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NEW STATISTICAL SERVICES

(Available from Statistics of Income Division)

As part of the Statistics of Income program a series of new services is now being offered (see below). De-
tailed information on these statistical services can be obtained by writing to Director, Statistics of Income
Division (TR:S), Internal Revenue Service, 1111 Constitution Avenue, N.W., Washington, DC 20224. Pur-
chase is by check made payable to the IRS Accounting Section.

Studies of International Income and Taxes, Publication 1267 — Price $45.00

Purchase price includes a 516-page document for 1979-83 that presents information from 13 Statistics of In-
come studies in the international area, including:

e Foreign activity of U.S. ¢ Foreign interests in U.S. ¢ Data presented by—
corporations corporations geographical area or

e Activity of foreign e Statistics related to individuals, industrial activity, as well as
corporations in the U.S. trusts, and estates other classifiers

Purchasers of this service also will be provided with additional information for one year as it becomes availa-
ble. The one year period for receiving additional information can be extended at a cost of $35.00 per year. A
long-term subscription ($150) includes the compendium and additional information as it becomes available
through August 1990. (The next compendium is scheduled for release in September 1990.)

Individual Income Tax Returns, Publication 1304 — Price $30.00
Purchase price includes a 135-page document for 1984 presenting Statistics of Income data and tables on:
e Sources of income e |temized deductions e Data presented by—

e Exemptions e Tax computations size of adjusted gross
income, marital status

Purchasers of this service also will be provided with additional articles relating to 1984 data and preliminary
1985 data as they become available and will be notified of future statistical releases relating to individual income

tax returns.
Partnership Returns, Publication 369 — Price $22.00

Purchase price includes a 314-page document for 1978-82 presenting previously unpublished Statistics of
Income data for 1980, 1981 and 1982, as well as data previously issued in other publications. Features include:

e Number of partnerships ¢ Deductions e Data presented by—
¢ Limited partnerships ¢ Net income industry
* Receipts e Capital gains size of total assets
e Cost of sales and state

operations number of partners

Purchasers of this service also will be provided with data for 1983—1985 as they become available and will
also be notified of future statistical releases relating to partnership returns.

Other Services — Price dependent on the request

¢ Unpublished tabulations from e Special tabulations produced ¢ Public use tape files, includ-

SOl program are available. to user specifications. ing the Individual Tax
Includes detailed tables Model (1978-1984),
underlying those pub- among others. (Earlier files
lished in SOI Bulletin. are available from the Ma-

chine Readable Branch
(NNSR) of the National
Archives, Washington, DC
20408.



BUSINESS SOURCE BOOKS

(Available from Statistics of Income Division)

In addition to the Corporation Source Book, two others are now being offered by the Statistics of Income

Division (see below). Information can be obtained by writing to Director, Statistics of Income Division (TR:S) at
the address above. Purchase of Source Books should be made at trme of request by check payable to the IRS
Accounting Section.

Corporation Source Book 1984 Publrcatron 1053 — Pnce $175 OO

This is a 480- page document that presents detailed income ‘statement, balance sheet, tax and investment credit
items by major and minor industries and size of total assets. This report is part. of an annual series and can be
purchased for $175 (issues prior to 1982 are for sale at $150) A magnetrc tape containing the tabular statrstlcs for
1984 can be purchased for $1,500. _

Partnership Source Book, Publication 1289 — Price $30. OO

This is a 291- -page document showing key partnershlp data for 1957 through 1983, at the minor, major and-

division industry level. Includes a historical definition of terms section-and a summary of legislative changes
affecting partnershrps during that perlod Tables feature: .

e Number of partnerships " e Depréciation’ T ] Payroll
¢ Number of partners ) * Taxes paid deductrons * Payments.to partners
.o Business recelpts : * Interest paid = - ‘ e Net lncome

. Purchasers of this service also will be advised of the release of subsequent years data. A magnetlc tape
containing the tabular statistics can be purchased for an addltronal $200 ‘

Sole Proprletorshlp Source Book, Publlcatron 1323 — Price $95 00

This Source Book is a companion to that for partnershrps, shown above. It is a 244-page document showing key
proprietorship data for 1957 through. 1984. Each page contains statistics for a particular industry. Included will be
data on: ‘

e Number of business ' e Depreciation ~ e Payroll
¢ Business receipts e Taxes paid deductions ¢ Netincome
° Interest paid :

As with Partnershrps a magnetic tape containing the tabular statistics can be purchased for $245. -

OTHER PUBLICATIONS

(Available from Superlntendent of Documents GPQO, Washrngton D.C. 20402)

'The Statistics of Income (SOI) Bulletin (Quarterly) — Publication No 1136
Subscription price $16.00; Single copy price $6.00
The SOI Bulletin provides the earliest published financial statistics from the various types of tax and information
returns filed with the Internal Revenue Service. The Bulletin also includes information from periodic or special
analytical studies of partrcular interest to tax admlnlstrators and economists. :

Statistics of lncome—1984 Corporatron Income Tax Returns Publlcatlon No. 16
Price $8.00

Presents information on—

o Receipts o Tax credits Data classified by—

o Deductions e Distributions to stockholders © industry

o Net income o Assets ® accounting period

o Taxable income o Liabilities o size of total assets

o |ncome tax , e size of business receipts
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Statistics of Income Domestic Special Studies

By Daniel F. Skelly and John A. Kozielec*

The Statistics of Income Division regularly conducts more
than 40 studies of tax return data [1]. While the basic studies
of individual and corporation income tax returns are well
known, the studies of international income and taxes and
the various domestic special studies are generally less well
known. To remedy this, an article on the international statis-
tics program was published in 1986 [2]. The present article
is a sequel to that article and takes a look at the many
domestic special studies that are currently underway or in
the planning stages. Many of these studies are conducted
annually, whereas others are conducted less frequently or
even on a one-time basis.

Statistics of Income (SOl) domestic special studies cov-
ered by this article can be classified into three groups:

e Tax-Exempt Organizations Studies.—This group in-
cludes annual studies of returns filed by private foun-
dations, nonprofit charitable and other organizations
exempt under Internal Revenue Code section 501(c),
exempt organizations with “unrelated business in-
come,” and tax-exempt private activity bonds. Also in-
cluded are periodic studies of returns filed by
nonexempt charitable and split-interest trusts and
farmers’ cooperatives. A one-time study of private
foundation grant-administrative expenses’is also in-
cluded in this category.

e FEstate Tax and Wealth Studies.—Besides the basic an-
nual study based on data from estate tax returns, stud-
ies are conducted periodically to estimate personal
wealth and to look at the intergenerational transfers of
wealth through inheritance. Occasional studies involv-
ing fiduciary and gift tax returns are also included in
this category.

e Excise Tax Studies.—Currently this group includes
studies of returns relating to the quarterly crude oil
windfall profit tax and the environmental excise tax on
certain hazardous substances (i.e., the so-called “Su-
perfund Tax”).

As is true of most SOI studies, the main users of these
statistical reports are the Office of Tax Analysis in the Office
of the Secretary of Treasury and the Congressional Joint
Committee on Taxation. In addition, detailed information is
provided to other Government agencies— notably the Envi-
ronmental Protection Agency, the Federal Reserve Board,
and the Bureau of Economic Analysis in the Department of
Commerce. Partial funding of the effort to compile statistics
on tax-exempt organizations is provided by the Indepen-
dent Sector, a nonprofit coalition of corporations, founda-
tions, and voluntary organizations whose mission is to
encourage giving, volunteering, and not-for-profit initiatives.

Exhibit 1 shows the estimated population and the size of
statistical samples underlying the data, as well -as the con-
tent and frequency of each of the studies. To meet the grow-
ing need for data, the Statistics of Income Division plans, in
the near future, to initiate new statistical services in the per-
sonal wealth and tax-exempt areas that will provide univer-
sity scholars, research organizations, and others with
expanded access to the information.

TAX-EXEMPT ORGANIZATIONS STUDIES

This broad area currently consists of those exempt stud-
ies mentioned previously. SOl data indicate that the growth
of tax-exempt organizations has kept pace with the national
economy as a whole, or even exceeded it, during the past
decade. For example, while the real Gross National Product
(GNP) nearly doubled in the period from 1974 to 1983 (in-
creasing by 92 percent), the receipts of private foundations,
adjusted for inflation, increased by 125 percent. The total
revenue of other charitable organizations exempt from in-
come tax under Code section 501(c)(3) also grew by 95
percent from 1975 (the first recent year for which statistics
were produced) to 1983.

Private Foundations

A private foundation is a nonprofit corporation, associa-
tion, or trust with a narrow source of funds which supports

* Daniel F. Skelly is Chief, Foreign Statistics Branch. John A. Kozielec is a member of the Foreign Special Projects Section in that Branch. 1



2 Statistics of Income Domestic Special Studies

social, educational, scientific, charitable, religious, or other
programs dedicated to improving the general welfare of
society. These organizations qualify for tax-exempt status
under section 501(c)(3). The primary difference between
private foundations and other tax-exempt charitable organi-
zations is that foundations usually receive their funds from
an individual, family, or corporation, while other nonprofit
charitable organizations (described below) derive their
funds from a large number of sources within the general
public. In addition, private foundations generally do not op-
erate their own charitable programs.

~ The first SOI studies of information returns filed by private
foundations were published for 1974-1978 and 1979 [3,4].
Then in 1982 the study was redesigned as an annual series
which will form a longitudinal data base (i.e., essentially the
same organizations will be observed over time) [5,6]. In-
cluded in the annual samples are the returns of all private
foundations with total assets (book value) of $10 million or
more (about 700 returns in 1983, the most recent year for
which data are available) [7]. These 700 returns accounted
for 70 percent of the total assets of all private foundations
and formed approximately half of the 1,375 sampled returns
used for the study. The returns in the other half of the sam-
ple were randomly selected at various rates, ranging from
0.7 percent to 10 percent, depending on the book value of
total assets.

Private foundation revenue more than doubled between
1979 and 1983. Figure A illustrates the significant shifts in
sources of foundation income which occurred during this
period. By 1983, substantial increases in ‘net gains from
sales of capital assets established this component as the
leading source of foundation revenue, displacing both divi-
dend and interest income and grants received, which were
traditionally the major revenue sources. A fast-paced securi-
ties investment environment and a 1981 tax law change
(which eliminated the requirement that foundations pay out
as charitable distributions all of their investment .income)
may have encouraged the restructuring of foundation in-
vestment portfolios and may have been primary contribu-
tors to these shifts. . ST

Figure B shows selected financial data by size of total fair
market value of assets for 1983. Nearly 30,000 foundations
filed returns, 5.4 percent more than 1982, with total revenue
of $12.1 billion reported, a 33 percent increase.

Charitable and Split-Interest Trusts

Nonexempt trusts are legal instruments established by
an individual or organization with either income or remain-
der interests (or both) devoted to charitable purposes.
There are two types of nonexempt trusts: purely charitable
trusts, which are intended exclusively for charitable pur-
poses, and split-interest trusts, which. have both charitable
and noncharitable beneficiaries. Both types of trusts are




Statistics of Income Domestic Special Studies 3

Figure B.—Private Foundations by Size of Total Assets,
1983

{All figures are estimates based on samples—money amounts are in millions of dollars]

Size of total fair market value of assets

ftem Totay Under ' $1,000,000 | $10,000,000| $25,000,000 | $100,000,000
$1,000,000 under under under or
e $10,000,000 | $25,000,000 | $100,000,000 |  more
(1) @) Q) ) (2] 6)
Number of returns .. ..} 29.863| 24,717 4,237 543 273 93
Total fair market
value of assets . . ... .. $71935| $4,163| $14,054 $8,207| $12,897 | $32.614
Total book value
ofassets ........... 56,768 3,769 11,874 6,484 10,541 24,099

Total revenue ......... 12,132 1.159 2,602 1,125 2,006 5,240

Net gain (loss) from
sales of capital

assets . ......... 4,249 86 418 282 487 2976
interest and
dividend income ..} 4,034 281 846 487 761 1,659
Grants received .. ..| 3,025 759 1,052 286 584 344
Total expenses . ....... 5,883 934 1,560 721 1,073 1,595
Total qualitying grants
paid............... 4,363 822 1,092 550} 756 1,143

" Includes foundations with zero assets and unreported assets.
NOTE: Detail may not add to total because of rounding.

nonexempt in the sense that they do not have to be formally
recognized as tax-exempt under the Internal Revenue
Code. Although they are exempt from income taxation, they
are treated by Internal Revenue Service (IRS) as founda-
tions and taxed on their income not distributed to charities.

The most recent data available for nonexempt charitable
trusts and split-interest trusts are for 1979. As noted in Ex-
hibit 1, a study in this area is planned for 1989 and every
third year thereafter.

In 1979 there were 15,846 nonexempt trusts, including
2,103 charitable trusts with reported assets of $894 million
and 13,743 split-interest trusts with reported assets of $2.5
billion. The charitable contributions of these trusts totaled
$118 million, including $56 million given by charitable trusts
and $61 million by split-interest trusts [8]. Split-interest trusts
contributed only 33 percent of their revenue to charities as
compared to almost 58 percent for charitable trusts.

Nonprofit Charitable and Other Organizations
Tax-Exempt under Code section 501(c)

The Statistics of Income Division's study of nonprofit char-
itable organizations includes all organizations exempt from
Federal income tax under Code section 501(c)(3), except
private foundations (discussed previously). These organiza-
tions are principally religious, educational, health-related,
scientific, and literary organizations. As indicated previ-
ously, they differ from private foundations in that they derive
their funds from the general public.

The most recent financial data available for nonprofit
charitable organizations are for 1983 [9]. Of the approxi-
mately 280,000 organizations recognized by the IRS as

nonprofit charities in that year, an estimated 89,000 were
required to file returns (Form 990). Organizations with gross
receipts of $25,000 or less, and churches, were not re-
quired to file. The sample returns used for the statistics for
1983 on nonprofit charitable organizations consisted of all
organizations with total assets (book value) of $10 million or
more {approximately 4,500 for 1983), plus a random strati-
fied sample of approximately 500 returns from the remain-
ing population of 84,500 returns. Data were also published
for these section 501(c)(3) organizations for 1982 [10].

Earlier data, however, for the period 1975-1978, included
all section 501(c) organizations, charitable as well as other
organizations [11]. The three major groups in terms of num-
bers of organizations in 1975 (excluding section 501(c)(3)
organizations) were civic leagues, social welfare organiza-
tions, and local associations of employees—section
501(c)(4); labor, agricultural, and horticultural organiza-
tions—section 501(c)(5); and social and recreational
clubs—section 501(c)7).

Future plans call for annual studies beginning with 1985
which will grow larger in size and scope. Beginning with
1988, the study will be expanded to again include all 501(c)
organizations. The sample returns used will be increased
from 5,500 for 1985 to 35,000 for 1988.

One of the dominant characteristics of the nonprofit sec-
tor and, in particular, of charitable organizations has been
the concentration of financial resources among a small
number of large organizations (see Figure C). Organizations
(other than private foundations) with assets of $l0 million or
more filed only 5 percent of the returns for 1983, but ac-
counted for 80 percent of total assets. In contrast, approxi-
mately 40 percent of the returns were filed by organizations
with asset holdings under $100,000. Yet these nearly
35,000 small organizations accounted for only 0.3 percent
of the total assets of all nonprofit charitable organizations.

Figure C.—Nonprofit Charitable Organizations by Size of
Total Assets, 1983

[All figures are estimates based on samples—money amounts are in millions of dollars]

Size of total assets N:,‘;':::s‘" Tota! assets

Total, all organizations. . .................. 89,052 $331,227
Under $100,000" .. ...... ... ... ...l 34,650 1,153
$100,000 under $500000 .................. 23,625 4,651
$500,000 under $1,000000 . . ............... 10,574 7,237
$1,000,000 under $10,000,000 .............. 15,433 83,027
$10,000,000 under $50,000,000 ............. 3,653 84,167
$50,0000000rmore . ...l 1,113 180,992

Includes returns with zero assets or assets not reported.
NQOTE: Detail may not add to total because of rounding.

As shown in Figure D, program service revenue (fees
collected to administer charitable programs) was the largest
component of total revenue for 1983, accounting for nearly
two-thirds ($147.5 billion) of total revenue of all nonprofit
charitable organizations. A look at the 1983 data by type of
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charitable organization shows that program service revenue
accounted for 90 percent ($93.8 billion) of total receipts for
hospitals and 60 percent ($24.2 billion) of total receipts for
educational institutions. Program service revenue includes
a broad spectrum of revenue sources such as hospital
charges for patient care (whether paid by the patient or
through third-party reimbursement): tuition, fees, and day-
care charges at educational institutions; admissions to mu-
seums, concerts, and other performing ‘arts events;
educational workshop fees; charges for athletic programs
and housing facilities at. YMCA’s; and payments received for
insurance and retirement coverage by pensron and annuity
fund companies. .

. However whiie program service revenue was the major
source of revenue for the large nonprofit charities, contribu-
tions (received directly from the public, or indirectly through

fundrarsrng campaigns and from Government grants) com- -

prised the major portion of the revenues of the smaller orga-
nizations. For 1983, contributions represented 60 percent
($13.1 billion) of the total revenues ($21.8 billion) of organi-
zations with assets of less than. $1 million. Contributions
received by educational organizations accounted for 24.8
percent ($10.2 biIIion) of total receipts and only 2.4 percent
($2:5 billion) of total receipts for hospitals. The remainder of
the revenue received- by charities was in the form of dues
and assessments, interest, dividends, and other investment
income.

Figure D.—Nonprofit Charitable Organizations 1975, 1982,
and 1983

[All figures are estimates based on _samples— money amounts arein bilions of dollars]

ftem r 1975 1982 - - | 1983

[ @ BE)
Number of returns . .. ... ... .. o L1 82048 75,738 '89,052
Totalassets . ................ ... . ... .. , 1085 | ) $279.6 T $331.2
Totalrevenue . .................. ... 65.5 196.3 2240
Contributions, gifts, andgrants . ............ 171 41.3 46.4
Dués and.assessments .. .............. T 15 : 25 31
Program service revenue . .............. .. n.a. 1244 147.5
Total eXPeNses .. ..... ... .. 62.6 1813 2075
Program service expenses ................ 36.8 151.7 173.6
Fundraising expenses . .............0.... 14 1.7 1.8

Management-and general expenses . . .. ... .. " na. . 27.4 © 318 7

n.a. - Not available. -
NOTE: Year-to-year comparabtlity is affected by tax law changes

Organizations receiving tax-exempt status under section
501(c)(3) represent the largest group of organizations with
tax-exempt status. For 1975, when the minimum. filing re-
quirement was more than $10, 000 in gross. receipts, they
represented 37 percent of all returns filed and accounted
" for 68 percent of the total assets of all tax-exempt organiza-
tions. (Labor organizations and civic leagues followed in
terms of the numbers of returns filed.) Since then, the filing
requirement has been increased to more than $25,000, so
exact comparisons are not possible. However, the most re-
cent data from the IRS Business Master File indicate that the
organizations exempt under section 501(c)(3) still outnum-
ber all other types of tax-exempt organizations. For 1986,
returns filed by these charitable:organizations represented

48 percent of the returns filed by all tax-exempt organiza-
tions and accounted for 63 percent of the total assets re-
ported. -

Exempt Organizations’ Unrelated Business Income
In 1950, Congress imposed a tax on the income of tax-

exempt organizations from a trade or business not substan-
tially related to an organization's exempt purpose or

- function. The law’s purpose was to restrict the potential for

unfair oompetition between nonprofits and taxable, for-
profit, businesses that provide the same services.: The Tax
Reform Act of 1969 revised and expanded this tax on ‘unre-
lated business income’". '

In more recent years, With Federal cutbacks in funding for
social programs, there has been.-a major focus on the-move-
ment of exempt organizations into commercial activities and
the resulting impact on for-profit businesses. In 1984, the'Small

" Business Administration issued a report, “Unfair Competition

for Nonprofit Organizations With Sriall Business; An Issue for
the 1980's," that was critical of exempt organizations operating
commercial activities [12]. In September 1986, the Ways and
Means Committee of the House of Representatives began a
comprehensive review of the Federal tax treatment of commer-
cial and other income- producrng activities of tax-exempt orga-
nizations. Hearings were held in the summer of 1987, with

.recommendations to follow [13]. It is anticipated that the-Sub-

committee on Oversight will call for expanded information to
be reported on the Form 990 regarding taxable and nontaxa-

- ble subsidiaries, as well as additional information on related
" and unrelated business activities: of exempt organizations [14].

Against this backdrop of mtensrfying interest and conoern

-.regarding the .possible conflict between the private sector

and the’'income-producing activities of the nonprofit sector,
the Statistics of Income Division is. undertaking a-major new
annual study. This study, for 1987, is based on a.sample of
approximately 5,000 returns selected from anestimated
population of 30,000 tax returns filed by exempt organiza-
tions with-unrelated business income. Presently, data from
the IRS Master File System for 1985 and 1986 are being
analyzed for possible use in-the study. Figure E shows the
most recent information available from exempt organiza-
tions’ business income tax retUrns (Form 99’0—‘T). E

Figure E. —Exempt Organlzation Unrelated Business
Income Tax Returns: Number of Returns and Unrelated
Business Income Tax Collections, Fiscal Years-1985-1987

[Money amounts are in thousands of dollars] - '

Fiscal Number ‘Unrelated businass

year ) of returns income tax
1985 ... 24103 . . 30.208
1986 ... .. e 32,224 54,943
1987 . 33.286 119,875

NOTE: Fiscal Year 1984 covers returns filed in October 1983 through September 1984. Data for
other years are similarly defined.

