%), $57,400 (40%), $101,100 (60%), $181,600 (80%), $267,600 (90%), $380,900 (95%), 
$912,900 (99%), and $3,748,000 (99.9%). For the Kakwani index, *p<0.10, **p<.05, ***p<.001, with all comparisons relative to 
the TPC Base Case. 
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TABLE A3

Distribution of Corporate Tax Burdens in Selected Complete Scenarios

ECI Percentile TPC Baseline Fuest 
(Germany)

Carbonnier 
(France)

Central 
Simulation

Kline Dobridge 

Lowest Quintile 1.6 4.8 1.3 1.3 1.4 1.4

Second Quintile 4.5 12.8 4.7 3.5 3.9 3.8

Middle Quintile 9.1 15.7 11.5 8.1 8.5 7.3

Fourth Quintile 15.0 16.3 18.6 18.7 17.2 15.6

Top Quintile 68.7 49.5 63.1 67.6 68.1 71.1

Addendum

   P0-80 30.2 49.6 36.1 31.6 31.0 28.2

   P80-95 21.3 17.8 24.6 26.6 24.5 21.9

   P95-99 14.5 10.5 14.5 15.9 15.4 19.4

   P99 - 99.9 12.7 8.6 10.7 11.4 11.9 17.0

   Top 0.1 Percent 20.3 12.6 13.4 13.7 16.3 12.8

NOTES:: The table reports the numbers underlying Figure 2; namely, the distribution of corporate tax burdens under the TPC 
base case, the central simulation, and scenarios based on the results in Fuest et al. (2018) (50% of rents shared with workers 
in the bottom two thirds of the labor income distribution), Carbonnier et al. (2022) (50% of rents shared with the top half of 
the labor income distribution), Kline et al. (2019) (30% of rents shared with workers in the top quintile of labor income), and 
Dobridge et al. (2021) (80% of rents shared as described in the notes to Table A2). The table reports data for calendar year 
2019. The data include both filing and non-filing tax units but not those who are dependents of other tax units.  Tax units with 
negative adjusted gross income are excluded from their respective ECI class but included in the totals. Each income percentile 
contains an equal number of people. The dollar breaks (in 2022 dollars) are: $29,300 (20%), $57,400 (40%), $101,100 (60%), 
$181,600 (80%), $267,600 (90%), $380,900 (95%), $912,900 (99%), and $3,748,000 (99.9%). For the Kakwani index, *p<0.10, 
**p<.05, ***p<.001, with all comparisons relative to the TPC base case.
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