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Good morning, Councilmember McDuffie, and the members of the Committee on 

Business and Economic Development My name is Yesim Sayin Taylor, and I am the 

Executive Director of the D.C. Policy Center—an independent non-partisan think tank 

advancing policies for a strong and vibrant economy in the District of Columbia. I thank 

you for the opportunity to testify on tax proposals that can help support equitable wealth 

building in the District of Columbia.  

In my testimony, I will first focus on two tax proposals that have been presented to this 

Committee as a means of achieving racial equity in wealth building. I will then turn to the 

broader issue of examining the District’s tax regime through a lens of racial equity, 

including the information gaps we need to fill and a potential pathway to getting there.  

An income tax increase on high-income households would not 
address the underlying reasons why tax policies could amplify 
racial inequities. 
 

As in past years, once again, there are calls on the District’s leaders to increase income 

taxes on higher-income households during this budget cycle.1 But unlike past years, 

racial justice, and not just the need to raise revenue, is a central argument offered in 

favor of higher individual income taxes.2 After the tragic deaths of George Floyd, 

Breonna Taylor, and too many others to name, the focus on racial equity is vitally 

important and necessary. And the urge to address racism through a revamped tax code, 

understandable. However, proposals to increase District’s income taxes in pursuit of 

racial equity do not address the underlying reasons why tax policies could amplify racial 

inequities. 

Racial inequities in the tax code are not primarily a function of the District’s own tax laws, 

but are largely tied to the federal tax code, especially to various preferential tax 

treatments of wealth.3 For example, mortgage interest deduction—a very popular tax 

preference—is a transfer from all taxpayers to those who are fortunate to be able to 

afford a home. Preferential treatment of retirement savings, pensions, and college 

savings benefit those who can save for retirement or their children’s college, amplifying 

 
1 See, for example, the policy proposals under #JustRecovery, and one example here. 
2 Tazra Mitchell and Danielle Hamer (2021) Tax Injustice: DC’s Richest Residents Pay Lower Taxes than Everyone Else, DC 
Fiscal Policy Institute, Washington D.C.  
3 See for example, Dorothy Brown (2021), The Whiteness of Wealth: How the Tax System Impoverishes Black Americans--and 
How We Can Fix It, Published by Crown, ISBN 9780525577324; or Palma Joy Strand and Nicholas A. Mirkay (2020, Racialized 
Tax Inequity: Wealth, Racism, And The U.S. System of Taxation, 15 NW. J. L. & SOC. POL'Y. 265.  
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wealth disparities. Because the District’s definition of taxable income conforms to the 

federal definition (with a few exceptions), many of the federal laws that reduce federal 

income calculations for tax purposes also reduce District residents’ taxable incomes.4 

In contrast, the District’s tax laws—especially its income tax—is far more progressive, and 

far more targeted to benefit lower-income households, this having many of the elements5 

that can reduce racial disparities. According to ITEP, whose research6 is offered by 

advocates to justify income tax increases, the District has one of the most progressive 

income tax regimes7 in the country. In addition to progressive income tax rates, the 

District has a strong Earned Income Tax Credit,8 a targeted childcare credit, a circuit-

breaker program targeting low-income homeowners and renters, all of which provide 

additional protections for lower-income District residents. Further, unlike the federal 

government, the District taxes long-term capital gains as ordinary income,9 and not at a 

preferential rate. As a result, among the jurisdictions that make up the Washington 

metropolitan area, the District has the lowest tax burden (income, sales, real property, car 

taxes combined) for households that earn up to $150,000 annually,10 and the second 

highest effective income tax rate on households earning $150,000 or more when 

compared with the largest city of each of the fifty states.11  

Even with this information, the District’s options for improving racial equity through an 

income tax adjustment is unfortunately limited. The obvious alternative to a tax increase 

is to decouple from the federal law to eliminate such preferential treatments but doing 

this is politically difficult;12 makes tax administration harder;13 and without a change in the 

federal code, would also significantly reduce the attractiveness of the city and weaken its 

competitive position in the region, and therefore could end up hurting revenue (and 

consequently spending). Both Maryland and Virginia conform to the federal definition of 

