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$Washington State has the most regressive tax code in the country – meaning 
Washington’s tax system is the most inequitable in the nation. The top 1% of 
income earners pay just 3% of their income in state and local taxes while the 
bottom 20% of income earners pay 17.8% of their income in taxes.[1] In fact, Low- 
and middle-income Washingtonians pay up to six times more in state and local 
taxes as a share of their income than the top 1 percent do.[2] This is unfair and 
compounds our state’s struggle to pay for basic services like education, health care, 
and infrastructure. 

It’s clean-up-time for Washington’s
upside down tax code 

Washington’s tax code is surgically designed to work for the mega-rich and special 
interests, helping the gap between the mega-rich and the rest of us continue to 
grow. This hurts our families, our communities, and our consumer-driven economy. 
It’s time to call for clean-up-time for our tax system. 

What’s going on? 

The Washington State Legislature can support two key reforms in next year’s legislative session:

Create a Capital Gains Tax
41 states have a capital gains tax, Washington is not one of them. By creating a capital gains tax of 7% on invest-
ment income of $25,000 or more (or $50,000 for a married couple), this tax would only a�ect the richest 1% of 
households and their total taxes would only increase by 1.5% Retirement investments in pension, 401K, IRA, or 
ROTH IRA plans would be exempt from the tax, per federal law. College savings and capital gains on most home 
sales would also be exempt. [3]

A capital gains tax in Washington would generate $800 million in new resources to invest in ambitious policy goals 
like a�ordable childcare for all, mental health services, and a fully-funded education system. 

Fund the Working Families Tax Rebate 
The Working Families Tax Rebate is Washington state’s version of the federal Earned Income Tax Credit (EITC), 
which helps low income families. The Working Families Tax Rebate would put money back in the pockets of low 
income families to help them get by, and it would help mitigate the impacts of the recent Trump Tax Plan. 

What can we do about it?
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