SOURCE: Business Master File Reports of Revenue Receipts Internal Revenue Service.
Unpublished annual reports.
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Private Foundation Grant-Administrative Expenses

As part of the Tax Reform Act of 1984, Congress man-
dated a one-time study of the expenses of private founda-
tions in administering grants. The purpose was to assess
the impact of current provisions of the Internal Revenue
Code governing the treatment of such expenses. This infor-
mation collected by the Statistics of Income Division will
enable the Office of Tax Analysis to report its findings and
recommendations to Congress so that statutory or regula-
tory changes to the private foundation tax provisions of the
Internal Revenue Code can be made if they are deemed
necessary. A subsample of approximately 800 returns from
the SOI 1985 private foundation study is being used in this
study. The results will be provided to the Office of Tax Analy-
sis for use in its report to Congress due in January 1990.

Farmers’ Cooperatives

The Statistics of Income Division periodically publishes
statistics on farmers' cooperatives. The last published study
was for 1963 [15]. A more recent study on tax-exempt {un-
der Code section 521) as well as nonexempt farmers’ coop-
eratives, however, was conducted for 1977 with the
assistance of the Department of Agriculture. Results will be
published in an SOI compendium on exempt organizations
scheduled for release in the fall of 1988. Figure F compares
data for exempt and nonexempt cooperatives for 1963 and
1977. Although the number of exempt cooperatives
dropped by almost half between 1963 and 1977, their total
assets increased by approximately 44 percent. Total assets
of nonexempt cooperatives, which were reported on Form
1120, the corporation income tax return, up until 1982, in-
creased more than tenfold over the same period. Informa-
tion for nonexempt cooperatives are now reported on Form
990-C, the same form filed by tax-exempt cooperatives.

Figure F.—Exempt and Nonexempt Farmers’
Cooperatives, 1963 and 1977

[Figures for nonexempt cooperatives are based on samples—money amounts are in
millions of dollars]

1963 1977
ftem Exemp( Nonexerpm Exempl Nonexer_npt
(4] 2 (] @

Number of returns . ..... .. 5,574 3,021 2,933 3,175
Total assets (book value) ... .. $4,065 $1,927 $ 5,854 $20,377
Total receipts . ............. 8,940 4,937 15,340 34,471
Total deductions ........... 8,919 4,908 15,330 34,298
Net income (less deficit) . . . . .. 21 29 12 172
Netincome .............. 42 40 54 201
Income subjecttotax........ 7 36 25 177
Income tax after credits . ... .. 2! 13 6’ 81

' Exempt fariners’ cooperatives are not exempt from income tax but are taxed at the same
cog)orate rates (as are nonexempt cooperatives). However, exempt cooperatives are allowed to
deduct from earnings dividends paid on capital stock and distributions of any net margins from
nonpatronage business (which includes income from investments, sales of capital assets and the
like). Nonexempt cooperatives may not deduct these two items, which in the case of exempt
farmers’ cooperatives totaled $31 million for 1963 and $23 million for 1977.

NOTE: Detail may not add to totals because of rounding. Year-to-year comparability is affected
by tax law changes.

The next farmers’ cooperative study is planned to coin-

cide with the 1992 quinquennial economic census. Plans
are to obtain most of the data from information already tran-
scribed for tax administration purposes and included in the
IRS Master File system. These data will be augmented by
data abstracted from the returns processed for statistical
purposes only. The Department of Agriculture is expected
to help with the 1992 study as it did for the 1977 study.

Tax-Exempt Private Activity Bonds

Private activity tax-exempt bonds are issued by State and
local Governments or their authorized agents for the direct
benefit of private businesses, organizations, and individ-
uals. The original intent of the Federal income tax exemp-
tion for interest earned on State and local bonds was to
provide a subsidy for Government projects (such as high-
ways) by making it possible to obtain funding at lower inter-
est costs. However, there was nothing to prevent State and
local Governments from also issuing private-purpose bonds
to promote economic development and housing within their
jurisdictions, while incurring little or no costs themselves. As
a result, investment dollars were shifted away from other
taxable, interest-producing alternatives which could lead to
a significant loss in Federal tax receipts. The shifting of
bonds toward these non-Government uses recently
prompted the Federal Government to reexamine its policies
in this area. The dollar volume of these bonds accounted for
54 percent of the $119.4 billion of total long-term tax-exempt
bond volume for 1985 [186].

The Tax Equity and Fiscal Responsibility Act of 1982 re-
quired State or local Government issuers of private-purpose
tax-exempt bonds to file information returns with the IRS
describing the nature and uses of the bonds. Data obtained
from these returns {Form 8038) for bonds issued in 1983
through 1985 have been published annually [17].

While the number of bond issues reported each year has
remained steady at just under 15,000, the dollar volume of
new issuances shot up from $49.9 billion in 1983 to $99.4
billion in 1985 (see Figure G). Figure G shows the massive
growth in this 3-year period of private exempt entity bonds,
in particular.

Figure G.—New Issue Private Activity Bond Volume, by
Type of Bond, 1983-85

[Billions of dollars)

New issue volume Percentage

Selected type of bond change,

1983 1984 1985 1983 to 1985

Total ... $49.9 $65.8 $99.4 99.2%
Student loanbonds .. ........... 3.1 14 28 -85
Private exempt entity bonds ... ... 8.2 9.0 261 218.0
Mortgage bonds' .. ............ 10.8 139 13.4 245
Industrial development bonds . . ... 278 415 57.1 105.1

' Data for 1983 and 1984 are based on information compiled by the Department of Housing and
Urban Development; for 1985, the data were compiled by IRS, based on Form 8038, Information
Return for Private Activity Bond Issues.

NOTE: Year-to-year comparability is affected by tax law changes.



Future Plans in the Tax-Exempt Area

‘Although exempt organizations received little direct atten-
tion in the Tax Reform Act of 1986, several of the provisions

dealing with individuals and taxable,corpérations will have a

major impact on the operation and well-being of exempt
organizations.

" Basically, the 1986 Act increases the after-tax cost of
charitable giving for several reasons. First, taxpayers whose
marginal tax rates are decreased under the 1986 Act will
realize a smaller tax benefit from their deductions for chari-
table contributions, while taxpayers subject to a higher mar-
ginal tax rate (due to changes in provisions dealing with tax
shelters and the alternative minimum tax) will find the Gov-
ernment subsidizing a larger portion of their charitable giv-
ing. However, since the majority of taxpayers will have lower
marginal tax rates, overall charitable giving is projected to
decline. In addition, a provision.enacted in 1981 permitting
individuals who did. not itemize their deductions to deduct
part or all of their charitable contributions expired-after 1986
and was not reinstated by the Tax Reform Act of 1986. Thus,
these nonitemizers must:again bear the entire cost of chari-
table contributions they make after 1986 (the'same as they
did before 1981) [18]. Finally, a number of other changes
are expected to reduce the number of .itemizers, further
reducing the tax incentive to make charitable donations.
This expected.fall in donations may force nonprofit organi-
zations to increasingly move into commercial activities in
which they typically compete with for-profit firms in order to
finance their programs. .

Thére seems to be a general agreement among the users
of SOI data on exempt organizations that there is a strong
need to expand the data bases available so that policyma-
kers can make more informed decisions in this area. Thus, if
reimbursement can be' obtadined, the Statistics of Income
Division .will ‘greatly expand its data on exempt organiza:
trons ‘Already, SOI studies of prrvate foundations and non-
‘profit charitable organizations are being resumed on an
annual basis, beginning with Tax: Year 1985. Second, -SOI
plans to substantially increase the sample sizes for both:the
private foundation -and nonproﬁt charitable organization
studies beginning wrth 1987. Thrrd ‘beginning with Income
Year 1988, the exempt organlzatlon study will be expanded
to include all section 501(c). organizations (rather than just
-501(c)(3) organizations) and the sample will be increased
from approximately 5,500 to 35,000 exempt organizations.
Fourth, the study of the exempt organization unrelated busi-
ness income tax, which is being conducted for the first time
for 1987, will be done on’'an annual basis. Fifth, periodic
studies (at least every 3 years) will be conducted on farmers’
cooperatives, charitable’and split-interest trusts, and also on
excise taxes paid by private foundations and public chari-
ties.

Statistics of Income Domestic Special Studies

SOl also'is working on @ compendium of exempt studies
which will be available in the fall of 1988. The one-volume
compendium will be comprised chiefly of articles published
in the Statistics of Income Bulletin and in the Proceedings of
the American Statistical Association, along with facsimiles of
tax forms and instructions. Also included will be other re-
search papers and previously unpublished articles and ta-

bles. This material will serve as a reference source for

statisticians, economists, and researchers. However, the
compendium represents only a samplrng of the available
statistical information that might ‘be of value to interested

parties. Some microdata files are already available for pub- -

lic use, and efforts are underway to determine whether ad-

ditional mlcrodata files can-be provided while protecting the

identity of individual’ organrzatrons wherever required under
the law. Unpublished or ‘special tabulations are also availa-
ble on a cost-reimbursable basis [19].

ESTATE TAX AND WEALTH STUDIES

‘The Statistics of Income Division conducts five studies
relating to estate taxes and its direct and indirect effects on
transfers of wealth. To look at the direct effects, SOl analyzes

estate and fiduciary taxation. .Studies which focus on the

indirect effects include those of personal wealth estimated
from estate data,(described.in.the. Personal Wealth Esti-
mates Section, below), intergenerational wealth transfers,
and the relationship between.income and wealth.

Perhaps the most important change in this area in recent

years was the increase:in the filing requirerent for estate tax
returns. From 1942 to 1976, the floor for the estate filing
requirement was $60,000 in gross estate. The Tax Recovery

_Act of 1976 and the Economic Recovery Tax Act-of 1981

(ERTA) mandated a series of increases in the filing require-
ment which doubled this floor for 1977 decedents and then
further increased it for each of the next'10 years (see below).
The filing requirement is scheduled, at least for now, to
remain ‘constant at $600,000 beginning: with estates of tax-
payers who died in 1987 and thereafter. Not-surprisingly, the
filing requirement changes have resulted in a dramatic de-

" cline in the number of returns. Just 68,000 returns were filed

in 1985, 66 percent less than the nearly 201,000 returns
filed in 1977 [20].

Size of gross estate

Year of death filing requirement.

1976 . $ 60,000
1977 ... e 120,000
1978 ... ... R .... 134,000
1979 ... " 147,000
1980 ... . 161,000
1981 .. 175,000
1982 . 225,000
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1983 . . 275,000
1984 ... e 325,000
1985 . .. e 400,000
1986 . .. 500,000
1987 andlater ................. 600,000

The rapid rise in the estate tax filing requirement has also
narrowed the group of individuals whose personal wealth
can be estimated from estate data. Nonetheless, estimates
can still be generated for the richest 1 or 2 percent of the
population, which still includes a significant portion of the
Nation's wealth. For example, estimates of personal wealth
in 1982 showed that there were approximately 4.5 million
Americans with gross assets of $325,000 or more. Al-
though these individuals represented only 2.8 percent of
the Nation’s adult population, their net worth (the value of
their assets after reduction for debts) made up approxi-
mately 30 percent of the wealth in the United States held by
U.S. households [21].

Each of the studies in the estate tax/wealth area is de-
scribed in greater detail in the sections that follow. SOI plans
for a major expansion of studies in this area are also high-
lighted.

Estate Tax

Statistics from estate tax returns are periodically pub-
lished in the Statistics of Income Bulletin; the most recently
published data were for 1983 [22]. {Limited data for returns
filed in 1984 and 1985 are available directly from the Statis-
tics of Income Division.)

Despite major changes in the estate tax law in recent
years, taxation of estates continues to be based primarily on
the total value of the decedent’s property and not upon the
shares received by the individual beneficiaries (although the
liberalization of the marital deduction, described below, is
an important change here). When a citizen or resident of the
United States dies, a Form 706 must be filed by the execu-
tor or administrator of the estate if the value of the dece-
dent’s gross estate exceeds the filing threshold [23]. As
noted already, the filing threshold which stood at $60,000 in
1976 has now increased to $600,000.

Estate tax return data available for 1982 through 1985 for
decedents with gross estates of at least $300,000 show the
impact of ERTA on estate taxation, exclusive of the changes
in the filing requirement [20]. The liberalization of the marital
deduction that was enacted as part of ERTA resulted in a
significant decrease in the estate tax liability, even though
the number of estate tax returns filed and particularly the
size of total gross estate each increased. The total estate tax
liability dropped by nearly 25 percent, from $6.2 billion in
1982 to $4.7 billion in 1984, before increasing to $5.0 billion

in 1985. (The 1985 increase would have been more sub-
stantial if it were not for the aforementioned increases in the
filing requirement for 1984 and 1985 decedents.) The liber-
alization of the marital deduction resulted from eliminating
the monetary ceiling on the deduction for estates of dece-
dents dying after 1981. Thus, unlimited amounts of prop-
erty, except for certain terminable interests, could be
transferred between spouses free of estate or gift taxes.

The number of estate tax returns with gross estate of
$300,000 or more increased between 1982 and 1985 from
approximately 60,000 to 68,000, while total reported gross
estate grew by almost 40 percent (see Figure H). The major
reasons for these increases were the overall expansion in
the economy, accompanied by lower interest rates, both of
which contributed to an increase in the value of residential
and commercial real estate, and investment portfolios. For
these reasons and with the moderate increase in inflation
over this time period, more and more estates grew in size to
the point that they exceeded the increased filing threshold.

Figure H.—Gross Estates of $300,000 or More, by Filing
Year, 1982-1985

[All figures are estimates based on samples—money amounts are in millions of dollars]

Filing Number of Gross Total Taxable Estate tax
Year returns estate deductions estate after credits
(1) (2 & 4 5)
1982 ... 59,597 $45,412 $17,897 $27,568 $6,226
1983 ............. 63,251 50,390 24,322 26,235 5,170
1984 ... 60,316 49,954 25,553 26,421 4,667
19856 ... ... .. 67,861 62,805 31,364 31,645 5,035

NOTE: Returns were not required for decedents who died in 1984 or 1985 with gross estates
under $325,000 or $400,000, respectively. Year-to-year comparability is also affected by other tax
law changes. Returns filed each year primarily reflect deaths that occurred during the preceding
year.

Personal Wealth Estimates

The estate tax return requires a great deal of information
to be reported concerning the financial and demographic
characteristics of the decedent. This includes data on as-
sets and liabilities, as weil as on age, sex, marital status, and
State of residence. The extent and quality of these data are
such that, since 1962, the personal wealth of the richest
Americans has been estimated as a by-product of the SOl
program generating estate tax return statistics [24,25].

The underlying assumption in making these estimates is
that death draws a random sample of the living population.
The technique used to derive the estimates, called the “es-
tate multiplier,” relies on the fact that for the general popula-
tion the mortality rate is known for each age and sex group.
Therefore, if the number that died in each age/sex group is
known, and the mortality rate for each group is known, then
the population is the inverse of the mortality rate times the
number of deaths in each group. The estate multiplier tech-
nique for certain data sets may yield more accurate data
than sample survey methods which suffer from problems of
nonresponse and inexact responses.
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The estate multiplier technique assumes that estate tax
returns provide a representative sample of the living popula-
tion for the purpose of estimating the personal wealth of that
segment of the population which holds a substantial portion
of the wealth of all individuals. The wealth of the living popu-
lation can be estimated from those returns by using the
mortality rates of wealthy individuals to develop multipliers to
weight the data up to the living population [26]. '

In order to -improve. the accuracy of the personal wealth
estimates, the SOI sample design was restructured beginning
in 1982 to select returns based on the year of the taxpayer's
death rather than on the year in which the estate tax return was
filed. Returns filed during a 1-year period lnclude returns for
more than a single year of death. In addition, a core group of

returns is selected without regard to the year of. death. This-

enables estate tax return data to continue being produced-on
a filing-year basis (thus preserving the historical SOI time se-
ries) and, at the same time, allows for periodic estimates of
wealth to be produced based on deaths in a .specrfrc,year.
Limited personal wealth data based on the returns filed each
year are also prepared annuatly [27] N ;

As shown in Figure |, the number of Amerncans with a nét
worth of $5. mtllron or more. grew-more than tenfold between
1962 and 1984. Between-1981 and 1984 alone, the number
almaost doubled. These are among the statistics derived from
the estate returns using the technique 'described above.

Flgure I.—Number of Individuais- with Net Worth of $5
Million or More, 1962-1984

[All figures are estimates based on.samples)

Number of
Year individuals <
1962 . 4,500
1969 ..o P I . 9,300
1972 s B 11,300
2 24,100
1982 ... o e R 32,000
1983 0. L e 40,200
1984 . .t 46,300

.Figure J shows the contrast in composition of assets be-
tween the “very wealthy” (persons with. net worth of $5

million or more) and for the “moderately wealthy” (persons

with net worth between $250,000- and $500,000). More
than a third of the assets of the very wealthy. were repre-

sented by corporate stock, .compared to 14 percent for.the -

moderately wealthy: For the moderately wealthy, real estate
accounted for nearly 43 percent of total assets, compared
to less than 14 percent of the assets of the very wealthy..

Revised personal wealth estimates for 1982 based on
estate tax returns filed between 1982 and 1984 are pub-
lished in the 1987 Proceedings of the American Statistical
Association and in more detail elsewhere [28, 29)].

A number of efforts are underway to improve SOI per-
sonal wealth estimates. Comparisons are being made, for
example, between pre- and post-audit values, by asset

type, from a sample of estate tax returns. This will allow the
issue of undervaluation of assets reported on estate tax
returns to be.-addressed. Second, comparisons are cur-
rently being made between certain published financial and
demographic information from outside sources and SOI de-
mographic data and wealth estimates [30]. Direct compari-
sons of information from outside sources with that reported
on estate tax returns may provide information about the
types of assets and amounts of wealth not captured by the .
estate multiplier technique.

Figure J.—Percentage of Estimated Personal Wealth, by
Asset Type and by Selected Sizes of Net Worth, 1982

[All figures are estimates based on samples)

' Size of net worth
\ L Type of asset ' $25%00’0 ’ $5 million
) ] . sgonogz)o or more
All asset types . ........ U ; 1000% [ 100.0%

Corporate stock ................ ... ... . 143 - . 359
Realestate ........ P P 428 13.6
Bonds ~........ ... S 15 7 o 96
Noncorporate business assets .. ............. . 8.5 95
Cash............-..... N 6.6 - 4.2
Notes and mortgages .......... T, 4.0 . 4.2
Lifeinsurance . ©.. ..o I 27 . - 02
Otherassets .............................. - 196 B 227

NOTE: Detail may not add to totals because of rounding_ !

Other research relating to-personal wealth. being pursued
includés-an examination of mortality rates of estate tax dece-
dents, compared with the general population, based on
actual experience to see if revisions to the SOl multipliers
are needed. The Statistics of Income Division is also work-

"ing closely with representatrves from the Fedéral Reserve

Board (FRB) who have- produced wealth estimates from
survey data collected durrng the, 1983 Survey of Consumer
Finances [31]. By studying both IRS and FRB data, im-
provements in SOI wealth estimates can bé made. Survey
data also allow analyses to be made of the distribution of
wealth for individuals with assets totahng less than the estate

. tax flhng requwement

Intergeneratlonal Wealth Transfers

The Statrstrcs,of Income D|V|sron.has begun a long-'term

research -project involving .all éstate. tax returns filed since.

the -inception of the estate tax-in 1916.[32]..This 'study will
focus on the changes in the concentration of wealth and on
the transfer of. wealth from one.generation to another.-Em-
phasis will. be placed on asset. compoesition, demographic
information available from the. returns, and information
about the benetucranes of the estates

Data have thus far been abstracted from all estate tax
returns of decedents who died from 1916 through 1945.
Information from estate tax returns will. enable a match to be
made bétween heirs of an estate and the estate tax returns
that may eventually be filed for those heirs. For the estates of
decedents who died after 1945, information will be obtarned ‘
only for decedents with gross estates in excess of an annu-
ally increasing amount.




Statistics of Income Domestic Special Studies 9

Detailed asset information has been obtained from estate
tax returns for a sample of decedents for 1916 to 1920 and
for 1928 to 1930. Similar data will also be picked up for
returns filed for decedents who died in the following years:
1938 to 1940, 1944, 1948 to 1950, 1953, 1958 to 1960,
1968 to 1970, and 1978 to 1980. Groups of 3 years have
been selected to center around years ending with a 9 (e.g.,
1928 to 1930 centers on 1929) in order to coincide with
years for which income data are available from the Bureau
of the Census. The single years 1944 and 1953 were in-
cluded so that a comparison could be made between SOI
wealth estimates based on weights applied to individual
estate tax records and estimates produced by Horst Men-
dershausen for 1944 and Robert Lampman for 1953 [33].