 
4 For a detailed analysis of the revenue cost of federal tax preferences, see the 2020 Tax Expenditure Report published by the Office 
of the Chief Financial Officers. For a summary of some of the wealth-related preferences, see Yesim Sayin Taylor (2021), The long 
view for the District’s budget: What is awaiting the District in Fiscal Year 2022 and beyond, D.C. Policy Center, Washington D.C. 
5 Carl David, Misha Hill, and Meg Wiehe (2021), Taxes and Racial Equity: An Overview of State and Local Policy Impacts, 
Institute on Taxation and Economic Policy. 
6 ITEP (2018), Who Pays? 6th Edition. 
7 For example, see this chart from ITEP. 
8 See for example, this essay from DistrictMeasured.com 
9 See this analysis from the Brookings/Urban Tax Policy Center. 
10 DC Office of Revenue Analysis (2021), Tax Rates and Tax Burdens, Washington Metropolitan Area, D.C. Office of the Chief Financial Officer, 
p. 19 
11 DC Office of Revenue Analysis (2021), Tax Rates and Tax Burdens in the District of Columbia – A Nationwide Comparison, D.C. Office of the 
Chief Financial Officer, p. 30. 
12 For example, the District has decoupled from the estate tax provisions reducing the amounts exempted from estate taxes to $4 million 
beginning Tax Year 2021.   
13 National Conference of State Legislators (2018) Federal Tax Reform and the States 
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income.14 Thus, for example, if the District decouples from federal law, fewer households 

will likely relocate in the District if they cannot deduct their mortgage interest from their 

taxes, and more wealth will be invested elsewhere in the region (in homes, retirement 

accounts, or college accounts) if tax treatment of this wealth is more favorable.  

Increasing property taxes on high-value properties to address 
wealth disparities needs careful design.  
 

The District’s residential property tax rates and tax burdens are lowest in the region.15 So 

one proposal receiving attention is to increase property taxes on high-value properties. 

This is, in fact, the closest the District can get to a wealth tax. Such a tax might cause the 

least distortions since it would be imposed on an asset (the property), which cannot be 

moved. Further, it would allow the District to recoup some of the returns on public 

investments as property values are highly contingent on their proximity to things like 

good schools, transportation, amenities—all functions of government services. 

An analysis of the District’s real property tax database shows that there are over 23,665 

properties16 assessed at $1 million or more collectively valued at $38 billion. Increasing 

the property taxes on these properties, for example, by 1 cent would generate $3,8 

million per year. If the high-value threshold were set at $2 million, the base would include 

3,600 homes collectively assessed at $12 billion.  

 
14 Jared Walczak (2019), Toward a State of Conformity: State Tax Codes a Year After Federal Tax Reform, Tax Foundation. 
15 The statutory tax rate on residential property in the District of Columbia is 85 cents on $100 of taxable assessments. In comparison, this rate 
is over $1.1 in Montgomery County; $1.013 in Arlington County, $1.140 in Fairfax County before any add-ons, and varies between 87 cents and 
94 cents in Prince George’s County. 
16 Includes all types of residential except for rental apartment buildings, investment condominiums, and coops.  
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In the context of a high-value property tax, the policy design should consider the 

following elements:  

- Bracket creep: What value qualifies a home as a “high-value” and how should this 

change over time or be indexed to inflation? 

- Cooperative buildings: Should coops be included in the tax base, and if yes, how 

is the per-unit value calculated? 

- Parking: How should units in multifamily buildings with a parking space be 

treated? 

- Other exemptions: Should properties that qualify for a low-income senior tax rates 

be excluded? 

- Income: Should there be a separate circuit-breaker program for high-value 

homes? 

Additionally, the city could examine other tax exemptions that could be removed with 

similar affects.  
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A holistic review of all tax policies is needed. 
 

An even better approach to tax policy would be to apply a racial equity lens to all the 

District’s taxes that (a) considers past and current systemic racial inequities; (b) identifies 

who benefits or is burdened from a decision, and (c) analyzes data to better understand 

impacts and outcomes by race.  

