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On February 4, 2021, Tiedemann Advisors invited Senator Byron Dorgan (D-ND) and former Congressman
Phil English (R-PA) to discuss potential tax changes during the Biden Administration. Both legislators
have extensive experience in tax policy, having served on the House Ways and Means Committee and in
leadership of their respective parties. Senator Dorgan also served as the State Tax Commissioner in North
Dakota. Both are now senior policy advisors at the law firm Arent Fox. Michael Greenwald, a Director at
Tiedemann Advisors, moderated the wide-ranging conversation which covered possible changes in personal
and corporate income taxes, the estate tax, 1031 exchanges and opportunity zone regulation, as well as
potential new financial transaction and carbon taxes. Here are highlights:
No major changes until mid-2021
Both Senator Dorgan and Congressman English asserted that while tax changes—and likely tax increases—
were nearly inevitable given the current deficit and Biden Administration’s spending commitments, they
wouldn’t happen right away. They noted that the Biden Administration’s focus would likely not shift to tax
reform until major initiatives like COVID relief had gotten passed. The Administration’s next main priority, a
post-COVID stimulus and infrastructure package, however, will require significant funding, typically addressed
through tax changes. This is most likely to begin around the middle of 2021.
Said English, “My instinct is that they are going to hold off on framing the bulk of their tax agenda until
they are moving out of a recession and also they need those things as pay-fors for some of their ideological
spending initiatives. I think that there is going to be an enormous challenge, because we are looking at an
extraordinary amount of debt and record deficits, linked with a political agenda that was part of the incoming
Administration that involves additional entitlement commitments and some fairly big spending initiatives.”

And Dorgan, “The Chairman of the Federal Reserve Board has said that we have a fiscal policy
that is not sustainable. In the first three years of the Trump Administration, we had very substantial
growth, but also very substantial budget deficits. And the reason it’s not sustainable is because
you’re supposed to be paying down debt when you have aggressive economic growth. So, I
think we’re in a situation where we know that there’s going to be some [tax] revenue increases.”

1.

Negotiations will be challenging
Both speakers pointed to the Democrats’ narrow majorities in the House and Senate as a
constraint on significant changes to tax policy. Republicans are unlikely to support any increase
in tax rates at all. However, there may be some areas for bipartisan cooperation. English noted
that a few GOP senators might even support a carbon tax if it were structured correctly.

2.

Personal income taxes and capital gains taxes
Both panelists expected some adjustment to top personal income tax rates, most likely from
the current 37% to 39.5%.
The Biden Administration is also likely to raise taxes on long-term capital gains that are currently
taxed at a top rate of 20% for assets held more than a year. Senator Dorgan said that, while
nothing is certain yet, Biden Administration officials have been talking about a top rate of 28%.
In addition it was noted that, the Biden Administration has proposed that net long-term
gains realized by people earning over $1 million annually would be taxed at the same 39.6%
maximum rate as income and capital gains. English said that this additional tax would be a
mistake. “I think that that would be a real body blow to economic growth and it would not
generate the revenue that has been projected for it,” he asserted.

3.

Higher corporate income taxes
President Biden also campaigned on raising the corporate tax rate from 21% to 28%.
Senator Dorgan explained that he believed some adjustment in that top rate, whether to 28%
or 25%, would be appropriate. “My sense is that the corporate rate was dramatically reduced
to much lower than the corporations expected. It was nirvana for them, but it cost a lot of lost
revenue and increased the federal budget debt. There are a lot of very significant corporations
who are making a lot of money and paying zero taxes, effectively, at this point, while workers
who earn a salary pay taxes. I think the 21% rate on the corporate side is going to be adjusted
and should be adjusted.”

4.

English cautioned that higher corporate income taxes might hurt U.S. businesses’ competitive
positioning. “Right now, our corporate rate only plants us in the middle when you add state
corporate taxes as well on the corporate tax burden globally. So, we are at risk, if we go to 28% as
the Biden campaign suggested, we would end up at a less competitive position given everything
that has happened and everything else that’s happened since tax reform talks started,” he said.
Estate taxes
Both panelists thought there would be changes to estate tax rates and exemption amounts
under the Democratic Administration, though neither believed that the more dramatic change
proposed by the Biden Administration—eliminating the stepped up basis provision for inherited
assets—would ultimately be passed. Dorgan favored an exemption for family farms and family-
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owned businesses that continued to be run by lineal descendants. English explained that
increases in the estate tax were more ideological than practical, since the tax doesn’t generate
much revenue for the government.

5.

SALT Tax Deduction
The two panelists differed on the deductibility of state and local taxes, which was dramatically
curtailed by the Tax Cut and Jobs Act of 2017. Dorgan called it “a tax on a tax,” because people
are required to pay federal income tax on income that they don’t actually receive. English said
that it imposed a discipline on high tax/high spending localities like New York and California.
Both thought the Democrats were likely to address it though they acknowledged the difficulties
of reducing taxes on people who are primarily very high earners.

6.

1031 exchanges
Neither Dorgan nor English thought there were would be substantive changes to the 1031
exchange provisions, which allows you to avoid paying capital gains taxes when you sell an
investment property and reinvest the proceeds from the sale within certain time limits in a
property or properties of like kind and equal or greater value.

7.

Carbon tax
Congressman English believes that a new carbon tax might get some bipartisan support, though
Senator Dorgan, who favors a carbon tax, disagreed that it was likely to pass.

8.

Financial transactions tax
Senator Elizabeth Warren, newly named to the Senate Finance Committee, has proposed a
10-basis point tax on the sale of bonds, stocks or derivatives to fund universal health care and
other initiatives, and the two panelists discussed the likelihood and impact of such a change.
Both panelists thought that Senator Warren’s proposed tax was very unlikely to be passed.
However, Congressman English noted that a financial transactions tax would be, at least, a
part of the discussion as several European countries levy such a tax. “I think Congress is under
enormous pressure to generate more revenue, and this is a way of doing that without full
transparency, without hitting salaries, and as a result it’s going to be very attractive. And that’s
what’s dangerous about it. Once it’s in place the rate can be raised. A very low rate generates
a lot of revenue, and you don’t see transactions – it’s hard to calculate how transactions drop
off as a result. The impact on the markets themselves is going to be very difficult to quantify,”
he explained.

More information:
To view a recording of the webinar, click here.
tiedemannadvisors.com
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