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Tax Cuts and Jobs Act: Impact on Latino-
Owned Businesses

In December 2017, Congress passed and President Trump signed the “Tax Cuts and Jobs Act”
(TCJA) into law. The new law is a massive tax cut for the richest Americans and big corporations,
without significant and lasting tax relief for working families.! The corporate tax rate decreased
from 35% to 21%, but the tax law would do almost nothing for small businesses, which are the
primary drivers of job creation. Since 2009, small businesses have created two out of every
three new private sector jobs.?

Nationally, there are 4.37 million Latino-owned businesses, generating $700 billion in revenue.?
They are growing two to three times faster than the national average, standing to create
millions of private sector jobs.* Between 2012 and 2017, the number of Latino-owned
businesses increased nearly 32% compared to a 13.8% growth rate overall.> Instead of helping
these economic engines thrive, the TCJA will heavily benefit large corporations, private equity
firms, hedge funds, and real estate developers.®

How Will the TCJA Impact Latino-Owned Businesses?

Unfortunately, the majority of the changes to the tax code that impact businesses will not help
Latino-owned companies. This is because 90% of Latino-owned businesses (more than four
million) are not corporations and therefore will not benefit from the reduction in the corporate
tax rate.” While the corporate tax cuts in the TCJA are permanent, provisions that would
benefit small business owners—changes to the individual tax code—will expire after 2025.

By 2027, under the TCJA:

e Almost half (2.1 million) of Latino businesses will face tax increases due to the expiration
of most of TCJA’s provisions. 8

e More than 3.2 million Latino businesses (three in four) will lose an average of $300 in
after-tax income.®
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