Data from the intergenerational wealth study have been
published for estate tax returns with years of death between
1916 and 1931 [34]. Additional data for 1932 through 1945
will be available in the spring of 1989. No data are yet
available, however, on linking beneficiaries and heirs; this
will be covered in a later phase of this project.

Estate Collation

This study is another by-product of the basic estate tax re-
turn statistics program. The purpose of the collation study is to
generate data that will be useful for conducting research on
the relationship between income and wealth. This is done by
matching the estate tax return with the income tax returns for a
given decedent and each beneficiary of the estate. For dece-
dents, income tax returns for the year of death and the 2
preceding years, and for beneficiaries, the returns for the year
prior to the decedent’s death and 3 years after the decedent’s
death, are collated with the estate tax returns. This permits
comparisons to be made of the wealth and income levels of
decedents with the income levels of their beneficiaries, both
before and after the year of death of the benefactor or at the
point at which the transfer of wealth occurred.

Estate collation studies have been done for 1976 and for
1982. For the 1982 study, fiduciary income tax returns were
included when a trust was listed as a beneficiary. Also in-
cluded were gift tax returns filed by the decedent for the 2
years preceding death. This collation study will be repeated
again for 1989.

Some significant results from these collation studies have
been produced by Steuerle and Greenwood [35, 36]. In
particular, Steuerle noted that for the very wealthy the rate of
return on all financial assets was much less than if their
funds had been invested in savings accounts. Steuerle also
noted that the rate of return on all assets was found to be
around 2 percent (see Figure K). Even when wage income
was added to capital income, the amount of realized in-
come was still less than 4 percent of the total value of assets.

Figure K also shows Steuerle's observation that the real-

ized rate of return varies inversely with the size of the estate.
The realized rate of return differs from the economic rate by
the amount of unrealized income or other capital income
not reported on the tax return. Thus, without adjustments,
realized income as shown on the Form 1040 individual in-
come tax return is not a very reliable measure of wealth for
the richest people.

Figure K.—Realized Rates of Return on Assets, 1982

Size of gross estate
Type of asset $60,000 $362,000 $840,000
under under or
$362,000 $840,000 more
{1) ] (&)
Closely-held business (noncorporate) ....... ... 2.22% 1.78% 0.47%
Corporate stock:
TJotal ... 0.81 2.18 1.24
Closely-held ............. ... .. ... .. 0.21 226 0.93
Non-closely-held . ....................... 4.14 2.10 227
All assets {capital incomeonly) ............... 3.24 3.33 1.29
All assets {capital and wage income) .......... 6.57 467 2.99

NOTE: The percentages represent weighted average rates of return (income divided by the
value of assets). Estate classes were split so as to provide equal sample sizes in each class.
SOURCE: See footnote 36 at the end of this article.

Greenwood noticed that realized rates of return on finan-
cial assets varied not only with the level of assets, but also
with the taxpayer’s age, and with the marginal tax rate on
income. Both Steuerle and Greenwood have suggested us-
ing capitalization of income as another approach to estimat-
ing wealth. In this approach, wealth is derived by dividing
realized income from a particular asset by an expected rate
of return and adjusting for unrealized gains and losses.

Fiduciary Income

Fiduciary income tax returns are filed by the person or insti-
tution that has power and control over the property of an estate
or trust to report its income and tax when gross income is
$600 or more. The most recent detailed statistics from fiduci-
ary returns are for 1982 [37]. As shown in Figure L, over 1.6
million fiduciary income tax returns were filed for 1982, an
increase of nearly 30 percent over 1974, the last previous year
for which detailed data are available. Total income (less loss)
almost tripled over the same period. In constant (1972) dollars,
the increase was 60 percent using the GNP implicit price
deflator developed by the Bureau of Economic Analysis.

Figure L.—Fiduciary Income Tax Returns for Estates and
Trusts, Tax Years 1974 and 1982

[All figures are estimates based on samples—money amounts are in thousands of dollars]

Percentage

Item 1974 1982 increase
(1) @ 3

Number of estates and trusts, total . . . .. 1,258,116 1,631,645 29.7%
Estates .............c.oiiiiian 336,475 422,734 256
Trusts ..o 921,641 1,208,911 31.2

Number of taxable estates and

trusts, total ....... ... 403,886 597,100 47.8
Estates ............... 139,963 168,441 203
Trusts ................ 263,923 428,659 62.4
Total income (lessloss) ............. $13,737.886 $39,410,572° 186.9
Taxableincome ................... 2,403.040 7.353.461 206.0
Totaltax ... 835,575 2,617,771 2133

! Total income (less loss) from 1982 tax returns was $36,677,858,000. This figure includes net
(rather than gross) rent and royalty income. To facilitate comparison with 1974, when gross rents
and royalties were included in total income (less loss), total income for 1982 has been adjusted to
include the gross amounts. See also footnote 1, Figure M.

NOTE: Grantor trusts are not included in these statistics. Year-to-year comparability is affected
by tax law changes.
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$13.7
Billion

+15.4%

'$39.4
Billion

Figure M shows the changes in the major sources of
estate or trust income for 1974 and 1982 as reported on
fiduciary income tax returns (Forms 1041). Interest and net
gains (less losses) from sales of capital assets increased
sharply as percentages of total income, while dividends
decreased correspondingly.

Future Plans in the Estate Tax and Personal Wealth
Areas

The Statistics of Income Division is mounting a large re-
search effort aimed at improving the quality and usefulness
of estate tax data. Specific issues being addressed include
the treatment of jointly-owned property, the special use valu-
ation of certain business assets, the valuation of non-corpo-
rate business assets, and the timing of estate valuations.
Projects which have already begun mclude a review of au-
dited returns, among others.

Other blans will be implemented in the future. Consider-
ation is being given to exploring the feasibility of retrieving a
small sample of estate tax returns from years for which

-wealth estimates have been made so that valuation issues

can be studied in detail. As a follow-up to the 1982 estate
collatlon study, an extension of the tracking of the beneficia-
ries listed -on the estate tax returns in the SOI sample is
being considered. Beginning with 1986, the estate data file
contains the name and social security number for each
beneficiary. This will make it possible to trace individual
income information for the beneficiaries over time. Addi-
tional analysis of matched income tax data and estate tax
data.is also: planned in order to develop better estate tax
multipliers (for use in wealth estimation techniques) that will
be differentiated by wealth {38]. In addition, ‘a study is

- needed to compare income and estate tax -data-for given

individuals collected at several points ‘in time in ‘order to
study and adjust for the decrease in wealth which often
occurs around the time of death [39].

A cooperative effort of interested parties, including the
IRS, Federal Reserve Board, Social Security Administration;
and many academicians will, it is hoped, lead to significant
advancements in the measurement of wealth and its distri-
bution. The Statistics of Income Division, at the request of
the Office of Tax Analysis, designed the high-income sup-
plemental sample for the 1983 Survey of Consumer Fi-
nances used by the University of Michigan's Survey
Research Center. Since then the Division has been closely
involved with both the University of Michigan and the Fed-
eral Reserve Board in designing the methodologies em-

~ployed in weighting the supplemental and the cross-

sectional samples [40].

At this point in the evaluation of wealth data for 1982
based on estate tax returns and results of the 1983 Survey
of Consumer Finances, it appears that the survey record
and estate multiplier technique approaches to measuring
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wealth have distinct advantages and disadvantages. The
goal should be to combine both methodologies in order to
arrive at the best possible way of measuring wealth for the
Nation as a whole. The Statistics of Income Division would
like to utilize both survey data and administrative records for
conducting a wealth study for 1989. In particular, the Divi-
sion may again be involved in the design of the high-income
supplemental sample for the 1989 Survey of Consumer Fi-
nances. If possible, the objective would be to arrive at a
sample size of perhaps as many as 2,500 high-income indi-
viduals. From estate tax returns, plans are to improve the
capture of information on assets held by trusts and closely-
held businesses.

In order to develop a complete picture of wealth, plans are
to examine closely the gift and trust behavior of wealthy individ-
uals in both the high-income supplemental sample and the
estate/personal wealth sample. To carry out this study, the gift
tax returns filed by decedents before death and the gift tax
returns filed by individuals in the supplemental sample will be
examined. This will provide an insight into the relationship be-
tween wealth transferred inter vivos (during life) and that trans-
ferred by bequest (will). A trust study based on fiduciary
income tax returns is also planned in conjunction with the
supplemental high-income and estate samples. Trusts will be
identified on estate returns and in the supplemental sample;
copies of the fiduciary and related estate and gift tax returns
will then be obtained. The objective is to examine the role and
importance of trusts and the distribution of trust income in the
overall wealth generation process.

The most significant change mandated by the Tax Reform
Act of 1986 to the unified Federal estate and gift transfer tax
system may be the revival of the generation-skipping trans-
fer tax. This tax was originally established in 1976 to tax
trusts which provided for the distribution of benefits to bene-
ficiaries assigned to more than one generation. The new
tax, which applied to transfers occurring after October 22,
1986, also covered direct gifts and bequests made to recipi-
ents at least two generations younger than the donor. Since
generation-skipping transfer tax returns are filed with the
estate tax return, a review will be made of these returns as
part of the regular SOI estate tax study. An assessment will
then be made of the impact of the new tax and of plans for
future studies of it.

Finally, a compendium on wealth and wealth-related stud-
ies will be published in the fall of 1989. This compendium
will contain, in one volume, results of all recent SOI studies
conducted in those areas. The material will be composed
chiefly of articles published in the Statistics of Income Bulle-
tin and in the Proceedings of the American Statistical Asso-
ciation, along with facsimiles of the tax forms and
instructions. Other research papers and previously unpub-
lished articles and tables will also be included. In addition,
efforts are underway to investigate how to release micro-
data files in such a way that the identity of the taxpayers is

protected. Unpublished or special tabulations will continue
to be available on a cost-reimbursable basis [41}.

EXCISE TAX STUDIES

The Statistics of Income Division currently conducts two
studies on excise taxes each year. One study is on the
windfall profit tax, an excise tax on oil producers and royalty
owners of crude oil. The other covers environmental taxes,
which are imposed on crude oil and petroleum, certain
chemicals, and hazardous wastes. The latter taxes are often
referred to as the “Superfund taxes.”

Total excise tax collections declined slightly from 1981 to
1985 as shown in Figure N. This fall was due primarily to the
reduction in windfall profit tax revenue. Fiscal Year 1981 was
the first full year that the windfall profit tax was collected. The
revenues amounted to $16.9 billion, almost 42 percent of
the year’s total excise tax revenue of $40.4 billion. However,
by Fiscal Year 1985, windfall profit tax revenues had fallen to
approximately $5.1 billion (14 percent of the year's total
excise taxes) because of reduced tax rates and lower crude
oil prices. In contrast, environmental tax payments aver-
aged only about $235 million annually from 1981 to 1985
[42].

Figure N.—Gross Excise Tax Collections By Type, Fiscal
Years 1981 and 1985

(Billions of dollars)

Fiscal Year
Type of excise tax

1981 1985

Total ... $40.4 $37.0
Alcohol taxes . .................. e 5.7 5.4
Tobaccotaxes .................iiiiii 26 45
Gasonetaxes . .................c.iiiiiaaaaaa.t 40 9.1
Manufacturers’ excise taxes (except gasoline) .......... 21 0.9
Windfall profittax ................... ... ... .. 16.9 5.1
Environmentattaxes .............. ... ... .. ... .. ... 0.1 0.3
Retailers, special fuels and unclassified excise taxes .. ... 6.2 6.1
All other miscellaneous excisetaxes .. ................ 28 56

NOTE: Year-to-year comparability is affected by tax law changes.

‘SOURCE: U.S. Department of Treasury, Internal Revenue Service, Annual Report, Commis-
sioner and Chief Counsel, Internal Revenue Service. See reports for Fiscal Years 1981 and 1985.

Windfall Profit Tax

The Crude Qil Windfall Profit Tax Act of 1980 imposed a
Federal excise tax on domestic crude oil extracted on or
after March 1, 1980. The tax was enacted in response to the
planned phaseout of Federal price controls on domestic
crude oil. Congress mandated that the tax be temporary,
with a 33-month gradual phaseout. This phaseout was to
begin in January 1988 if $227.3 billion in net revenue had
been realized by then; otherwise, it was to begin no later
than January 1991.

The windfall profit tax is reported on the Quarterly Federal
Excise Tax Return, Form 720, and Form 6047, Windfall Profit
Tax, which is filed as an attachment to Form 720. SOI tabu-
lations are based only on the population of Forms 6047 that
show a tax liability. Therefore, since not all oil production is
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taxable, total domestic production is somewhat understated
in the statistics. The sample includes all returns with a tax
liability before adjustments of $1 million or more and a 10-
percent sample of returns with a tax liability less than $1
million. ‘ ' :

As shown in Figure O, windfall profit tax before adjust-
ments declined from a high of $7.2 billion for.the quarter
ending June 1981 to $1.2 billion for the quarter ending
December 1985. This decline was principally a result of a

decrease in the price of oil. Almost $84billion in taxes be-

fore - adjustments was reported during this period; the
amount after adjustments was nearly $78 billion [43]. The
data in Figure O are not altogether comparable with the
data on windfall profit tax colltections in Figure N because of
the difference between the year in which the tax liability was
‘incurred and the year in which the returns were filed, proc-
essed, and recorded on the IRS Business Master File, and
also because tax in Figure N is after adjustments while tax in
Figure O is before adjustments [44].

Environmental Excise Tax

The Comprehensive Environmental Response, Compen-
sation and Liability Act of 1980 (CERCLA) called for the
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creation of a $1.6 billion Hazardous Substance Response

Fund, commonly referred to as the Superfund. The initial
law, which took effect on April 1, 1981, and expired on
September 30, 1985, imposed an excise tax on the sale or
use of petroleum and 42 chemicals. (The law was reinstated
for 1987.) ‘

In addition to the Superfund, CERCLA established the
Post-closure Liability Trust Fund.- This Fund was financed by
the Hazardous Waste Tax, an excise tax which took effect on
October 1, 1983, and was based on the receipt of hazard-
ous waste at a qualified hazardous waste disp_osal facility.

Figure P shows that for the period from June 1981 to
September 1985, approximately $1.2 billion in environmen-
tal taxes were reported to IRS. Two-thirds of the excise taxes
were derived from the tax on petrochemicals, while 18 and
15 percent, respectively, were derived from the tax on inor-
ganic chemicals and petroleum. Only 1.3 percent was de-
rived from the tax on hazardous waste [45]. The tax rates for
each chemical were formulated so that the tax liability would
reflect the respective percentages in which the substances
were found in the hazardous waste sites [46]. Again, the
data in Figure P are not altogether comparable with the
data in Figure N. Excise tax collections as reported on Form
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720, are entered onto the IRS Business Master File (BMF)
each quarter as the returns are received, regardless of tax
period. Because the interval between the close of the tax
period and the recording of the return onto the BMF often
varies, the BMF totals may represent more than one taxable
period.

Figure P.—Environmental Excise Taxes by Category, Tax
Years 1981-1985

{Millions of dollars]

Tax year Total ! ch’;z::;l s éﬂgﬁ;’:ﬁs Petroleum H:f:"’eous
(1) &) 3 [ (5)
Allyears ................ $1,181.8 $780.6 $208.3 $176.2 $15.6
1981 198.8 131.4 36.2 312 —
1982 ... 2323 153.3 413 376 —
1983 ... 258.8 173.3 44.8 38.7 1.8
1984 ... 280.9 183.3 49.6 39.3 8.7
19854 ... 210.0 139.3 36.4 29.4 5.0

" Includes taxes not allocable to a specific category. For this reason, and also because of
royndun% detail will not add to totals. . .
The Post-closure Liability Trust Fund Tax was levied on hazardous waste received at a
q%allfled hazardous waste disposal facility. This tax did not go into effect until October 1, 1983.
1981 data are for quarters ending June through December 1981.
* 1985 data are for quarters ending March through September 1985.
NOTE: Year-to-year comparability is affected by tax law changes.

Future Plans in the Excise Tax Area

There has been renewed interest in recent years in excise
taxes as a source of expanded revenue to help alleviate the
Nation's budget deficit. Current plans are to continue the
two existing excise tax studies and to mount one or two
major new efforts.

While the environmental excise taxes (as imposed by
CERCLA) on petroleum, chemicals, and hazardous wastes
expired on September 30, 1985, a new Superfund Amend-
ments and Reauthorization Act of 1986 reinstated some of
these taxes. Effective after 1986, taxes on crude oil received
at a U.S. refinery and petroleum products were reimposed
at increased rates. In addition, the tax on taxable chemicals
sold by producers, manufacturers, or importers was reim-
posed at prior rates, except that the tax on xylene was
increased. After 1988, a new tax on certain imported tax-
able substances manufactured or produced from taxable
chemicals will be imposed. Finally, for tax years beginning
after 1986 and before 1992, a corporation is liable for an
environmental excise tax equal to 0.12 percent of “‘the modi-
fied alternative minimum taxable income” in excess of $2
million.

Since the Tax Reform Act of 1986 did not affect the crude
oil windfall profit tax, plans are to continue generating quar-
terly windfall profit tax statistics; however, the data will be
published only once a year in the Statistics of Income Bulle-
tin. The same will be true for statistical studies of environ-
mental excise taxes. Plans are to continue producing
quarterly tabulations which will be summarized once a year
in the Statistics of Income Bulletin.

While current plans do not call for publishing a separate

compendium or providing a special statistical service for
excise taxes, unpublished tables or special tabulations are
available on a cost-reimbursable basis [47].
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Project

Sample size and scope of study

Frequency and content

Private Foundations

Charitable and Split-
Interest Trusts

Nonprofit Charitable
Organizations and
“Other” Tax-Exempt
Organizations (filing
Form 990)

Exempt Organizations’
Unrelated Business
Income

Part | - TAX-EXEMPT ORGANIZATIONS STUDIES

The sample for 1985 is approximately 1,800
returns selected from an estimated popula-
tion of 30,000. The sample will increase in
stages to about 5,000 returns for 1989 se-
lected from an estimated population of about
36,000.

The sample size for 1989 is expected to be
approximately 6,000 returns selected from a
population estimated at approximately
35,000 for both types of trusts.

The stratified sample for 1985 will be approxi-
mately 5,500 returns selected from an esti-
mated population of approximately 100,000.
The sample will be increased to about 8,000
for 1987. For 1988 the sample will be ex-
panded to about 35,000 returns and will rep-
resent all section 501(c) organizations
(estimated at about 280,000 returns).

The sample size will be approximately 5,000
returns selected from a population estimated
at 27,000.

This study is to be conducted
annually and includes tabula-
tions of various data from the
balance sheet and income
statement. The last complete
study was for 1983. The next
study, for 1985, should be
completed by the end of 1988.

This is a periodic study to be
done at least every 3 years.
The next study, planned for Tax
Year 1989, will include primar-
ity balance sheet and income
statement information.

This study is to be conducted
annually beginning with Tax
Year 1985 data. It includes tab-
ulations of balance sheets and
and income statements for
only those organizations clas-
sified as tax-exempt under sec-
tion 501(c)(3) of the Internal
Revenue Code. However, for
Tax Year 1988, the study will be
expanded to include all 501(c)
organizations. The next study,
for 1985, should be completed
in the spring of 1989.

This is planned as an annual
study. The first study, for Tax
Year 1987, will be published in
1989 and will include tabula-
tions of exempt organizations’
unrelated business income
and deductions. Plans are to
link this file with the Form 990
file of organizations tax-exempt
under section 501(c).
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EXHIBIT 1. —Pr’égrams for Selected Domestic Special Studies:
Current and Planned Studies (Continued) '

Project . Sample size and scope of study Frequency and content

Part | - TAX-EXEMPT ORGANIZATIONS STUDIES (Continued)

Private Foundation
Grant-Administrative
Expenses

Farmers’ Cooperatives

Tax-Exempt Private
Activity Bonds

The sample will include approximately 800

private foundation returns for Tax Year 1985
selected from ‘a population. of about 30, OOO

returns.

The sample will include all of the approxi-
mately 6,000 exempt and nonexempt
farmers’ cooperatwe returns .

The sample will include all“of the: approxi-

mately 7,000 information returns for prlvate
activity bond issues filed for 1986. The popu-
lation is expected to increase in 1987 when
information on public-purpose bonds will be

-required for the first time.

This is a one-time study man-
dated by Congress'in the Tax.
Reform Act of 1984 to assess
the impact of current provi-
sions of the Internal Revenue
Code. Results will be provided
to the Office of Tax Analysis for
its report to Congress in 1990.

This is a periodic study
planned for every 3 years. The
next farmers’ cooperative
study is planned for 1992. The
last complete study was for Tax

‘Year 1977, results of the 1977

study will. be published in the
SOI- Exempt Organization
Compendium in the fall, 1988.

This:is an annual study provid-
ing information on industrial
development bonds, private
exempt entity bonds, student
loan bonds, and qualified
mortgage bonds, by industry,
type of property financed, size
of face amount, and State.
Startlng in 1987, information on
public-purpose bonds will also
be available. The next study of

_private activity bonds, for Tax

Year 1986, will be completed in
the spring, 1988. ‘
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EXHIBIT 1.—Programs for Selected Domestic Special Studies:

Current and Planned Studies (Continued)
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Project Sample size and scope of study Frequency and content
Part Il - ESTATE TAX AND WEALTH STUDIES
Estate Tax The 1989 estate study will include a sample Basic data from estate tax re-

Personal Wealth
Estimates

of approximately 18,000 estate returns se-
lected over a 3-year period. The sample for
1986 will be approximately 4,500 returns se-
lected from an estimated population of
62,000; the sample for 1987 will be about
9,500 returns selected from an estimated
population of 35,000 returns; and for 1988, a
sample of 3,500 returns will be selected from
an estimated population of about 35,000 re-
turns.