To successfully incorporate a racial equity lens to tax policy, the District must have the 

data. At present, the District does not collect race and ethnicity data from taxpayers, and 

tax proposals considered at the Council rarely include a racial impact analysis.17,18 While 

convincing taxpayers to share information on their race and ethnicity may require 

significant public education and assurances that the tax agencies won’t abuse this 

information,19 the city can obtain at least some of this information by using what it already 

collects: 

For example, the District’s Department of Employment Services routinely collects race 

and ethnicity data from employers for each employee eligible for unemployment 

benefits, and this information can be matched to income tax data, covering all District 

residents who have, at some point in the last 30 years, worked in a salaried job in the 

city. By merging information from employer filings with tax return data, the District can 

begin unpacking the racial equity implications of both federal taxes and the city’s own 

income tax code. Creating this information for real property and sales taxes is more 

difficult but with some effort, we can know more about racial disparities in burdens 

associated with these taxes. For real property taxes, for example, the District could 

consider matching mortgage finance data to real property tax rolls, or match home 

addresses to individual income tax filings. For sales taxes, it could use credit card data or 

consider instituting a periodic household expenditure survey.  

At the same time, we need to remember that good tax policy raises as much revenue as 

possible for public services with the least amount of distortions in economic decision-

making and disruptions to economic activity. And this means the District must remain 

competitive in the region, offering a high quality of life for a relatively low price for its 

current and future residents, workers, and businesses.  

 
17 With the establishment of the Council Office of Racial Equity (CORE), this is slowly changing, but more resources would have to be provided 
to this office to bring in the necessary tax expertise. see here, and here, for example, on how this could be done 
18 Also see Tracy Gordon and Aravind Boddupalli (2021) New Data Tools and Methods Can Help Federal Policymakers Create More Equitable 
Tax Policy, Urban Wire, the Urban Institute 
19 Jeremy Bearer-Friend (2018). “Should the IRS Know Your Race? The Challenge of Colorblind Tax Data.”  
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The city will be well-served to think through its tax system through a Tax Revision 

Commission—an institution that has served the city well in the past. The D.C. Council 

recently passed legislation to establish a new Tax Revision Commission and charged it 

with considering the racial equity impacts of the District’s current tax code in addition to 

efficiency and competitiveness factors.20 This is timely, not just because of the 

importance of using a racial equity lens, but the growing pressures to increase the 

District’s competitiveness given the weaknesses in population growth, job losses, 

increased commercial vacancy rates, and the impact of COVID-19 on the desirability of 

urban areas, with a resulting spread of work from urban employment centers to smaller 

cities and suburbs. 

The city should consider other policy changes that can reduce the 
racial wealth gap with greater certainty and longer-term impacts.  
 

A review of fines and fees21 that disproportionately target communities of color and 

underserved communities, elimination of restrictive land use policies22 that make it 

difficult to build housing and increase displacement, removal of unnecessary 

professional licensing requirements23 that close the doors to opportunity, and elimination 

of barriers to starting new businesses by simplifying business applications24 and 

increasing the threshold25 for Clean Hands background checks are some of the steps the 

city should take to help the city’s Black and brown communities begin building wealth. All 

of these are much harder to do than increasing income taxes on the rich, but they are 

necessary to open doors of opportunity for the District’s most underserved and 

disadvantaged residents.  

Thank you for the opportunity to testify on this important matter. I am looking happy to 

answer any questions you might have. 

 

 
20 Section 2(5) of D.C. Law 23-200, 68 DCR 120, effective Mar. 16, 2021. 
21 Kathryn  Zickuhr (2019), Applying a racial equity lens to fines and fees in the District of Columbia, D.C. Policy Center. 
22 Yesim Sayin Taylor (2019), The economic costs of land use regulations, D.C. Policy Center 
23 Yesim Sayin Taylor (2020), The impact of occupational licensing requirements in D.C., D.C. Policy Center 
24 For example, see this chart prepared by the Institute for Justice. 
25 There is already legislation introduced to this effect. B24-0237 - Clean Hands Certification Equity Amendment Act of 2021 
would increase the minimum threshold for allowable debt, so that applicants owing $5,000 or less in certain debts will still be able 
to obtain Clean Hands certification. It will also limit the type of debt that will prevent an applicant from certifying Clean Hands 
among other things. 


