
 
 

The Small Biz Tax “Postcard” Just Got a Lot Bigger  
 

Republicans touted their GOP tax scam as a boon for small businesses, but it ended up handing 

large corporations a 40 percent tax cut while leaving small businesses with a new set of 

compliance challenges.  

 

The GOP tax law cuts rates on “pass-through” income—business income taxed on an individual 

tax return. But, as the chart below shows, figuring out whether you qualify means navigating 

confusing restrictions, and the tax break itself could be limited by newly created measures, like 

“Qualified Business Property,” that will take time for small businesses to understand.   

 

Unlike large corporations that can handle heavy compliance burdens, added compliance costs 

unduly strain small businesses, especially in rural areas where firms have less resources to 

absorb increased expenses. The average small business spends more than $83,000 on regulatory 

issues in their first year of operation, funds that could otherwise be plowed back into business 

development.  

 

This is not the type of relief that small businesses need. If Republicans truly want to boost small 

business growth, they would invest in programs that actually help most entrepreneurs, like 

expanding access to capital or providing affordable health care options to small business 

employees.   

 

 

 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3141521
http://www.taxpolicycenter.org/taxvox/tcja-will-create-more-complexity-taxpayers-it-claims
https://smallbusiness.house.gov/uploadedfiles/robert_boyd_-_naco_testimony.pdf
http://www.nsba.biz/wp-content/uploads/2017/01/Regulatory-Survey-2017.pdf


 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Do you earn income 

through a pass-

through business? 

 

Is your small business eligible for the 

pass-through tax cut?  

 

Hooray! Your 

business rate is 

permanently slashed 

from 35 to 21 

percent and your 

business may be 

able to bring home 

some of your foreign 

earnings without 

paying U.S. taxes.   

Is your business a 

large multinational 

corporation? 

 

No

 

Yes

ses 
No 

Yes 

Does your pass-through 

income qualify as Real 

Estate Investment Trust 

(REIT) Dividends or 

publicly traded 

partnership income? Does your pass-through income 

consist of only investment items or 

only of income that is reasonable 

compensation or guaranteed 

payment income? 

 

Is your pass-through income derived 

from services in the fields of health, 

performing arts, consulting, law, 

accounting, actuarial, athletics, or 

financial services?   

Yes 

You are not eligible 

for a deduction. 

Does your pass-through income involve any trade 

or business where the principal asset of such trade 

or business is the reputation or skill of 1 or more 

of its employees or owners?  

You are not eligible 

for a deduction. 

Is your pass-

through income 

considered 

connected with a 

U.S. trade or 

business? 

 

You are likely eligible for a deduction, but your tax break could be capped 

depending on newly created measures in the GOP tax law.  

No 

You may be eligible 

for a tax deduction.   

Yes 

No 

Yes 

You are not eligible 

for a deduction. 

Yes 

Yes 

No 

You are not eligible 

for a deduction. 

No

 

Is your pass-through income less than 

$157,500 for single filers or $315,000 

for married couples filing jointly?  

 

Yes 

No 

No 