This study is a by-product of the estate study.
The sample for the 1982 study includes es-
tate tax returns of decedents with year of
death 1982 filed in 1982-1984. The sample
is augmented with returns filed in 1982-1984
for decedents with gross estates of $5 million
or more and decedents under 45 years of
age regardless of year of death.

turns are produced annually
by year in which returns are
filed. This report includes tabu-
lations of gross estate and its
composition, deductions, and
tax, as well as information on
age, sex, and marital status of
decedents. Other statistics will
be available on a year-of-death
basis (approximately every 3
years). The most recent estate
tax data available are for re-
turns filed in 1985. Final data
for returns filed in 1986 will be
available in the summer, 1988.

This is a periodic study done
every 3 or 4 years. It includes
estimates of personal wealth
based on estate tax return
data, using the “estate multi-
plier” technique and both the
filing year and year-of-death
estate data bases. The most
recent data available are
based on returns filed in 1983.
Final personal wealth esti-
mates based on individuals
who died in 1982 will be availa-
ble in the spring, 1988.
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EXHIBIT 1.—Programs for Selected Domestic Special Studies:

“Current and Planned Studies (Continued)

Project

Frequency and content

Intergenerational
Wealth Transfers

Estate Collation

Fiduciary Income Tax

Sample size and scope of study

Part Il - ESTATE TAX AND WEALTH STUDIES (Continued)

The sample includes all estate tax returns
filed between 1916 and 1945. For the post-
1945 studies, the sample will be based on an
artificial filing threshold.

This is a one-time study focus-
ing on the changes in the con-
centration of wealth and on the
intergenerational transfer of
wealth, as well as on the his-
tory of the estate tax. Asset

_ composition, demographic in-

formation, and an analysis of
the beneficiaries of the estates
will be emphasized. Selected
information about wealth con-
centration from the first phase

" of this study (1916-31) was

The sample includes estate returns with yeér
of death 1982 filed in 1982 or 1983 with gross
estate of $1 million or more. '

The sample for the 1989 study of fiduciary
income tax returns will be approximately
1,000 returns.

published in the Spring 1987
issue of the Statistics of Income
Bulletin. Results of the next
phase (1932-45) are planned
for publication in 1989.

This periodic study provides a

means of examining the rela-
tionship between personal in-
come and wealth. Information
from the estate tax return is as-
sociated with income tax re-
turn data. Realized rates. of
return.are produced based on
correlating ‘information from
the estate return with data from
income tax returns. The most

-recent study was for 1982 de-

cedents. The next study is
planned for 1989 decedents.

This study is periodic, covering
data on estate and trust in-
come, deductions, and taxes.
The last complete study was
for Tax Year 1982. The next
study is planned for 1989, to
coincide with the 1989 estate
study.

L
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Project Sample size and scope of study Frequency and content
Part lll - EXCISE TAX STUDIES
Gift Tax The sample for the 1989 study of gift taxes This study is a periodic study

Windfall Profit Tax

Environmental Excise
Tax

will.be approximately 3,000 returns.

The sample for Filing Year 1985 was approxi-
mately 75 returns per quarter, consisting of
all returns with a tax liability of $1 million or
more and a 10-percent sample of all other
returns.

The sample for Filing Year 1985 included all
environmental tax forms filed, or approxi-
mately 400 each quarter.

covering data on the types of
gifts, deductions, and taxes.
The last complete study was
for 1965. The next study is
planned for 1989, to coincide
with the 1989 estate study.

Detailed information is pub-
lished annually on numbers of
barrels of oil, removal value,
adjusted base value, and the
tax, by type and oil “tier” for
first purchasers of oil. The last
complete study was for oil re-
moved in 1985. The next com-
plete study, for oil removed in
1986, will be available in the
spring, 1988.

This study is published annu-
ally and summarizes environ-
mental excise tax data from the
quarter ended June 1981, the
first quarter the tax was in ef-
fect, to the present. It includes
data on environmental taxes
by source and by type of sub-
stance. The most recent study
was for 1985. Another study is
planned for taxes beginning
with 1987 as authorized by the
Superfund Amendments and
Reauthorization Act of 1986.
The next complete study, for
Filing Year 1987 returns, will be
available in the winter, 1988.




Taxation of Social Security and Railroad Retirement Benefits,

1985-1990

By Janet Holtzblatt*

The Treasury Department transfers to the Social Security
and Railroad Retirement Trust Funds income tax collections
derived from the taxation of social security and railroad re-
tirement benefits as required by the Social Security Amend-
ments of 1983 [1]. The 1983 Amendments require that
beginning in January 1984 social security and “tier 1" rail-
road retirement benefits be partially taxable for high-income
taxpayers and the estimates of the tax liability attributable to
these benefits be transferred to the Federal Old Age and
Survivors Insurance (FOASI), Federal Disability insurance
(FDI), and Railroad Retirement Trust Funds [2]. The Amend-
ments require adjustments in the amounts transferred to the
trust funds in the event that the estimates of the tax liability
attributable to the benefits, made before the year’s tax re-
turns become available, are subsequently shown to be in-
correct. The 1985 individual income tax return data for the
required adjustments were obtained in 1987 from the Inter-
nal Revenue Service (IRS) [3].

The amounts transferred to the Social Security Trust
FFunds are calculated as the difference between tax liabilities
with and without the inclusion of benefits in “adjusted gross
income” (AGI) for returns with taxable social security and
tier 1 railroad retirement benefits. A taxpayer adds taxable
wages, interest, dividends, and other taxable income to
one-half of social security and tier 1 railroad retirement ben-
efits plus tax-exempt interest on State and local government
obligations to obtain a sum which is compared to certain
thresholds. The threshold for single taxpayers is $25,000
and for joint returns it is $32,000. A maximum of 50 percent
of the social security and tier 1 railroad retirement benefits
are includable in AGI if a taxpayer's income exceeds the
threshold. For taxpayers with incomes slightly above the
threshold amounts or with relatively large social security
and tier 1 railroad retirement benefits, the percentage of
such benefits includable in AGI is often lower than the 50
percent maximum.,

The initial Calendar Year 1985 transfers of $3,428 million
to the Trust Funds were $12 million higher than the amount
of income tax liability calculated from actual 1985 tax return

data. Transfers to the FDI and Railroad Retirement accounts
were initially overstated by $114 million and $43 million,
respectively. These overpayments were partially offset by an
underpayment to the FOAS! account of $145 million. Cor-
recting adjustments were made in the July 1987 Trust Fund
transfers. Transfers for Calendar Years 1986 through 1990,
including the adjustment for 1985 and an anticipated ad-
justment for 1986, are estimated to be $18,948 million.

METHODOLOGY AND ESTIMATES OF BENEFIT
TAXATION FOR THE INITIAL CALENDAR YEAR 1985
TRUST FUND TRANSFERS

The Treasury Department's Office of Tax Analysis (OTA)
has responsibility for making the transfers of additional in-
come tax liability attributable to the Social Security Amend-
ments of 1983 to the Social Security and Railroad
Retirement Trust Funds. OTA estimated the tax liability ef-
fects of the benefit taxation provision of the Amendments
using the Office's Individual Income Tax Model.

The Individual Income Tax Model contains information
from a stratified random subsample of 75,000 tax returns
selected from the IRS’ Statistics of Income file of sampled
returns, various imputations of data not available from tax
returns, and a tax calculator which computes changes in
tax liabilities attributable to changes in the tax code. Com-
putations based on this model are weighted to produce
results that are representative of the population that filed
returns in the year the sample was selected [4]. The imputa-
tions and the tax calculator are described below, after which
the initial 1985 transfers are discussed.

Imputation of data items not available from tax returns
was necessary to make initial revenue estimates of the addi-
tional tax liability attributable to the taxation of social security
and tier 1 railroad retirement benefits. First, the Individual
Income Tax Model had to be modified to include data on
taxable pension benefits. For example, payable benefits, as
provided by the Social Security Administration and the Rail-
road Retirement Board, had to be distributed among appro-

* Office of Tax Analysis, U.S. Department of the Treasury. Prepared under the direction of Howard W. Nester. This report is a reprint
(edited for the SOI Bulletin) of a report from the Secretary of the Treasury to the Congress, Secretary of Health and Human Services, and
Chairman of the Railroad Retirement Board, required under section 121, Public Law 98-21, the Social Security Amendments of 1983. 23
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priate taxpayers. This distribution was based on the most
recent Current Population Survey data from the Census Bu-
reau [5]. Second, an imputation was made for tax-exempt
interest on State and local government obligations because
it is included in the benefit inclusion formula but was not
reported in IRS statistics [6].

Calculation of the tax liability effect of the new legislation
required forecasts of 1985 revenue when 1983 tax data
were the latest available. Forecasts of tax effects beyond
1983 required that the data items on the Individual Income
Tax Model. be adjusted for three types of growth. First, an
adjustment was made for the forecasted growth in social
security and tier 1 railroad retirement pension benefits pro-
vided by the Social Security Administration and the Railroad
Retirement Board. -

Second, an adjustment was made to capture the matur-
ing of the beneficiary population. The current structure of
the social security system ensures that for the near future
new beneficiaries subject to tax have both greater benefits
and higher incomes than prior entrants. Finally, the thresh-

olds - were adjusted to reflect the: effect of inflation on their '

real value. The thresholds which -trigger taxation of social
security and tier 1 railroad retirement benefits are unad-
justed for inflation, so the real value of the thresholds erode
with some beneficiaries becoming taxable as inflation raises
their incomes over the thresholds.

These imputations and forecasts are inputs to the tax
calculator which utilizes information from each potential fil-
ing unit to calculate each unit's Federal income tax liability.
For purposes of making the initial 1985 transfers, the Indi-
vidual Income Tax Model was used to estimate 1985 tax
liabilities with and then without ‘social security and tier 1

railroad retirement benefits included in AGI. The tax calcula- -

tor takes account of changes'in' itemized deductions which

are affected by AGI (e.g., as AGI increases, it becomes

more difficult to meet the criteria for deducting medical and
casualty expenses), the individual minimum tax, and the
usage of tax credits (the increased liability. resulting from
inclusion of social security benefits in ‘AGI enables some
taxpayers to use credits which otherwise might not be Usa-
ble for that year) [7]. The Tax Model yielded the percentage
of total benefits included in. AGI as a result of the special
benefit inclusion formula, and associated marginal tax rates.

Estimates of the additional tax liability from the partial
taxation of social security benefits for Calendar Year 1985
were made in laté 1984 and were adjustéd as new informa-
‘tion was obtained. Transfers to the Trust Funds are autho-
rized by Treasury Department regulations to be made on a
quarterly basis. The amount of each quarter equals one-
fourth of the estimated change in calendar year tax liability

as a result of the 1983 Amendments (plus adjustments for
prior transfers). The transfers required by the Amendments
are allocated to the following accounts:

* Federal Old Age and Survivors Insurance (FOASI)

¢ Federal Disability Insurance (FDI)

‘s Railroad Retirement (Tier 1):
- Social Security Equivalent Benefit Account (SSEBA)
- Railroad Retirement Account (RRA)

Since October 1984, the tax attributable to receipt of tier 1
railroad retirement benefits has been transferred into two
trust funds maintained by the Railroad Retirement Board.
The Social Security Equivalent Benefit Account (SSEBA)
was established in October 1984 by the Railroad Retirement
Solvency Act of 1983. From the SSEBA, the Railroad Retire-
ment Board pays retired rail -workers the amount of tier 1
railroad retirement benefits which is equivalent to the social
security benefits they would have received had their service
been covered under the social security system rather than.

_the railroad retirement system. The tax liability attributable to

the social security equivalent benefits is transferred into the
SSEBA. The remaining portion of tier 1 benefits is paid from
the Railroad Retirement Account (RRA), and consequently,
the tax liability attributable to this portion is transferred into
the RRA. For 1985, the first full calendar year in which taxes
on the tier 1 railroad retirement benefits were divided be-
tween the two accounts, -84 percent of these benefits were
classified as SSEBA payments, while 16 peroent were clas-
sified as RRA benefits.

Figure A compares the assumptions used to estimate the
initial transfers for Calendar Year 1985 with the actual
results. The top section of the table indicates that for FOASI,
it was initially assumed that 5.3 percent of the $167,877
million of benefits paid out in 1985 would be included in AGI
at a marginal tax rate of 35.3 percent yielding an initial
transfer of $3,133 million. Similar assumptions were used to
obtain the initial estimates of the tax liability associated with
tier 1 railroad retirement benefits: 5.1 percent of the $4,195
million paid out in tier 1 railroad retirement benefits were
included in AGl at a 35.2 percent marginal tax rate, yielding
a $77 million transfer. Relative to retirees, recipients of social
security disability benefits-have lower incomes. As a result,
smaller tax parameters were used in the estimation of the
initial transfer of disability benefits: 3.3 percent of the
$19,072 million in FDI benefits were included at a 34.4
percent marginal tax rate resulting in a transfer of $218
million. The actual results are discussed in the following
section.
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Figure A.—Comparison of Assumptions Used to Estimate
Initial Transfers with Actual Results, Calendar Year 1985

[Amounts in millions]

Initial transfer assumptions '
Benefits includable in
adjusted gross income
Trust funds Totals AGh Initial
benggts Asa Average transfers
pai percentage| marginal
of total tax rates
benefits used
(1) &) 3 4
Total ........... ... .. $191,143 5.1% 35.2%| $3,428
Federal Old Age and
Survivors Insurance .. ... .. 167,877 53 35.3 3,133
Federal Disability insurance . . 19,072 3.3 34.4 218
Railroad Retirement Tier 1 .. .. 4,195 5.1 35.2 77
Actual results ?
Benefits includable in
adjusted gross income
AGI)
Totat
Trust funds beﬁ;ifs Actual
d Asa Average results
pa percentage| marginal
of total tax rates
benefits used
(5) (6) 7 8
Total ................... $190,271 5.2% 34.8%| $3,416
Federal Old Age and
Survivors Insurance . .. .. .. 167,248 56 35.2 3,278
Federal Disability Insurance . . 18,827 2.0 279 104
Railroad Retirement Tier 1 .. . . 4,196 3.0 27.4 34

' The total benefits paid data were estimates provided by the Social Security Administration
and the Railroad Retirement Board; the other data are from the Individual Income Tax Model of
the Office of Tax Analysis.

2 The total benefits paid data are from the Annual Statistical Supplement for 1986
of the Social Security Bulletin and the Railroad Retirement Board; the other data are
from IRS Individual Master File data.

NOTE: Different assumptions were used for each quarterly transfer. Figure A
presents a weighted average of these quarterly transfer assumptions. Details may
not add to totals because of rounding.

Source: U.S. Department of the Treasury, Office of Tax Analysis, July 10, 1987.

ADJUSTMENTS TO TRANSFERS FOR ACTUAL 1985
TAX RETURN INFORMATION

The Social Security Amendments of 1983 require that trans-
fers made on the basis of estimates be subsequently adjusted
when actual tax return data become available. Calculations of
the additional tax liability for Calendar Year 1985 resulting from
partial taxation of social security and railroad retirement bene-
fits were made by the IRS using two sets of forms: 1) All Form
1040 individual income tax returns showing some of these
taxable benefits; and 2) payment forms provided to beneficia-
ries, the Forms 1099-SSA and 1099-RRB, which respectively
inform social security and railroad retirement beneficiaries of
payments potentially includable in AGI. The IRS calculated the
number of tax returns with benefits which might be includable
in AGI, the gross dollar amount of benefits ultimately paid to
beneficiaries who filed tax returns, the amount of benefits in-
cluded in AGI, and the additional taxes resulting from inclu-
sion. Additional taxes resulting from inclusion were obtained
by comparing for all returns the tax liability with and without
social security and railroad retirement benefits in AGI.

The lower section of Figure A shows the additional tax
liability attributable to partial inclusion of social security and

railroad retirement benefits calculated from actual 1985 tax
returns. In 1985, the Social Security Administration and the
Railroad Retirement Board paid out $190,271 million in
FOASI, FDI, and tier 1 railroad retirement benefits, As a
result of the Social Security Amendments of 1983, $9,894
million in benefits were added to AGI for Tax Year 1985. On
the average, these benefits were taxed at a marginal rate of
34.8 percent, yielding $3,416 million in additional reve-
nues. For all Trust Funds, initial transfers exceeded actual
receipts by $12 million. In the aggregate, this compares
favorably with the previous year, when subsequent data on
1984 actuals required a transfer from the Trust Funds of
$157 million back to general revenues in April, 1987.

The aggregate data, however, mask offsetting adjust-
ments among the Trust Funds. While transfers to the FDI
and tier 1 railroad retirement accounts exceeded actual
receipts by $157 million, transfers to the FOASI account fell
short of actual receipts by $145 million. For both the FDI
and tier 1 railroad retirement benefit accounts, the assump-
tions concerning the tax parameters were too high. In the
FDI account, the initial estimates assumed that 3.3 percent
of benefits would be taxable at a marginal rate of 34.4
percent. The actual results showed, instead, that 2.0 per-
cent of benefits were taxable at a marginal rate of 27.9
percent. Similarly, the initial estimates for the tier 1 railroad
retirement benefit accounts overstated the amount of bene-
fits includable in AGI and the applicable marginal tax rate
by 2.1 and 7.8 percentage points, respectively.

In the FOASI account, the initial estimate of the marginal
tax rate again erred on the positive side, though by only 0.1
percentage point. In addition, initial estimates of total bene-
fits paid in 1985 were in excess of the actual amount by
$629 million. But, in contrast to the other accounts, the
proportion of benefits includable in AGI was initially under-
stated by 0.3 percentage points, and the total amount of tax
liabilities transferred consequently fell short by $145 million.

As a result of the reconcifiation of estimated and actual
1985 tax liability, the July 1, 1987 transfer included an up-
ward adjustment in the FOASI account and downward ad-
justments in the FDI and railroad retirement accounts.
These adjustments reflect the changes from the initial trans-
fers and are presented in Figure B.

Figure B.—Adjustments to Trust Funds Based on
Comparison of the Initial Transfers with Actual Results,
Calendar Year 1985

[Amounts in millions}

Initial Change
Trust funds forcalon. | resuis il
dar year transfer
() @ 3

Total .......... ... ......... $3,428 $3,416 -$12
Federal Old Age

and Survivors Insurance ... ...... 3,133 3,278 + 145

Federal Disability Insurance . .. ... ... 218 104 - 114

Railroad Retirement Tier 1 ....... ... 77 34 -43

Source: U.S. Department of Treasury, Office of Tax Analysis, July 10, 1987.
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FORECAST OF TRANSFERS TO TRUST FUNDS FOR
1986-1990

The Social Security Amendments of 1983 required that
the Treasury Department annual report include a forecast
of transfers to the Trust Funds for the next 5 years. The
forecast is produced by OTA using the methodology de-
scribed above. Social security and railroad retirement ben-
efit forecasts are obtained from the respective agencies,
and the percentage of aggregate retirement benefits includ-
able in AG! and marginal tax rates are obtained by extrapo-
lating the Individual Income Tax Model in accordance with
the Administration’s budget forecasts. In addition, the esti-
mates of future transfers reflect the information obtained
from the IRS computation of marginal tax rates and benefits
includable in AGI reported on tax returns for Calendar Year
1985. Downward adjustments have been made in the per-
centages of FDI and tier 1 railroad retirement benefits in-
cludable in AGI for 1987 through 1990 as a result of the
information from actual 1984 and 1985 tax returns (the
amounts estimated for Calendar Year 1986 have already
been transferred).

The estimated transfers for Calendar Years 1986-1990,
including the 1984-and-1985 adjustments -and anticipated
adjustments for 1986, are presented in Figure C. It is ex-
pected that the 1983 Amendments will result in $18,948
million being transferred to the Social Security and Railroad
Retirement Trust Funds in Calendar Years 1986-1990. it
should- be noted that the transfers for Calendar Years
1987-1990 take account of the Tax Reform Act of 1986.
The Tax Reform Act of 1986 lowers the tax liability effect of
the Social Security Amendments of 1983, causing approxi-
mately a $2.0 billion decline over the 1987-1980 period
due to deCreases in marginal tax rates [8]. '

Figure C. Forecast of Net Transfers Due to the Social
Security Amendments of 1983, Calendar Years 1986-1990'

[Amounts in millions]

1986

Total initial Estimated transfers

Trust funds

transfers,’
"' | transfer - :
net transfers ey | aready | 1987 | 1988 | 1089 | 1990
made
1 2 3) ) (5) (6)
Total net'transfers . . . . . $18,948 | $3,656 { $3,123 | $3,572 | $4.019 | $4,578

Federal Old Age and
Survivors Insurance,

nettransfer ... .......
Federal Disability

Insurance, net transfer . . 688 234 -39 49 205 239
Railroad Retirement : .

Tier 1, net transfer . . . .. 178 69 -28 14 58 65

' Transfers for 1985 and 1986 have already been made. The estimates for 1987-1989 include
the impact of the Tax Reform Act of 1986 and expected adjustments. The 1987 data reflect the
adjustment for 1984 actuals (made in the initial April 1987 transfer when data on 1984 actual
receipts became available) and for the 1985 actuals.

Source: U.S. Department of the Treasury, Office of Tax Analysis, July 10, 1987.

NOTES AND REFERENCES

[1] These Amendments call for annual reports by the Sec-
retary of the Treasury on transfers from general revenue
tax collections to the social security and railroad retire-

18,082 | 3,353] 3,190| 3,509 | 3,756 4,274

(2]

(3]

(4]

(5]

(6]

(7]

ment trust funds for each calendar year, as soon as data
from individual income tax returns on income tax liability
are complete. As required by the Amendments, the an-
nual reports also include descriptions of the methodol-
ogy used to effect the transfers and estimates of the
transfers anticipated for the 5 subsequent years.

The “Report on the Taxation of Social Security and Rail-
road Retirement Benefits in Calendar Year 1984 re
leased in March 1987 by the Office of Tax Analysis,
contains a description of the methodology used to esti-
mate and adjust transfers of the 1984 tax liability attribut-
able to receipt of social security and tier 1 railroad
retirement benefits. :

As mentioned below, "tier 1" benefits consist of two
parts (a) benefit equivalent in amount to what a rail
worker would have received if covered under social se-
curity, and (b) certain other benefits. In contrast, “tier 2"
benefits are analogous to those received from private
pension plans.

Reports are filed approximately 1-1/2 years after the
close of the applicable calendar year due to the normal
lags in tax return filing, processing, transcription, and
analysis.

For a detailed description of the Individual Income Tax
Model, see Cilke, James C., Nelson, Susan C., and
Wyscarver, Roy A., “The Tax Reform Data Base,” Pro-
ceedings of the Seventy Ninth Annual Conference, Na-
tional Tax Association-Tax Institute of America, 1986.

U.S. Department of Commerce, Bureau of the Census,
Current Population Survey, March 1983, (Machine
Readable Data File). (The Survey was conducted for the
Bureau of Labor Statistics; the File was produced and
distributed by the Bureau of the Census in 1983)) -

While Form 1040 has a place where taxpayers are
asked to report how much tax-exempt interest on State

‘and local government obligations is included in the so-

cial security (and tier 1 railroad retirement) benefit inclu-
sion calculation, only limited information on it was
tabulated by IRS for 1986 (for the first-time). Beginning
with Tax Year 1987, all taxpayers with tax-exempt interest
are required to report the amount on Forms 1040 or
1040A, as a result of the Tax Reform Act of 1986. Total
tax-exempt interest will then be tabulated by IRS for
Statistics of Income.

The Tax Reform Act of 1986 will have a variety of im-
pacts on the Social Security and Railroad Retirement
Trust Funds. Some of these impacts, like the one re-
ferred to in this report, will reduce trust fund balances,
while other effects, such as the expansion of the income
of self-employed workers subject to payroll taxation, will
increase trust fund balances. No attempt is made here
to quantify all of these impacts.




Foreign Recipients of U.S. Income, and Tax Withheld, 1985

By Margaret P. Lewis*

Total income paid to foreign persons (including individ-
uals, corporations and other organizations) from U.S.
sources increased 2 percent in 1985 to $17.5 billion; at the
same time, U.S. tax withheld on this income fell to $940
million, a 3 percent decrease [1]. U.S. source income in-
cluded such items as interest and dividend payments, rents
and royalties, but not income “effectively connected” with a
‘U.S. trade or business, or interest paid on bank deposits.
The total income figure included $748 million in social secu-
rity and railroad retirement payments which became sub-
ject to tax withholding beginning in 1984 and were included
for the first time in the statistics for 1985. Nearly $80 million
in tax was withheld on these payments in 1985. The de-
crease in total tax withheld resulted partially from the re-
moval of the withholding tax on- most interest payments to
foreign persons when the Deficit Reduction Act of 1984 took
effect in mid-1984. This income is generally still subject to
reporting and therefore, is included in these statistics [2].

U.S. source income paid to residents of the Netherlands
Antilles increased 12 percent in 1985 surpassing the United
Kingdom as the largest recipient of this income. Residents
of the Netherlands Antilles received 18 percent ($3.1 billion)
of the total $17.5 billion of U.S. source income paid to for-
eign persons, while income paid to residents of the United
Kingdom fell by $257 million to $2.8 billion, an 8 percent
decrease.

BACKGROUND

A U.S. individual or organization paying income to a for-
eign individual (who, for tax purposes, was not a resident or
citizen of the United States) or to a corporation or other
organization that was not incorporated or organized in the
United States reported this income and the U.S. tax with-
held on Form 1042S, Foreign Persons’ U.S. Source Income
Subject to Withholding. While the basic tax rate was 30
percent, certain types of income were taxed at lower rates.
Moreover, income paid to residents of countries that entered
into tax treaty agreements with the United States was also
usually taxed at lower rates. The tax withheld represented
final payment of the actual tax liability in most instances; the

foreign recipients did not file a U.S. income tax return be-
cause their tax liability had thus been satisfied at its source.
The responsibility for withholding this tax belonged to the
payer or a representative of the payer (usually a financial insti-
tution). Income connected with a foreign recipient’s U.S. trade
or business was exempt from such withholding. The United
States taxed this income separately, the same as though it
were received by a U.S. citizen or corporation. Amounts of
such “effectively connected” income are not included in the
statistics for U.S. source income presented here.

U.S. source income was taxed at a flat rate (generally 30
percent) rather than being subject to graduated tax rates as
was the income of U.S. individuals and organizations (and
“effectively connected” income of foreign persons). Be-
cause most foreign persons receiving income from U.S.
sources were not required to file U.S. income tax returns
(which would require that they consolidate all of their U.S.
income), the flat rate provided for equitable taxation in situa-
tions where foreign individuals or organizations received
income from more than one U.S. source.

RECENT LEGISLATION AND ITS IMPACT

The Deficit Reduction Act of 1984 removed the U.S. with-
holding tax on most interest payments made to foreigners.
This exemption was effective for all qualified debt issues
made after July 18, 1984 [3]. The Act was intended to re-
duce U.S. borrowing through tax haven countries (which
are discussed later in this article) and to encourage U.S.
corporations to borrow foreign funds through direct Euro-
bond placements [4]. The interest paid on these new issues
was exempted from tax withholding regardless of the recipi-
ent’s country of residence.

The Social Security Amendment Act of 1983 required
U.S. tax withholding on certain benefits paid to foreign per-
sons beginning in 1984, At the same time, the Railroad
Retirement Act of 1937 was also revised to require withhold-
ing on certain payments to foreigners. Aimost $80 million in
taxes was withheld in 1985 on social security and railroad
retirement payments of $748 million.

.~ Foreign Returns Analysis Section. Prepared under the direction of James Hobbs, Chief. 27
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DATA HIGHLIGHTS AND TRENDS

As previously mentioned, U.S. source income paid to
foreigners totaled $17.5 billion in 1985, a 2-percent increase
over 1984. By contrast, U.S. source income paid jumped 57
percent in 1984, an increase largely attributable to contin-
ued high U.S. interest rates and the exemption from tax
withholding of interest paid on.debt issued after July 18,
1984. Interest paid in 1984 rose by 70 percent over 1983,
and dropped only 2 percentage points in 1985, The 2-
percent increase in total U.S. source income paid in 1985
reflected continued high interest payments (dropping only
slightly from the record 1984 level with a slowing down of
new debt issues) and a significant drop in direct foreign
investment in the United States, affecting dividends, rents
and royalties'and other types of income [5].

The average income payment fell by 14 percent in 1985,
to less than $19,000, which was indicated by a 2 percent
increase in total income paid and an almost 20 percent
increase in the number of Forms 10428 filed which grew to
nearly 934,000 forms for 1985. The increase in the number
of forms filed was due in large part to the inclusion of social

~security and railroad retirement payments to foreign_per-
sons. These payments, while large in number, were com-
paratively small in size and, therefore, led to a decrease in
the average payment. ’

The average amount of tax withheld per payment fell by
19 percent to $1,000, which again reflected the large num-
ber of social security and railroad retirement payments with
small amounts of tax withheld. The average effective tax rate
(tax withheld as a percentage of total income paid by U.S.
sources to foreign recipients) for all countries for 1985 fell to
5.4 percent, only a small change from the effective tax rate
of 5.7 percent in 1984 (the reasons for this low tax rate, as
compared to the 30 percent basic tax rate, are discussed
below under “Tax Withheld and Effective Tax Rates by
Country”). ' '

TYPES OF INCOME

The proportion of total U.S. source income ‘paid to for-
eign pérsons that was attributable to interest payments fell
slightly in 1985. Interest payments totaling nearly $10 billion
accounted for 56 percent of income paid in 1985 (a de-
crease of 3 percentage points from 1984), while dividends
totaling just over $5 billion represented 29 percent of in-
come paid in 1985 (a 4 percentage-point drop from 1984).
Again, these percentage décreases reflected the inclusion
of social security and railroad retirement payments which
accounted for 4 percent of all 1985 income paid. Without
the additional social security and railroad retirement pay-
ments, the above percentages for interest and dividends
would have been only slightly changed from 1984.

Tax of $193 million was withheld on interest payments to
foreign persons in 1985. As Figure A shows, this repre-
sented only 21 percent of the total tax withheld, although
interést payments represented more than half ‘of all U.S.
source income. By contrast, dividends (which are rarely
exempt from the withholding tax) accounted for 60 percent
of total tax withheld but represented less than 30 percent of
all income paid. [Figure A shows the percentage of total
income paid and the percentage of total tax withheld for
several income types.] '

During periods of high U.S. interest rates (and relatively
low foreign interest rates), foreign persons tend to take ad-
vantage of these rates by increasing their lending to- the
United States. The Eurobond rate is-based primarily on U.S.
interest rates and thus these affect the Eurobond issues
which are a major source of foreign lending to the United
States. Figures B and C show the relationship between the
U.S. prime interest rate, the Eurodollar rate, and the amount
of interest paid. Figure B charts the interrelationship of these
factors for the 10-year period 1976 through 1985 [6].

The amount of interest paid appears to be influenced by thé
prime rate and the Eurodollar rate, in addition to other influenc-
ing factors such as the removal of withholding on-most interest
payments to foreigners due to the Deficit Reduction Act of
1984 (discussed elsewhere in this article). However, this influ-
ence can sometimes appear after a' 2-3-year lag period. Thus,
the sharp rise in the prime rate which peaked in 1981 is re-
flected in-a sharp increase (60 percent) in interest paid in 1984.
This lag may reflect the various pay schedules corporations
may arrange for their outstanding debt.

‘Figure C, which examines this interrelationship more
closely, shows that the percentage changes year-to-year in
the amount of interest paid are again affected by the pattern

“of changes in the U.S. prime interest rate and the Eurodollar

rate.

Interest payments constituted the largest cétegory of US.
source income paid to all types of foreign recipients in

'seven of the nine countries shown in Figure D-(which in-

cludes only those countries whose residents received a total
of more than $700 million in U.S. source income). The two
exceptions were the United Kingdom and France, both of
which received more U.S. sour¢e income in the form of
dividends than interest. - - IR

As in past years, the six non-tax-haven countries shown
in Figure D received a greater portion of rents and royalties
(9 percent average) than the Netheriands Antilles, the Neth-
erlands, and Switzerland (3.7 percent average), all of which
may be considered tax havens to'some degree (see the
section entitled “Tax Haven Countries”). In contrast, rents
and royalties accounted for 26 and 11 percent of all income
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FigureA B .
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paid to France and Japan, respectively, both non-tax-haven
countries. More than half of all rents and royalties paid by
U.S. sources to foreign recipients in 1985 were industrial
royalties (such as royalties for the use of, or the privilege of
using, trademarks, patents, secret processes and formulas,
goodwill, franchises, and similar rights.) These types of pay-
ments are made primarily to industrial countries whereas
tax havens generally have a narrow industrial base. Switzer-
land and the Netherlands are unusual in that they are tax
haven countries with more diversified economies. U.S. cor-
porations in some cases may use tax haven countries to set
up foreign companies to which they sell or license the use of
their patents, trademarks, secret processes and formulas,
goodwill, franchises, and other rights. These companies, in
turn, license the use of these patents, trademarks, and the
like, back to the originating company and others - resulting

Percentage of Total mgome Pald %and‘ ‘ ‘otal *Tax

et

in rents, royalties, and license fees paid to tax haven coun-
tries.

The data on Belgium may be somewhat misleading
since Belgium nominees once again received large interest
payments. Therefore, the final recipients of these payments
may not be Belgian residents.

As previously mentioned, certain social security and rail-
road retirement payments to foreign persons became sub-
ject to tax withholding beginning in 1984. The first statistics
on these were available for 1985. Over 300,000 social secu-
rity and railroad retirement payments were made to foreign
individuals in 1985 amounting to $748 million of U.S. source
income on which almost $80 million of tax was withheld,
resulting in an effective tax rate of 11 percent. Social security
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U.S. interest paid to
foreign persons

— J.S. prime interest rate
= = = Eurodoliar rate

payments accounted for more than 95 percent of this $748
million. Almost 70 percent of this income was paid to indi-
viduals in Canada, Europe, and Mexico. As Figure E shows,
Canadians and Mexicans were the principal recipients of
such income since many residents of these U.S. border
countries worked in the United States at one time or an-
other.

COUNTRY OF RECIPIENT

As Figure F shows, recipients in nine countries ac-
counted for 85 percent of all U.S. source income paid to
foreigners in 1985. As in 1984, Canada, Japan, the' Nether-
lands, the Netherlands Antilles, Switzerland and the United
Kingdom received more than $1 billion a piece in US.
source income. Only four of the nine countries showed in-

creased totals for 1985 (led by Japan, up 32 percent). The
Netherlands, down 40 percent, experienced the largest
drop in U.S. source income of those countries shown.

Total tax withheld on U.S. source income paid to foreign
recipients in 1985 fell in six of the countries shown in Figure
G (the countries shown in Figure G are the same as those
shown in Figure F). Canada and Belgium both received a
larger percentage of income that was exempt from with-
holding in 1985 than in 1984, thus resulting in the large
discrepancy in percentage changes in income paid and tax
withheld shown in Figure G. West Germany, in contrast,
received less income that was exempt from tax withholding
in 1985 than in 1984 thus resulting in an increase in tax
withheld with a decrease in income paid. Referring back to
Figure F, the Netherlands Antilles had the largest discrep-
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ancy between percentage of income paid and percentage
of tax withheld, 16 percentage points although tax withheld
rose at a faster rate than income paid to Netherlands Anti-
lles recipients.

TAX WITHHELD AND EFFECTIVE TAX RATES BY
COUNTRY

Partly because the Deficit Reduction Act of 1984 ex-
empted most types of interest from withholding tax, the
overall effective tax rate on U.S. source income paid to for-
eign persons fell from 5.7 percent in 1984 to 5.4 percent in
1985. The addition of social security and railroad retirement
payments prevented this rate from falling further to 5.1 per-
cent. The overall effective tax rate is much lower than the
basic U.S. withholding tax rate of 30 percent for a number of

1980

1982 1983 1984 ' 1985
!

1981

reasons. First, tax treaties allow for lower tax rates on certain
types of payments made to residents of certain countries.
Second, as mentioned previously, the 1984 Act exempted
most types of interest from withholding tax. Third, U.S. in-
come paid to foreign government organizations is generally
not taxed. Fourth, most U.S. income paid to foreign private
foundations is taxed at only a 4-percent rate. Finally, the
statutory rate for social security and railroad retirement pay-
ments is 15 percent. These factors result in considerable
variation among countries in the effective U.S. withholding
tax rate (tax withheld as a percentage of total income paid).

Figure H ranks the 13 countries with the lowest effective
U.S. withholding tax rates in 1985. The United Arab Emir-
ates had the lowest rate, 0.07 percent, compared to the
average for all countries of 5.37 percent. Tax withheld by




32 Foreign Recipients of U.S. Income, 1985

All Countries

: i
000000
OO0
).0.0.0.0.0.0.0.0.‘

SRR




Foreign Recipients of U.S. Income, 1985 33

Figure E PRI

_ Percentag

Canada
$161 Million

OB
£ 50505
'.030:0:&’0’0’9‘0’o‘0:0’0'0'0’0’0‘0’0’0’0’0’0’0’0
KR UABEII XA

oo e atole
RN
X

2% 0.0}‘0.?.?‘

$85 Million

Other Countries
$186 Million
24.8%

'P'Hii‘i'p‘pyi’nes
:$69 Million
59.2%

foreign governments and foreign withholding agents is not
included in this figure (except for Canada) because such tax
cannot be properly attributed to income for a particular year
(as is discussed in the “Data Sources and Limitations” sec-
tion). This tax is, however, shown in Table 1. Only countries
receiving at least 100 payments and $1 million or more of
U.S. source income were considered for this ranking.

Newcomers to this list for 1985 were New Zealand, Malta,
the Cayman lIslands and Puerto Rico. New Zealand and
Malta are treaty countries that receive the benefits of re-
duced tax withholding rates. While Puerto Rico and the
Cayman Islands are not treaty countries, more than 80 per-
cent of the U.S. source income paid to residents of these
two countries was interest and thus generally exempt from
tax withholding under the Deficit Reduction Act of 1984. In
fact, of the 13 countries shown in Figure H, interest pay-

ments represented 80 percent or more of all payments for 8
of these countries. Only Canada, Egypt, Malta, the Nether-
lands, and New Zealand received less than 80 percent of
U.S. source income as interest payments.

TAX TREATY COUNTRIES

In order to avoid double taxation of income earned in one
country by “residents” of another, the United States has
negotiated tax treaties with many countries that reduce the
withholding rates in both countries [7]. Presumably any
losses in withholding-tax revenue resuiting from tax treaties
are at least partly offset by a reduction in the foreign tax
credits against U.S. income tax claimed by U.S. individuals
and corporations. In other words, reciprocal tax treaties
generally provide for a reduced withholding rate for U.S.
recipients of foreign income and for foreign recipients of
U.S. income. Since U.S. individuals and corporations con-
sequently have less foreign tax withheld, this either reduces
their excess foreign tax credit or raises their U.S. tax liability.

Figure | compares the effective tax rates on payments to
recipients in treaty countries (5.1 percent) with those in non-
treaty countries (7.8 percent). There is little difference be-
tween the effective tax rate for all countries and that for
treaty countries since almost 90 percent of all U.S. source
income was paid to residents of treaty countries. Also, the
exemption of interest from the withholding tax helped to
lower the overall effective tax rate for both treaty and non-
treaty countries. Table 1 lists many of the tax treaty and
nontreaty countries and provides comparative data on in-
come paid and tax withheld.

Residents in tax treaty countries typically enjoyed lower
U.S. withholding tax rates than those for recipients in other
countries. When U.S. source income was paid to a foreign
nominee or fiduciary on behalf of a person not entitled to
the treaty benefit, the full 30-percent U.S. tax should have
been imposed. In some cases U.S. treaty partners collected
the additional amounts on behalf of the United States (as
listed in Table 1, column 7). These amounts are not included
in the tax withheld data cited in Figure | and elsewhere in
this article (for reasons explained in the “Data Sources and
Limitations” section).

Although tax treaties between the United States and vari-
ous foreign countries are intended to benefit U.S. residents
and those residents of the treaty country only, others could
benefit indirectly by investing through a treaty country.
Some tax treaty countries were also considered tax havens
due to favorable tax and secrecy laws (discussed in the
section on tax havens below). The most notable of these tax
treaty/tax haven countries is the Netherlands Antilles, a U.S.
treaty partner for the past 30 years.

For a number of years, the Netherlands Antilles has
served as the major conduit for placements of Eurobond
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Figure G.—Percentage Increase in Income Paid to and Tax
Withheld from Recipients in Selected Countries, 1984 to
1985

Percentage Percentage

Country increase in increase in

income paid tax withheld

Japan ..o 32% 24%
Netherlands Antilles . ................... .. 12 22
Canada..................... .. ......... 12 -22
Belgium ........ ... ... ... 6 -45
WestGermany .................. ... .. .... -3 35
UnitedKingdom . ......................... -8 -4
Switzerland ... .. ... .o -13 -3
France .................. ... ... . ... . ... -14 -1
Netherlands ............ ... ... ... ... ... -40 ~-37

Figure H.—Ranking of Countries by Effective U.S. Tax
Rates, 1985

[Thousands of dollars]

Total Tax Effective
Country income withheld lal:'rséte
(1) ) ]
Allcountries’ ... ... $17,501,189 $940,094 5.37%
United Arab Emirates .. ... .............. ... 269,038 201 0.07
SaudiArabia . ... o 202,821 1,369 0.68
Netherlands Antilles . ...................... 3,147,132 22,906 0.73
Belgium . ... ... ... 878,966 9,221 1.05
SINGAPOIE . . .o 93,378 1,194 1.28
New Zealand ............................ 31,373 586 1.87
Malta.......... . ... .. . 1,385 31 223
Trinidadand Tobago . .................. PN 11,671 296 2.53
Netherlands . ............................ 1,158,252 41,784 3.61
Caymanislands . ............. ... .. ... .. 90,776 3,413 3.76
EQYPt v 3,678 149 4.05
PuertoRico . ....... ... 6,805 323 474
Canada..........cooiiii i 2,032,458 97,650 4.80
Othercountries’ ... ........... .. ....... ... 11,605,914 858,621 7.40

1 Includes all other countries not listed, regardiess of number of payments or amount of income paid.

Figure |.—Total Income, Tax Withheld and Effective U.S.
Tax Rate for Treaty and Nontreaty Countries, 1985

[Thousands of dollars]

Treaty ) Total Tax E"Slcs'i“'e

status income withheld tax rate
1) &) [©]

Allcountries ........ ... $17,501,189 $940,094 5.4%
Treatycountries .......... ... ... ... ...... 15,582,787 790,540 5.1
Nontreaty countries . ...................... 1,918,403 149,554 78

issues and other foreign borrowing by U.S. corporations.
U.S. companies set up financial affiiates in the Antilles
through which they can borrow large amounts of foreign
monies. The interest, which is exempt from U.S. tax with-
holding under the United States-Netherlands Antilles treaty,
is then paid to the financial affiliates in the Antilles by the
U.S. corporations (which claim the interest paid as deduc-
tions on their Federal income tax returns). The financial affili-
ates, in turn, receive the interest as income. However, when
this income is distributed to foreign investors there is no
withholding tax imposed by the Government of the Nether-
lands Antilles.

Although the Deficit Reduction Act of 1984 exempted
most interest payments from withholding tax in an attempt to
reduce such borrowing through tax haven countries, as of

July 1987 there remained over $30 billion of outstanding
Eurobond issues made through the Netherlands Antilles
before July 18, 1984, the effective date of this portion of the
Act [8].

The United States-Netherlands Antilles tax treaty has
been undergoing renegotiations for a number of years. In
June of 1987, negotiations with the Government of the Neth-
erlands Antilles broke down and on June 29, 1987, U.S.
Treasury officials unconditionally cancelled the United
States-Netherlands Antilles tax treaty effective January 1,
1988. This created turmoil in the Eurobond market. Most of
the estimated $30 billion of outstanding Eurobond issues
carry a high interest rate since interest rates prior to 1984
were much higher than today. These bonds also generally
provide that the issuing corporations may call in the bonds
should their tax treatment ever change due to a revision in
the United States-Netherlands Antilles treaty. The treaty can-
cellation suddenly caused issuing corporations to be sub-
ject to a 30-percent withholding tax which in turn triggered
the use of recall options. The corporations could call the
outstanding bonds at par value and replace them with new
issues at significantly lower interest rates. While the savings
for the issuing corporations may have been significant, in-
vestors in these Eurobonds stood to lose hundreds of mil-
lions of dollars in interest. Because of the high interest rates
on these outstanding bonds, they had been trading at a
premium whereas, after the Treasury announcement the
bond values began to drop as foreign investors lost confi-
dence in U.S. bond issues because of fluctuating tax policy.

In order to calm the markets, U.S. Treasury officials in-
formed the Dutch authorities on July 10, 1987, that it would
modify the termination of the United States-Netherlands
Antilles treaty, preserving the exemption of interest paid to
Netherlands Antilles recipients from U.S. withholding tax.
Treasury officials will continue to look for ways to close loop-
holes to prevent tax evasion without affecting the legitimate
foreign investors in Eurobonds.

TAX HAVEN COUNTRIES

Tax havens are generally considered to be countries hav-
ing tax and secrecy laws favorable to foreign individuals and
organizations. They attempt to attract foreign investors by
offering lower taxation than that imposed by the investor’s
own country or by other foreign countries. The tax haven
country typically benefits by collecting certain fees or by
imposing taxes at a low rate. Tax haven countries tend to
have the following characteristics:

* Low or zero withholding tax on most payments from
the tax haven country to foreign individuals and organi-
zations,

* Low or zero effective income tax rates for foreign indi-
viduals and organizations operating within the tax ha-
ven country, and
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* Secrecy laws to prevent foreign governments from ob-
taining financial information about their own citizens
and organizations.

Low or zero withholding tax rates are primarily designed
to attract foreign individuals and corporations to invest
through the tax haven, rather than to provide a tax benefit to
the residents of the country, although a number of tax haven
countries have low tax rates in an effort to attract real pro-
ductive investment into the country, as well as financial in-
vestment.

In addition to tax haven countries, almost any treaty
country can be an attractive conduit for third country resi-
dents to invest in the United States with little or no tax with-
holding. All treaties are subject to abuse by these third
country parties and therefore, new treaties with all countries
now generally exempt income from U.S. tax withholding
only if the tax haven country gives no benefits or tax reduc-
tions to the recipients of such income. These treaties also
deny exemption to any corporations that are 10 percent or
. more owned by residents of any country other than the
‘treaty country. This is to prevent income tax avoidance by

U.S. corporatioris or persons not entitled to treaty benefits
who funnel-U.S. source income through the treaty countries
with little or no tax liability:

Tax haven countries received a disproportionately large
amount of interest payments as shown in Figure J [9]. More
than 72 percent of the U.S. source income paid to residents
of tax haven countries was in‘the form of interest. Dividends
also accounted for.over 21 peroent of the income pald to
residents of tax havens.

TYPE OF RECIPIENT’

Corporations received 72 percent of all U.S. source in-
come paid to foreign persons in 1985, while the percentage
of tax withheld on corporations was a comparatively low 58
percent of all tax withheld. One reason for this large differ-
ence Wwas that direct investment dividends were subject to a
lower tax rate under tax treaties than were portfolio divi-
dends. In contrast, the percentage of tax withheld on pay-

ments to the next two largest classes of income recipients,’

individuals and nominees and fiduciaries, (21 and 10 per-
cent, respectively), was disproportionately large relative to
the income they received, (10 and-5. percent respectively):
Figure K shows the distribution of “income received and tax
withheld by various types of income for the various catego-
ries of foreign recipients.

This discrepancy is reflected in the effective U.S. with-
holding tax rate for corporations of 4.4 percent, which com-
pares to the effective tax rate of 8 percent for non-corporate
recipients. The effective tax rate for corporations has shown
a steady decline since 1979 (when the rate was 9.2 percent)
as a result of a steady increase in interest payments, caused
by increasing U.S. interest rates, to foreign corporations

which were generally subject to low or zero withholding tax
rates.

Government, international and foreign tax-exempt orga-
nizations received 1 percent of total U.S. source income
paid to foreign persons yet accounted for only 0.2 percent

of the total tax withheld in 1985 because more than 87
percent of U.S. source income paid to these ‘organizations

was exempt from the U.S. withholding tax {10].

Foreign governments received the largest average pay-
ment of U.S. source income ($360,274) reflecting large in-
terest and dividend payments from their investment in the
United States. By comparison, the average payment to cor-
porations was $223,185, while individuals received by far
the smallest average payment, $2,409.

Unlike the outcome in past years, in 1985 corporations
were the only recipients to receive more interest than any
other type of income. Nominees and fiduciaries; and gov-
ernment, international, and tax-exempt organizations, re-
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ceived more dividends while partnerships and private foun-
dations received more rents and royalties. Individuals re-
ceived primarily “other” types of income, including 100
percent of all social security and railroad retirement income
and over 80 percent of all personal service income [11]. For
every type of recipient except individuals, tax withheld on
dividends far exceeded tax withheld on any other income

type.
SUMMARY

U.S. source income paid to foreign persons in 1985 to-
taled $17.5 billion, surpassing the previous year's record
high of $17.1 billion. Partly because the Deficit Reduction
Act of 1984 exempted most interest payments from with-
holding tax, tax withheld on U.S. source income fell from
$970 million in 1984 to $940 million in 1985.

Withholding on social security and railroad retirement
payments to foreigners, first tabulated for 1985, accounted
for nearly $750 million of U.S. source income paid and
contributed to an almost 20 percent increase in the number
of Forms 1042S filed. ‘ '

source income paid to foreign persons in 1985 accounting
for 56 percent of the total. The principal recipients of U.S.
source income were foreign corporations which received
72 percent (or $12.7 billion) of all such income paid in 1985,
Foreign governments continued to receive the largest aver-

age payments ($360,274), while individuals received the .

smallest ($2,409).

Residents of nine countries accounted for 85 percent of
all U.S. source income received in 1985. The Netherlands
Antilles was once again, the largest recipient, receiving $3.1
billion of U.S. source income in 1985.

DATA SOURCES AND LIMITATIONS

Payers of most U.S. income to foreign persons must with-
hold tax in accordance with the Internal Revenue Code.
Form 1042S, Foreign Persons’ U.S. Source Income Subiject
to Withholding, is filed by the payer to report this income
and the U.S. tax withheld. Often a financial institution acts as
the payer’'s withholding agent.

_ The statistics in this article were tabulated by calendar
year, based on all Forms 1042S filed with the IRS for 1985.
The amounts shown in the tables and figures represent the
income that was paid and the U.S. tax that was withheld in
1985, except for U.S. tax withheld by foreign governments
and withholding agents (which reflects the amount of tax
remitted to the United States under treaty agreements dur-
ing 1985). This additional tax cannot be properly attributed
to specific income types and years. For this reason, tax

Interest pe{ymehts were the largest category of U.S.”

withheld amounts and percentages shown in Table 2 and
Figures A, F-| and K do not include tax withheld by foreign
governments and foreign withholding agents (except for
Canada, which remits its payments during the same calen-
dar year that the U.S. income is paid).

Income that is “effectively connected” with a foreign per-
son's U.S. trade or business is not subject to tax withhold-
ing, and is therefore generally not included in these
statistics [12, 13]. This category of income was subject to the
same graduated tax rates and methods of payment as the
income of U.S. individuals and corporations.

Since all Forms 10428 are included in the statistics, the
data are not subject to sampling error. However, the data
are subject to nonsampling error such as computer data
entry errors and minor taxpayer reporting errors. Forms
10428 with income greater than $1 million were manually
verified. A limited computerized program was used to test
the data for certain basic numerical relationships, including
the calculation of the correct tax withheld.

EXPLANATION OF SELECTED TERMS

Foreign Person.—For purposes of this article, a foreign
person is an individual whose residence (for tax purposes)
is not within the United States and who is not a U.S. citizen.
Corporations and other organizations created or organized
outside the United States are also considered foreign per-
sons. Persons residing in U.S. possessions and Puerto Rico
are also considered foreign persons for purposes of with-
holding.

Income Effectively Connected With a Trade or Busi-
ness.—Income thatis “effectively connected” with the con-
duct of a trade or business in the United States is exempt
from tax withholding. This income is subject to substantially
the same tax rates that apply to U.S. citizens, residents, and
corporations. When a foreign corporation has a business
operation in the United States, it must file a Form 1120F and
pay appropriate taxes on the income of this operation.
When this income is then remitted by the domestic branch
to the foreign corporation it is generally not subject to U.S.
tax [14]. In all but rare (and indeterminable) circumstances,
these amounts are not included in these statistics.

Nominee and Fiduciary.—An entity chosen or ap-
pointed to accept income for, or act on behalf of, the even-
tual recipient of the income. Typically a financial institution
acts as a nominee or fiduciary.

Resident (of a jurisdiction other than the United States). —A
resident is a foreign “person” as described above.

Withholding Agent.—Any person (incividual, corpora-
tion, partnership, estate, or trust) required to withhold tax.
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Usually the withholding agent is the payer of the income or
a “person” (usually a financial institution) acting on behalf of
the payer. A foreign nominee or fiduciary required to with-
hold additional tax under a tax treaty is also a withholding
agent. Foreign governments may also act as withholding
agents by withholding additional taxes on persons who are
not entitled to the treaty rates.
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U.S. trade or business. See the “Explanation of Se-
lected Terms” section of this article. For a further dis-
cussion of U.S. source income, see U.S. Department
of the Treasury, Internal Revenue Service, Publication
515, Withholding of Tax on Nonresident Aliens and
Foreign Corporations, Novernber 1985.

For Forms 1042S reporting requirements, see IRS
Publication 515, op.cit.

For a further discussion of the 1984 Act, see Lewis,
Margaret P, “Foreign Recipients of U.S. Income, and
Tax Withheld, 1984”, Statistics of Income Bulletin, Fall
1986, Vol. 6, No. 2, pp. 61-62.

Eurobond placements are U.S. corporate bonds
placed in foreign markets that are denominated and
sold in dollars and that also yield dollar interest.

U.S. Bureau of Economic Analysis, Survey of Current
Business, June 1986.

Board of Governors of Federal Reserve System, Fed-
eral Reserve Bulletin, monthly, and Annual Statistical
Digest.

For a list of specific tax treaty countries and their ap-

(8]

(9]

[10]

[11]

(12]

(13]

[14]

propriate withholding rates, see IRS Publication 515,
op.cit.

Figures compiled by Salomon Brothers Inc. and re-
ported in the Wall Street Journal, June 30, 1987, p. 7.

For a complete list of tax haven countries used in this
figure, see Senate Report 99-130, Crime and Se-
crecy: The Use of Offshore Banks and Companies,
Report by the Permanent Subcommittee on Investiga-
tions of the Committee on Governmental Affairs, U.S.
Senate., August 28, 1985, pp. 33 and 34.

Foreign tax-exempt organizations are those corpora-
tions that would be tax-exempt under U.S. law despite
the fact that they are incorporated in a foreign country.
The tax exemption applies only to income effectively
connected with a U.S. trade or business, however, tax-
exempt organizations may be taxed on “unrelated
business income.” See IRS Publication 515, op.cit.

Business services are generally not included in these
data since they are assumed to be “effectively con-
nected” with a U.S. trade or business and, therefore,
are not subject to withholding tax. See also “Data
Sources and Limitations” and “Explanation of Se-
lected Terms” for further clarification.

Data for foreign corporations with “effectively con-
nected” income derived from U.S. sources are pre-
sented, for 1983, in the Statistics of Income Bulletin,
Summer 1987, Volume 7, Number 1 and for 1979-
1982 in Statistics of Income—1979-1983, Compen-
dium of Studies of International Income and Taxes.

IRS Publication 515, op.cit., contains additional infor-
mation about income paid to, and tax withheld on,
foreign persons.

For further information on foreign corporations with
effectively connected income, see Hobbs, James R,
“Foreign Investment and Activity in the United States
by Corporations, 1983, Statistics of Income Bulletin,
Summer 1987, Volume 7, Number 1, pp. 53-68.
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Table 1.—Forms 1042S: Number of Returns, Total Income Paid, Tax Withheld, by Selected Treaty and Nontreéty Countries

[Money amounts are in thousands of dollars]

Income paid ’ Tax withheld
Country or Number of . By domestic By foreign government
geographic area Forms 1042S Total ?ﬁ:;f;;z;" 3:":’45%:‘09 Total . wi?;:rlﬂng and :iglg:gding
(1) ] (3 ) 4) 5) [ )
Total ........coiiiiiiinnnnnnn 933,512 $17,501,189 $9,936,663 $7,564,526 $1,041,722 $940,094 '$101,628
Treaty countries,

total ... it 719,183 15,582,787 8,718,327 6,864,460 892,168 790,540 101,628
Austratia . . 15,713 . 92,799 30,590 62,209 8,874 8,874 -
Austria .. .. 3,901 37,006 24,768 12,238 3,533 2,019 1,514
Belgium . .. 10,948 878,966 819,287 59,679 9,221 9.221 —
Canada . . .. 305,758 2,032,458 1,227,972 804,486 97,650 97,650 —
Denmark . 3,044 18,456 9,222 9,234 1,273 1,272 1
Egypt ... . 452 3,678 " 2,947 731 149 149 —
Finland ........... ... ... ... ... 1,157 32,563 8,562 24,001 1,679 1,679 —
France 19,439 703,754 186,293 517,461 54,569 53,689 N 880
Greece 14,962 37,929 5,076 32.853 5,326 5326 —
Ireland 8,051 25,577 5,883 19,694 2,925 2925 —
taly ... 34,320 161,685 45221 116,464 : 19,304 19,304 —
Jamaica ... 1,820 5574 722 4,852 679 679 —
Japan ... ' 16,657 1,840,381 348,091 - 1,492,290 161,185 161,185 —
Luxembourg .. ................. ... 2,505 . 107441 : 68,598 38,843 8,837 8,837 —
Netherlands T 9,084 1,158,252 743,378 414,874 : 41,962° 41,784 178
Netherlands Antilles . ... ...-........ 3,022 . 3,147,131 2,975,333 171,798 22906 22,906 —
New Zealand : . 2,054 31,373 26,673 4,700 586 586 - —
Norway ................ A 6,243 24,161 9615 14,546 2,256 2,256 —
Philippines ....................... 30,681 75999 2,574 73,425 11,394 11,394 —
Poland ... .. SN o 2,830 11,956 2,469 9,487 1,404 . .1,404 B

. South-Africa ...................... 2,432 5173 - 558 - o 4615 K 1,282 1,282 -
Sweden ... O 8,358 86,667 15,554 71,113 7.784 7,784 —
Switzerland : ... - 21,683 i 1,268,858 373.243 895615 195,043 98,322 96,721

. Trinidad and Tobago . - o 767 11,671 © 9,832 1,839 296 296 . —
United Kingdom . ...........: S 135,496 2,834,161 1,204,092 . 1,630,069 173,627 171,293 2,334

C WestGermany ... 54,623 937,931 565,471 372,460 . 57,361 57,361 | —
Other treaty countries . .............. : 3,183 11,187 . 6,303 4,884 1,063 . 1,083, —

Nontreaty countries, + - . . . :

total _........ .. 214,329 _ 1,918,403 1,218,336 . 700,066 149,554 149,554 -
‘Argentina . . 6,351 17,700 8,233 . 9,467 2,217 L2217 -
. Bahamas .. 2,303 72,960 36,127 36,833 10,294 10294 —
Barbados 575 ’ 5677 1,648 4,029 B 954 954 —
Bermuda : 1,713 176,131 132,586 43,545 - 12,568 12,568 —
Brazil ...7......... 3,874 15945 7.650 8,295 2,025 2,025 —
British Virgin Islands . . - 517 10,813 1,908 8,905 2,396 2,396 —
Caymanislands ................... : 1,066 . 90776 78,188 12,588 3413 3,413 —
HongKong....................... 11,687 125,491 45413 80,078 11,571 11,571 . —
Israel . . .. ) . 5,689 . 17,128 5812 11,316 2,386 2,386 . . —
Jersey 428 . 12,680 1,757 ’ 10,923 2,977 12977 -
Kuwait . . 833 T 24175 17,603 .. 8,572 1,928 1,928 —
Liberia . ... 368 23,646 14,037 9,609 " 2,848 2,848 —
Liechtenstein o 857 . 17,498 4978 12,520 113,739 . 3,739 —
Mexico ... .. o 74,950 209,810 - 35,404 174,406 30,763 30.763 —
Panama . .. 3919 106,128 54,601 51,527 14,830 14,830 —
Portugal . .. 6,613 ) 19,051 B 914 18,137 2,791 L. 27N —
? Puerto Rico . . . o 3,729 6,805 5,692 1,113 323 ;323 —
SaudiArabia............ S 3,714 202,821 197,635 ~ 5186 1,369 1,369 - -
Singapore 3,621 93378 ’ 89,305 - 4,073 1,194 1,194 —
Spain .. .. . 8,155 - 41,800 17,380 . 24,420 5,469 5,469 —
Taiwan ............. .. A 1,808 5312 2,331 - 2,981 799 799 —
United Arab Emirates 740 - 269,038 268,360 678 201 - . 201 —
Venezuela . ....................... 5,876 21,217 12,895 8322 . - 2310 12310 —
Other nontreaty countries .. .......... 64,943 332,425 177,879 | 154,546 - 30,189 " ) 30,189 —
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Table 2.—Forms 1042S: Number of Returns, Tax Withheld, and Total Income Paid by Income Type, by Selected Recipient
Type and Country of Recipient
[Money amounts are in thousands of dollars]
income paid
gefgor:;:iyc:'rea Number of Tax ? . -
ana et 5o Forms 10425 | wihhea Roemd | Sommsecutyand | Parona
m 2 ] @) (5) 6) U} ®)

All countries, total ................. 933,512 $940,094 $17,501,189 $9,852,256 $5,050,519 $975,896 $748,374 $147,451
Individuals . .............. 764,303 194,060 1,841,153 342,085 342,040 99,395 748,374 116,510
Corporations . 56,682 552,387 12,650,590 8,164,336 3,175,898 829,987 —_ 28,615

Argentina . . .. 6,351 2,217 17,700 9,602 2,983 331 3,014 944
Individuals . ... 5,356 1,581 10,026 2,850 2,285 133 3,014 919
Corporations . . 88 435 2,092 1,755 237 95 — 5

Australia . ...... 15,713 8,874 92,799 25,149 30,849 21,557 3377 7.550
Individuals . . .. 13,568 2,487 16,957 1,438 4,270 2,518 3,377 2,682
Corporations . . 829 4,573 62,129 23,135 16,609 15,926 — 4,832

Austria ........ . . 3,901 2,019 37,006 22,497 7.855 368 2,827 1,297
Individuals ................. ... ..... 2.960 1,298 17,416 8,028 2999 199 2827 1,280
Corporations .. ..................... 208 483 14,577 11,082 3,288 168 — ("

Bahamas ............ 2,303 10,294 72,960 39,845 30,454 73 661 153
Individuals . 1,247 1,049 5,298 1,322 2,713 34 661 143
Corporations . ............. ... . .... 554 5,861 52,576 31,100 20,102 28 — 2

Bahrain ....... ... ... ... L 446 520 5,059 3,778 1,209 18 4 (U]
Individuals . ... ... .. 363 131 52 354 140 18 4 -
Corporations 41 336 4,351 3,380 928 — — -

Barbados............................ 575 954 5677 1,728 2917 24 906 "
Individuals ......................... 460 217 1,938 603 302 24 906 [U]
Corporations 57 649 2,410 245 2,165 — — —

Belgium ...... ... ... .. 10,948 9,221 878,966 823,571 31,641 16,865 1,598 2,391
Individuals 8,463 1,541 13,582 2,102 4,947 533 1,598 2,051
Corporations 1,221 5,194 62,109 33,320 11,936 16,265 — 339

Bermuda ................. 1,713 12,568 176,131 65,072 30,937 7.370 468 2,318
individuals .............. 894 1.924 7,247 794 5,517 2 468 302
Corporations 375 8,597 154,060 56,892 18,087 7.290 -_ 2,013

Bolivia ........ 541 158 2,827 2,127 501 2 164 (U]
Individuals . . 449 128 728 218 311 2 164 —
Corporations 1 2 239 113 126 — — —

Brazil .......... ... ... ... .. 3,874 2,025 15,945 8,381 1,631 679 2,682 1,425
Individuals . . . 3,437 1,546 9,897 2,894 1,213 560 2,682 1,407
Corporations S 87 318 4,617 4,387 148 73 — "

British VirginIslands .. ................. 517 2,396 10,813 1,266 8,608 192 — 1
Individuals . ......... ... ... ... ..... 269 89 626 231 352 38 — )
Corporations . 133 1,510 6,965 500 5,576 150 — —

Canada ....... 305,758 97,650 2,032,458 850,363 710,137 110,306 160,902 19,443
Individuals ........ 246,755 17,724 315,181 30,511 65,907 15,017 160,902 12,236
Corporations ...... 21,517 63,544 1,352,437 752,425 401,274 90,828 — 6,929

Cayman Islands . . 1,066 3,413 90,776 81,772 8,166 79 404 50
Individuals . . .. 314 508 8,540 7327 737 13 404 —
Corporations . . 520 1,735 71,101 66,380 4,373 66 _ 50

Chile ............ 2,129 842 5,801 2,349 1,608 365 945 280
Individuals .. .... 1,772 631 3,597 879 1,178 82 945 265
Corporations ................ ... ..., 88 134 702 150 285 250 — ("

China....... ... . ... ... 1,321 1,185 6,724 2,808 1,873 74 55 294
Individuals .. .... 1,201 405 2,570 165 464 9 55 269
Corporations . . .. 28 351 1,224 51 1,135 1 - 25

Colombia ..................... [ 3,230 1,064 7,427 3,026 1,480 182 2,342 76
Individuals ................... ... ... 2,823 861 5,380 1,429 1,061 163 2,342 70
Corporations 78 78 566 442 103 15 — —

CostaRica ............. 1,690 796 5,229 1,176 1,098 352 2,264 15
Individuals . ........ .. 1,532 666 4,003 357 708 336 2,264 15
Corporations 54 80 385 154 228 1 — —

Czechoslovakia 1,268 931 5,515 218 80 200 3,949 981
Individuals ...... ... .. 1,247 866 5,279 203 78 4 3.949 963
Corporations . . 13 t2 59 15 2 37 — —

Denmark ........ 3,044 1,272 18,456 5,073 6,384 2,114 3,442 690
individuals .. .. 2,785 820 6,301 506 823 150 3.442 650
Corporations 102 239 9,532 3,473 4121 1,879 — 40

Dominican Republic ................... 2,605 918 6,286 212 283 147 5,469 102
Individuals ............. ... 2,559 804 6,169 135 252 38 5,469 102
Corporations . 16 7 23 4 9 9 — —

Ecuador....... ... ... ... ... ... 1,707 666 5,036 597 667 776 2,706 134
Individuals ......................... 1,591 640 4,093 232 588 277 2,706 134
Corporations . 24 6 581 85 19 477 — —

Egypt......... . 452 149 3,678 474 214 1 21 329
Individuals ......................... 380 129 1,169 415 153 1 21 329
Corporations 17 4 2,422 14 19 — — -

El Salvador 611 247 1,840 559 278 69 891 ih
Individuals ... .. 567 208 1,643 485 182 51 891 1
Corporations . .. 24 29 133 43 90 @] — -

Fintand . ...... 1,157 1,679 32,563 5,475 19,737 2,045 2,075 713
Individuals . . ... 1,078 457 8,208 4,387 148 7 2,075 713
Corporations 30 979 22,725 1,081 19,573 2,035 - —

France ........ 19,302 53,646 703,357 204,622 278,712 184,645 9,058 12,213
Individuals 14,215 8,827 95,754 8,083 26,755 29,852 8,058 12,141
Corporations .. 1,098 29,160 487,740 180,920 151,529 151,032 - 63

Greece .............. ... 14,962 5,326 37.929 2,264 2,485 132 29,128 767
Individuals ......................... 14,389 4915 36,337 1,565 1,633 1 29,128 757
Corporations 114 92 352 94 248 " - 10

Guatemala .. ........ 1,115 399 2,697 910 585 134 908 131
Individuals .......... 999 346 1,992 342 454 134 908 124
Corporations ........ 29 17 266 218 47 — — -

Guernsey ... ........ 249 1,738 6,978 1,419 5,545 6 -— 2
Individuals .................. .. ..... 60 226 968 341 610 " - -
Corporations 119 503 3,929 461 " 5 - 2

Footnote al end of tabie
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Foreign Recipients of U.S. Income, 1985

Table 2.—Forms 1042S: Number of Returns, Tax Withheld, and Total Income Paid by Income Type, by Selected Recipient
Type and Country of Recipient—Continued

[Money amounts are in thousands of dollars]

Income paid
aosmammt e Nurmoer o T - —
and recipient type Forms 10428 withhetd Total Interest Dividends F:z;;i;’;d ?;ﬁ':;:?:‘l‘;;g%::‘: P;’z?g : !
(1 2 ) 4) (5) (6) 7) 8)
Honduras ................. ... ... ... 1,167 339 2311 188 326 22 943 299
Individuals . ............... .. ... ... . 1,106 311 2,071 61 221 22 943 299
Corporations 25 15 "7 7 39 — - —
HongKong ............... 11,687 11,571 125,471 48,308 28,958 1,785 5,050 664
Individuals .............. 9,354 5470 63,928 5,719 13,068 737 5,050 635
Corporations 812 4,864 48,976 33,899 13,019 875 - 28
India .................... 1,716 734 6,849 2,551 788 58 523 261
Individuals .............. 1,532 637 4,034 239 513 43 523 241
Corporations 34 50 1,021 668 128 12 — 20
Indonesia................. 674 200 2,495 1,147 1,033 9 27 47
individuals ......... 506 155 1,831 730 852 8 27 47
Corporations 68 22 440 325 102 " — —
AN e 967 320 2,487 1,620 677 13 2 8
Individuals ......................... 849 274 1,342 591 561 13 2 8
Corporations . . 9 10 40 — 40 — — —
Ireland ......... 8,051 2,925 25,577 4,594 11,511 516 7,763 582
Individuals ....... ... .. ... ... 7.587 1,501 11,547 534 1,842 232 7,763 581
Corporations 143 986 11,061 4,025 6,771 280 -— (")
Israel .......... 5,689 2,386 17,128 6,563 3,066 466 3,521 877
Individuals . ... 4,764 1,565 9,968 1,351 1,504 239 3.521 873
Corporations 116 367 2,947 2,417 222 155 — —
faly ... 34,320 19,304 161,685 37,947 16,197 10,908 85,359 5,317
Individuals . . .. 33,373 17,185 112,401 2,838 4,399 8,779 85,359 5,181
Corporations . . 276 1,467 43,092 34,442 6,558 1,918 — 91
Jamaica . . .. 1,820 679 5,574 318 470 207 4,081 46
Individuals ... .. 1,724 653 5,042 72 315 77 4,081 45
Corporations . . 25 5 145 . 15 129 — )
Japan ... o 16,657 161,185 1,840,381 1,185,670 317,994 208,425 9,914 13,608
Individuals . ... .. 14111 2.201 44863 11,809 3,308 1,127 9,914 7,959
Corporations 2,093 153,667 1,727,538 1,126,335 301,524 200,402 - 5,629
Jersey ... ... L. . .. _ 428 2,977 12,680 2,584 9,855 2 - 8
Individuals . ............ ... .. ... ... ‘93 -9 351 128 220 — — —
Corporations ....................... 184 1,651 8,124 2,087 5,899 2 — 8
Kuwait . ... ... ... ... 833 1,928 24175 18,866 4,906 56 4 56
Individuals S 600 506 1,853 148 1,653 55 4 55
Corporations .........:.. ... 1M 915 20,357 17,727 2,380 — —_ —_—
Lebanon ... ... ... 1,401 601 5,037 3,107 1312 48 360 52
Individuals . ................ L. 1,262 489 2,700 981 1,158 48 360 52
Corporations .................... . 25 21 1,559 1,497 62 - — —
Liberia ....... ... 368 2,848 23,646 14,731 8,746 104 47 Q]
Individuals . ........... Lt 245 188 1,056 511 481 (U] 47 —
Corporations ....................... 78 1,947 19,942 13,806 6,031 103 — —
Liechtenstein . ........... F 857 3,738 17,498 6,848 10,305 176 9 127
Individuals . ........................ 318 1,145 4,542 1.250 3,264 1 9 —
Corporations . . . B 286 1,270 5,190 1,183 ° 3,71 156 — 127
Luxembourg ........ ... ... .. ..., 2,505 8,837 107,441 69,259 37.696 62 158 76
Individuals ........ ... ... .. ... 564 203 2,478 1,353 884 9 158 27
Corporations 871 5,719 65,850 43,047 22,564 53 — 49
Malaysia ....... 1,049 556 5,070 4,432 372 64 24 4
Individuals . . 978 122 555 32 258 64 24 4
Corporations 26 414 2,437 2,386 51 — — —
Mexico. ..o ... 74,950 30,763 209,810 44,367 10,864 5,352 139,621 1,446
Individuals . ... 73,446 26,011 167,003 8,908 9,092 4,500 139,621 1,410
Corporations . . 412 4,200 30,587 24,885 805 615 —_ 18
Monaco ... 499 1,765 8,103 1,876 3,634 1,245 98 782
Individuals .. ....................... 379 1,366 5,760 1,052 2,304 1,066 98 782
Corporations 42 108 1,133 618 350 164 — -
Netherlands . . . 9,084 41,784 1,158,252 677,650 411,682 53,451 4,582 3,001
Individuals . . 6,718 2,729 25,388 7,936 6,808 602 4,582 2,905
Corporations 1,203 32,714 1,074,477 656,294 351,186 51,879 — 41
Netherlands Antilles 3,022 22,906 3,147,131 2,931,232 167,083 29,954 363 224
Individuals 902 2,025 88,625 74,550 12,630 . 461 363 30
Corporations . ............ 1,464 17,287 2,961,710 2,782,790 129,309 29,294 — 143
New Zealand . .............. 2,054 586 31,373 3,149 853 388 298 313
Individuals ............... 1,768 266 2,223 226 599 130 298 258
Corporations ................ 77 42 26,385 348 175 53 — 55
Nomway .................... .. 6,243 2,256 24,161 7.890 3.516 1,237 10,075 716
Individuals ............... 5,796 1,864 13,627 387 112 679 10,075 659
Corporations ............. .. 159 264 8,158 6,044 1,596 458 — 55 .
Panama ......... P 3,819 14,830 106,128 68,268 28,545 3,647 905 333
Individuals ........... ... ... ... ... 1,873 2,223 13,216 5,793 5,780 63 905 314
Corporations 1,132 11,034 70,206 45,693 17,980 3,534 —_ 7
Peru ............... .. 1,664 481 3,994 1,790 772 255 718 294
Individuals ........... ... ... ... ... 1.510 432 2,864 823 625 255 718 294
Corporations .. .. ........... ... ... 34 20 67 1 60 — — —
Phiippines . . . : 30,681 11,394 75,999 2,608 1,241 49 69,038 224
Individuals . . ... 30,140 11,286 73,725 641 1,001 43 69,038 224
Corporations 93 46 382 278 59 1 - —
Portugal . ............. 6,613 2,79 19,051 811 509 45 17,172 294
Individuals .. ...... .. 6,397 2,728 18,137 153 373 27 17,172 209
Corporations 62 21 627 601 8 18 — —
Puerto Rico . . .. 3,729 323 6,805 5,527 | 622 225 18 126
Individuals 3,299 156 880 290 462 44 18 3
Corporations . . . 255 129 5,274 4,981 108 181 — 4
SaudiArabia ....... ... .. ..o oL 3.714 1,369 202,821 171,315 26,137 85 2 5,065
Individuals ......................... 3,335 1,050 4,072 688 2,014 82 2 1,091
Corporations ..°.................... 65 221 192,841 164,983 23,859 2 — 3,974

Footnote at end of table,
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Table 2.—Forms 1042S: Number of Returns, Tax Withheld, and Total Income Paid by Income Type, by Selected Recipient
Type and Country of Recipient—Continued

[Money amounts are in thousands of dollars)

43

Income paid
o eo‘;‘:‘;:}"}’c‘:’m Number of Tax e - .
and recipient type Forms 10425 withheld Total Interest Dividends Rrgct:“;r;d ?:iclrlglaﬁ:l:i;g):naeﬁ? Zirri?g: !
) 2 3) 4) ) (6) (7) {8)
Singapore ................. o il 3.621 1,194 93378 39,276 36,759 92 15 170
Individuals . . . 3,276 709 3,914 1,051 2,386 90 115 170
Corporations ............... 114 397 75,487 18,808 34,057 2 — —
South Africa . . . . 2,432 1,282 5173 933 1,870 337 472 726
Individuals . . . 2,225 833 3,583 340 1,053 169 472 725
Corporations .. ........... 49 169 601 95 461 34 - —_
South Korea . .. 650 311 3,408 649 978 " 94 1,230
Individuals . . . .. 560 128 1,971 119 216 Q] 94 1,108
Corporations . .......... ... ... .... 34 64 493 100 370 — — —
Spain ... 8,155 5,469 41,800 20,241 6,360 1,033 11,524 1,643
Individuals ... 7,485 3,338 18,072 1,058 2,811 197 11,524 1629
Corporations . . .. 165 1,701 16,777 13,545 2,754 322 — 12
Sweden ... 8,358 7,784 86,667 9,958 52,340 2,869 11,478 7,309
Individuals .................. .. ..... 7.866 4,066 25579 1,493 2,558 228 11,478 7.251
Corporations . . 181 3,302 55,917 7355 46,31 2,060 — 4
Switzerland e .. 21,683 98,322 1,268,858 595,145 538,115 67,558 3,685 4,048
Individuals . ........... .. ... ... . 10,739 7,420 76,471 21,490 28,019 5513 3,685 2,830
Corporations . ...................... 3,340 65,072 990,842 538,033 356,399 60,828 — 1,159
Taiwan ......... 1,808 799 5,312 2,920 1,437 24 157 69
Individuals .. .. 1,561 716 3,650 1,433 1,297 24 157 65
Corporations 25 62 310 250 35 - — —
Thailand ........... ... ...l 754 259 2,138 601 344 290 644 37
Individuals .. .. 691 225 1,509 63 278 289 644 33
Corporations . . . . . 10 27 572 505 55 M - —
Trinidad and Tobago . . . ................ 767 296 11,671 9,614 175 163 1,571 35
Individuals ....... 714 285 6,129 4,108 139 163 1,671 35
Corporations ... ... .. 13 8 884 858 26 — — —
United Arab Emirates .................. 740 201 269,038 229,104 39,915 5 1 3
tndividuals ......... ... ... ... ... 649 166 589 282 284 5 1 —
Corporations . . 16 22 258,212 218,622 39,590 — — —
United Kingdom . . 135,496 171,293 2,834,161 918,691 1,651,616 154,193 31,082 27,153
individuals .................. .. ... .. 96,008 12,529 184,994 56,125 45,097 13,555 31,082 23,722
Corporations . ...................... 11,815 84,016 1,795,346 772,022 860,478 125,298 — 2,810
Uruguay ....... 1,106 706 5,938 3,283 2,085 317 91 44
Individuals . . .. 687 241 2,299 1,194 608 316 g1 43
Corporations . ...................... 89 310 1,850 789 968 ] — 1
Venezuela ........................... 5876 2,310 21,217 12,838 5,884 939 877 222
Individuals . . .. 5,065 1,756 13,923 7,594 4,483 337 877 208
Corporations . . . .. 183 350 3,650 2,259 77 591 — 2
West Germany . ... .. 54,623 57,361 937,931 454,617 320,936 72,628 30,159 10,601
Individuals . . .. 45,432 14,214 131,649 29,294 38,524 8,214 30,159 10,338
Corporations . . 1,627 30,095 683,489 397,594 206,054 57,291 — 62
Yugoslavia . ... ... .. 3,862 2,030 14,385 1,731 407 146 11,651 130
Individuals . ...... 3,771 1,932 12,550 167 174 12 11,651 130
Corporations .. . .. 13 50 166 40 121 2 — —
Cther Countries . . 38,672 14,923 232,348 61,106 92,631 7.342 43,838 6,871
Individuals ...................... ... 31,312 9,545 76,767 8,284 10,131 581 43,838 6,474
Corporations . ...................... 1,353 1,938 115,009 50,111 70,500 6,645 — [

1 Less than $500



Projections of Returns to be Filed

in Fiscal Years 1988-1995

By Corman G. Franklin*

The latest Internal Revenue Service (IRS) projections esti-
mate that nearly 200 million primary tax returns and supple-
mental documents will be filed in Fiscal Year (FY) 1988.
These projections call for total filings to reach 198.1 mil-
lion— a 3.0 percent increase over estimated 1987 filings [1].
Although projected year-to-year increases will consistently
range between 4 to 6 million, the year-to-year rates of
growth in total filings are expected to decline. After a 5.5
percent increase in 1986, the year-to-year rates of growth in
total returns to be processed by IRS are projected to decline
to 2.6 percent in 1990 and 2.0 percent in 1995.

Employment is a major determinant for estimating several
different types of tax returns. Because of the high correla-
tion between employed individuals and those filing individ-
ual returns, employment is especially important in
projecting individual returns.

Current forecasts show the rate of employment growth
declining throughout the 1988 to 1995 forecast interval [2].
Total employment is projected to reach 114.3 million in 1987,
a 2.3 percent increase over actual employment in 1986. FY
1988 should initiate the beginning of a period of gradual
decline in the rate of employment growth. From 1988
through 1995, the rate of employment growth is expected to
decrease from 2.0 percent in 1988 to 1.1 percent in 1994,
This slowdown in the rate of employment growth is ex-
pected to be mirrored in individual income tax return filings,
so that a decline in the rate of growth of these filings is
anticipated.

Projections are developed by: (1) using econometric
models that relate the number of returns filed to selected
independent economic and demographic variables and (2)
extrapolating observed time trends into the 1988 through
1995 time period. The forecasting models are initially formu-
lated on a calendar year basis. Fiscal year projections are
derived from calendar year statistics by various methods
including seasonal adjustment [3].

These fiscal year projections are the first to capture the

* Economist, Projections and Forecasting Group, Research Division.

effects of the Tax Reform Act of 1986. They also reflect the
impact of other recent legislative, as well as regulatory and
administrative changes affecting the filings of the various
primary tax returns and supplemental documents. They
generally do not anticipate legislative or administrative
changes which are under consideration.

TOTAL PROJECTED RETURNS AND DOCUMENTS

The total number of projected returns, as delineated in
Table 1, consists of primary returns and supplemental docu-
ments. Except for the category of primary returns titled
“other” items in both of these categories of returns are a
part of the IRS Master File system. Primary returns, because
they account for the majority of total filings, have historically
generated the majority of the IRS document processing
workload. These returns are expected to continue to ac-
count for the bulk of total filings throughout the forecast
horizon.

Of the approximately 188.0 million tax forms filed in 1986,
178.2 million were designated as primary returns. Major
returns in the primary returns category include: U.S. Individ-
ual Income Tax Returns; Individual Declaration of Estimated
Tax; U.S. Corporation Income Tax Return; and, Employer's
Quarterly Federal Tax Return.

information documents processed by the Service, such
as interest and dividend statements and Form W-2, Wage
and Tax Statement, are not included in the returns counted
or projected in this article and, consequently, have been
excluded from all of the previously discussed return catego-
ries. These various information documents, while large in
volume (848.3 million were processed in 1986 and 887.1
million are expected to be processed in 1987), are mostly
fled on magnetic media. Figure A presents the average
annual percentage changes for the major return types dur-
ing the 1988-1995 projection period. Total returns increase
by an average of 2.2 percent per year during this time
frame. Projections for 1988 and the associated rates of
change from 1987 to 1988 are presented in Figure B.
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All Returns
Total Individual
Individual 1040

- Individual 1040A

Individual 1040EZ

Individual Declarations
of Estimated Tax
Fiduciary

Fiduciary Estimated Tax
Partnership
Corporation

Estate and Gift
Employment Tax

Tax:E;eAm;tAO}g;niiatic;n

Employee Plans

Alcohol and Tobacco
Excise

Supplemental Documents

Figure B.—Projections for Fiscal Year 1988

S

1988 Percentage
Type of return projection increase from
(thousands) 1987
Q) [¢)
Totalreturns ... ... L. .. 198,060 3.0%
Primary returns . . . .. P 186,972 28
Individual ............. .. .. R 107,662 35
Individual declaration of estimated tax ......... 37.323 27
Fiduciary ................ ... ... ... L. 2,534 85
Fiduciary estimatedtax . .............. ... ... 911 17.2
Partnership . ......... ... ... .. oo, 1,887 0.2
Corporation . ................. . . 4,053 6.5
Estateandgift ............. ... .. ... ... 157 -37
Employmenttax .......................... 28,575 1.6
Tax-exempt organization . ... .. ..... P 512 28
Employeeplan . .......... . ... ... ... 2,275 -11.5
Alcoholandtobacco . .......... ... ... .. 1 -100.0
Excisetax ................ ... ... 1,072 06
Other . ... 1" 10.0
Supplemental documents . ... ... ... . 11,089 6.5

! Projections exclude returns filed with the Bureau of Alcohol, Tobacco and Firearms which were no longer

processed by the Internal Revenue Service after July 1987

Individual Income Tax Returns

The number of individual income tax returns filed (includ-
ing Forms 1040, 1040A, and 1040EZ) are expected to in-
crease 3.5 percent’in 1988. This 3.5 percent increase will
represent the largest single year increase in individual filings
experienced this decade. Two major occurrences will drive
this increase in returns. First, provisions in the Tax Reform
Act of 1986 repealed the personal exemption for taxpayers
who are dependents while also increasing the standard de-
duction and personal exemption amounts. The repeal of the
personal exemption for dependents will significantly in-
crease the number of dependents required to file for the first
time. Conversely, the increase in the standard deduction
and personal exemption amounts will remove several
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million lower-income taxpayers from the filing rolls. The net
effect will be an increase in the number of individual returns
filed. Secondly, the illegal alien amnesty program is also
expected to slightly increase the number of persons filing
for the first time.

The Tax Reform Act will also enable a significant number
of taxpayers to switch to simpler forms because of the re-
strictions placed on itemized deductions (e.g., taxpayers
who previously filed a 1040 can now file a 1040A). This shift
is reflected in the projected 1988 filings. Forms 1040A and
1040EZ are projected to increase by 12.8 and 13.9 percent,

e

@ &
SET T p 08
Q?% =X
iy

respectively, in 1988, while Form 1040 is projected to de-
cline by 1.5 percent.

Over the projection interval, the rate of growth in total
individual filings is expected to gradually decline from 3.5
percent in 1988 to 0.8 percent in 1995. This decline is attrib-
utable to recent employment projections which show rate-
of-employment growth declining throughout the mid-1990's,
as already mentioned. Figure C compares the number of
Forms 1040, 1040A, 1040EZ, and total individual returns
expected to be filed in 1988 and 1995, respectively.
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Individual Declarations of Estimated Tax

Projections of Individual Declarations of Estimated Tax
(Form 1040-ES "vouchers”—up to four per year can be
filed) are developed from a regression of vouchers on the
number of their taxpayer counterparts. Progressively higher
taxpayer projections and the same “voucher-to-taxpayer”
ratio forecasts result in increasingly higher estimates of the
number of Forms 1040ES. Current forecasts are calling for
increases in growth ranging from 2.7 percent in 1988 to 4.2
percent in 1995,

Fiduciary Income Tax Returns

A provision in the the Tax Reform Act of 1986 mandated
that taxable trust filers of fiduciary income tax returns (Forms
1041) who previously could have filed on a noncalendar
year basis had to begin filing their returns on a calendar
year basis. This ruling is expected to account for a surge in
fiduciary return filings in 1988, as noncalendar year filers
adjust their accounting periods to coincide with the calen-
dar year by filing additional returns to cover transitional part-
year accounting periods. Current estimates call for a 8.5
percent.increase in. 1988 filings. After 1988, growth is ex-
pected to range from 1.6 percent in 1991 to 2.3 percent in
1995.

Fiduciary Estimated Tax Returns.

The Tax Reform Act of 1986 required that both new and
existing estates and trusts make estimated tax payments for
calendar years beginning after 1986. Form 1041-ES, Esti-
mated Income Tax for Fiduciaries, was developed for tax-
payers- with a tax liability of $500 or more to compute and
pay estimated taxes. Initial rapid growth in these forms is
expected because not all estates and trusts were affected in
1987. Therefore, 1988.filings are estimated to increase by
17.2 percent. In later years, growth will taper off to 3.0 per-
centin 1991 and to 2.3 percent in 1995.

Partnership Tax Returns

The Tax Reform Act also required most noncalendar year
filers of partnership returns (Form 1065) to file on a.calendar
year basis. Tax reform also required that “passive losses”
can only be offset by “passive gains” [4]. This revision in the

law is expected to make “net loss” limited partnerships less

attractive to investors, thereby resulting in fewer filings of
partnership returns. Thus, although there will be a surge in
1988 filings because of the need to file for part-years before
converting to calendar year accounting periods, it is ex-
pected that there will be a decline in filings, as partnerships
become less attractive to investors. The net effect is a pro-
jected 0.2 percent increase in partnership filings in 1988. In
later years, growth is prOJected to increase, as investors
adjust their investment strategies to coincide with tax re-

form. Year-to-year increases from 1989 to 1995 range from

3.4 percent to 5.6 percent.

Corporation Income Tax Returns

As with certain fiduciaries and most partnerships, tax
reform also required most noncalendar year filers of“per-
sonal service” and “S" corporation returns to file on a calen-
dar year basis. The collective group of corporation returns,
including U.S. Corporation Income Tax Return (Form 1120)
and U.S. Income Tax Return for an S Corporation (Form
11208S), are expected to post a 6.5 percent increase in 1988
because of the one-time increase in part-year returns
caused by the new provision. After 1988, growth in corpora-
tion return filings is projected to stabilize, with year-to-year
increases ranging from 2.8 percent in 1989 t0 4.7 percent in
1995. '

Estate and Gift Tax Returns

The Tax Reform Act of 1976 and the Economic Recovery
Act of 1981 both stipulated that the filing threshold for the
U.S. Estate Tax Return (Form 706) be gradually increased
on _an annual basis, from $60,000 in 1976 to $600,000 in
1987 and beyond. Current projections reflect this rising
threshold, and call for a decline of 17.7 percent in 1988.
Filings are then expected to gradually increase throughout
the remainder of the forecast interval, with annual increases
ranging from 1.7 percent in 1989 to 6.7 in 1995.

Filings of U.S. Gift Tax Returns (Form 709) are expected
to grow steadily through the mid-1990's. Year-to-year growth
ranges from 3.8 percent in 1988 to 2.3 percent in. 1995.

Employment Tax Returns .

Employmerit tax returns consist of Employer’s Annual
Federal Unemployment Tax Return, Employer's Annual/
Quarterly Federal Tax Retarn, and Employer's Annual Rail-
road Retirement Tax Return. -Projections for the forecast
period 1988-1995 reflect year-to-year increases that aver-
age 1.4 percent per year. '

Tax-Exempt Organization Returns

A host of tax-exempt entities, including those for public
charities, farmers’ cooperative associations, private founda-
tions, and ‘“other” .exempt organizations,” embody the ex-
empt organization category of returns. The magnitude of
this return category is dictated by changes in Form 990,
Return of Organization Exempt From Income . Tax (filed by
the “other” organizations that include most public charities),
which accounts for 77 percent of exempt organization fil-
ings. Current estimates of tax-exempt organizations call for
growth throughout the forecast interval consistent with that
experienced in the 1980’s—an average annual increase of
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1.5 percent. Year-to-year increases are expected to range
from 2.8 percent in 1988 to 1.6 percent in 1995.

Employee Plan Returns

Form 5500, Annual Return/Report of Employee Benefit
Plan, Form 5500C (same as the Form 5500 except that it is
filed by plans with fewer than 100 participants), and Form
5500R, Registration Statement of Employee Benefit Plan (to
be filed by plans with fewer than 100 participants) comprise
the total employee plans category of returns. Filings in 1987
increased by over 20 percent, in response to the initial fil-
ings by owner-employee plan participants that the Tax Eqg-
uity and Fiscal Responsibility Act of 1982 added to the filing
population. These returns are projected to decline 11.5 per-
cent in 1988, as filings return to a more normal growth
pattern. In subsequent years, employee plan returns are
expected to show steady growth, with year-to-year ad-
vances averaging 1.7 percent per year from 1989 through
1995,

Alcohol and Tobacco Returns

Forms 11 and 5000.24 comprise the alcohol and to-
bacco returns filed with the Bureau of Alcohol, Tobacco,
and Firearms. As of July 1987, these forms will no longer be
processed by the Internal Revenue Service. Therefore the
counts given for 1987 are estimated only through July 1987,
not for the entire fiscal year. No projections of alcohol and
tobacco returns were made by the IRS for years beyond
1987.

Excise Tax Returns

Total excise returns are the sum of the following four
categories of returns: (1) Form 11C (Special Tax Return and
Application for Registry-Wagering); (2) Form 720 (Quarterly
Federal Excise Tax Return); (3) Form 730 (Tax on Wagering);
and (4) Form 2290 (Heavy Vehicle Use Tax Return). Projec-
tions of Form 720 filings were adjusted downward because
of two provisions in the Tax Reform Act of 1986 that are
expected to reduce the number of diesel fuel retailers and
gasoline wholesalers required to file Form 720. Total projec-
tions for all excise tax returns are projected to post a nomi-
nal increase of 0.6 percent in 1988 and then decline by 6.9
percent in 1989. For the balance of the forecast interval,
positive growth will again appear, with year-to-year ad-
vances ranging from 0.3 percent in 1990 to 2.6 percent in
1995.

Supplemental Documents
Supplemental documents are composed of amended re-

turns and requests for filing extensions from both individuals
and corporations. Current forecasts call for increases con-

sistent with those in previous years, ranging from 6.4 per-
cent in 1988 to 4.6 percent in 1995.

DATA SOURCES AND LIMITATIONS

The number of returns filed (as used in this article) repre-
sents the number of returns processed at IRS service cen-
ters during a fiscal year [5]. Data for 1987 include actual
returns processed through June 1987, with the remainder of
the year estimated, in general, on the basis of 1986 filing
patterns.

To illustrate the general forecasting process, projections
for the combined total of Forms 1040, 1040A, and 1040EZ
returns were developed based on a multiple regression re-
lating total 1040 returns to total employment; an interaction
variable involving both total employment and employed
married women with husbands present (used as a proxy for
potential joint filers); pension beneficiaries and annuitants;
and a qualitative “"dummy” variable which accounts for the
effects of the Tax Reduction and Simplification Act of 1977
[6]. The historical base period for this regression was 1949-
1987, with 1987 estimated on the basis of returns filed
through June 1987.

Return projections were primarily formulated on a calen-
dar year basis and subsequently converted to fiscal year
projections by the Census Bureau's X11-Q Seasonal Ad-
justment Program by applying resultant seasonal factors to
calendar year projections [7].

NOTES AND REFERENCES

(1] All statistics are cited on a fiscal year basis, unless other-
wise noted. Actual counts for all of Fiscal Year 1987
were incomplete at the time this article was written (see
the Data Sources and Limitations section). For complete
counts, see U. S. Department of the Treasury, Internal
Revenue Service, 7987 Annual Report, Comrmissioner
and Chief Counsel, /nternal Revenue Service (in prepa-
ration). As defined in Table 1, primary tax returns are
equal to total returns minus supplemental documents.
(Alcohol and tobacco return totals were not used in
computing the year-to-year increase in primary returns
between 1987 and 1988.)

[2] Employment projections were obtained from Data Re-
sources, Inc. (DRI}, in June 1987. DRI believes that em-
ployment growth will decline due to a general
slowdown in economic activity through the mid-1990’s.

[3] For details of these methods, see U.S. Department of
the Treasury, Internal Revenue Service, “Number of Re-
turns to be Filed,” Projections, Document 6292 (Rev. 8-
87). In particular, see the Fall 1987 update.
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[4] Passive gains or losses resulted from trade or business
activities in which the partners did not materially partici-
pate in the business on a regular, continuous, or sub-
stantial basis (i.e., they were “limited” partners).

[5] U.S. Department of the Treasury, Internal Revenue Serv-
ice, 7986 Annual Report, op. cit.

[6] Projections of total employment, employed married

(7]

women with husbands present, and pension beneficia-
ries and annuitants were made by the Projections and
Forecasting Group, Research Division, Internal Reve-
nue Service.

U.S. Department of Commerce, Bureau of the Census,
“The X11-Q Variant of the Census Method Il Seasonal
Adjustment Program,” 7/echnical Paper No. 75 (1967 re-
vision).




Table 1.—Number of Rethrns by Type, Fiscal Years 1986-1995

[Numbers are in thousands]

Actuat Projected
Type of return
1986 1987 1988 1989 1990 1991 1992 1993 1994 1995
] [¢] 3) 4 (5) 8 ) ®) ©) (10)
Total ..ooiviiii it 188,015 192,261 198,060 202,695 207,984 212,380 216,957 221,216 225,465 230,029
Primary returns, total ............co00ihinnes 178,219 181,841 186,972 190,891 195,420 199,087 202,923 206,460 210,004 213,856
Individual income tax, total . ....... ... 102,393 104,043 107,662 110,093 112,767 114,119 115,496 116,538 117,408 118,324
Form 1040 . ... ... i 66,675 69,009 67,972 64,800 65,776 66,745 67,938 68,756 69,280 69,836
Form 1040A .. ... . ... . ... 18,466 18,005 20,317 23,986 25,045 25,702 26,163 26,689 27,232 27,767
Form 1040EZ ........... ... . ... il 17,015 16,823 19,161 21,088 21,720 21,440 21,154 20,843 20,640 20,457
Other? .. . 236 206 212 219 225 233 241 249 257 265
individual declaration of estimated tax ........... 35,485 36,331 37,323 38,301 39,435 40,830 42,348 43,929 45,656 47,588
Fiduciary incometax® ... ...... ... ... ... . ... 2,305 2.336 2,534 2,480 2,520 2,587 . 2,660 2,730 2,795 2,858
Fiduciary estimatedtax ....................... N/A 777 911 937 953 982 1,011 1,038 1,062 1,086
Partnership . ........... . ... . . 1,845 1,883 1,887 1,951 2,027 2,136 2,265 2,391 2,519 2,660
Corporation® .. ... ... . .. ... ... ... ... 3,667 3,807 4,053 4,166 4311 4,508 4,725 4,951 5,184 5,426
Estatetax ................... ... . ... 72 57 47 47 49 51 54 57 60 64
Gifttax ........ . 103 106 110 114 18 122 126 129 132 135
Employmenttax® ... ... ... ... 27,921 28,133 28,575 28,966 29,358 29,791 30,199 30,575 30,976 31.410
Tax-exempt organization® ... ........ ... ... ... 487 498 512 525 538 549 559 569 578 587
Employee plan’ . 2,142 2,572 2,275 2,302 2,332 2,364 2,404 2,452 2,504 2,560
Alcohol and tobacco® .. ............ ... .. 520 224 & ® & ®) [C] (&) (8 ®)
Excisetax® ... ... ... 1,265 1,066 1,072 998 1,001 1,033 1,062 1,088 1,115 1,144
Cther™ ... ... . 14 10 1 1 12 12 13 13 13 14
Suppl ital d ,total ............... 9,796 10,420 11,089 11,804 12,565 13,294 14,034 14,756 15,461 16,173
Form 1040X . ... ... 2,180 2,264 2,300 2,397 2,508 2,609 2,709 2,810 2,911 3,013
Form 4868 ... ... ... e 4,658 5,047 5,525 5958 6,415 6,861 7.322 7.771 8,210 8,658
Form2688 . ....... .. ... ... ... .. il 1,358 1,409 1,453 1,525 1,604 1,673 1,738 1,796 1,847 1,895
Form 1120X ... .. 30 32 34 36 38 4 43 45 47 50
Form1120-ND .. ... ... .. i N/A ()] 1 1 1 1 1 1 1 1
Form7004 ... ... ... .. 1,534 1,629 1,737 1,846 1,956 2,067 2,178 2,289 2,400 251
Form 1041A . ... ... . ... .. 23 23 24 24 25 26 26 27 28 28
Form 1042 .. ... ... ... 14 16 16 16 17 17 17 17 18 18

N/A—_no_t applicable
Projections based on counts of returns processed as of June, 1987.
3 Includes Forms 1040NR, 1040PR, 1040SS and 1040C; Form 1040X is included in the Supplemental Documents category.
i Includes Form 1041, but excludes Form 1041A (see Supplemental Documents). . X
M Includes Forms 1120, 1120-A, 1120-F, 1120-POL, 11208, 1120-H, and other special?urpose Forms 1120, except Forms 1120-DISC/FSC (see footnote 10) and those included in Supplemental Documents (Forms 1120X and 1120-ND).
5 Includes Forms 940, 940PR, 941, 941E, 941PR, 941SS, 942, 942PR, 943PR, and CT-1.
; Includes Forms 990, 990PF, 990C, 990-T, 4720, and 5227. .
o Includes Forms 5500, 5600-C, and 5500-R; and 5500-G and 5500-K in years previous to 1987, . . o .
9 Includes Forms 11 and alcoho! and tobacco excise tax returns in 1986 and 1987. A one-time alcohol floor tax is included in 1986. The 1987 figure is an estimate through July 1987, at which time IRS ceased processing alcohol and tobacco returns.
‘Olncludes Forms 11C, 720, 730, and 2290.
" Includes Forms CT-2, 941M, 941NMI, 990BL, and 1120-DISC/FSC. (These returns are not included in the IRS Master File system.)
Less than 500 returns.
NOTE: Detail may not add to totals because of rounding.
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Legally-Blind Tax Filers, 1983: A Profile

By Corinne Kirchner and Laura Smith Hare”

Only two things in life are certain: death and taxes. This
grim joke reveals a bias of the majority who are fortunate
enough to qualify as taxpayers. For people who do not
qualify, paying taxes could be a welcome opportunity, indi-
cating economic self-sufficiency, and invoivement in civic
life. The case for public support of rehabilitation for disabili-
ties stresses helping people to switch from the welfare rolis
to the tax rolis.

This article reports recent trends in the number and char-
acteristics of the nearly 300,000 tax-filers who claimed a
personal exemption for blindness on their individual income
tax returns for 1983. The analysis is timely in light of new tax
policy; in addition, the data base of tax returns can be
viewed as a source to describe aspects of the socioeco-
nomic situation of an interesting segment of the blind popu-
lation.

EARLY AND CURRENT TAX POLICY

In 1944, culminating prodigious advocacy efforts, the
Federal tax law was amended to permit-a deduction for a
taxpayer’s “blindness” [1,2]. In 1948, that provision was
changed to an exemption, and was extended to a spouse,
even with no separate income [3]. That is, in addition to the
personal exemption each taxpayer or spouse could take, an
equivalent exemption for blindness was allowed for either or
both individuals. (In the tax law, and in this article, the term
blindness means “legal blindness”—corrected acuity of 20/
200 or less in the better eye, or a visual field of 20 degrees
or less.)

Initially, national policy had focused on blindness as a
basis for welfare payments, i.e., Title X of the 1935 Social
Security Act. By contrast, the 1936 Randolph-Sheppard Act
and the 1938 Wagner-O’Day Act promoted the idea of blind
persons engaging in productive employment [4]. The tax
law combined these perspectives by recognizing that blind
people might become taxpayers, and that additional costs
associated with blindness should be allowed against earn-
ings. Only subsequently was there research to document

those costs. Those studies were limited then and are now
seriously out-of-date [5,6].

Starting in 1987, tax law revisions remove the exemption
for blindness (and the one for age 65 years or older). In-
stead, there is a return to the original method of a special
deduction; this time, it will be an additional standard deduc-
tion amount for blind or elderly individuals (both amounts
may be taken if both conditions apply). The amount for
each condition is $600 if the individual is married, $750 if
single. In addition, the larger standard deduction allowed
taxpayers in general starting with 1988 is allowed 1 year
earlier (1987) for the blind or elderly. As of 1989, each of
these amounts will be adjusted for inflation [7].

The new system will not, of course, benefit people who do
not take a standard deduction, i.e., who itemize their deduc-
tions instead. For 1983, over one-third of blind tax-filers item-
ized, surprisingly close to the 36 percent of all returns with
itemized deductions for that year [8]. Under the new law,
this difference is expected to widen as more blind or elderly
persons use the larger standard deduction allowed them.

A prospective analysis in 1986 of the new Tax Reform Act
by the Price-Waterhouse accounting firm concluded that
these changes would result in tax increases for some blind
persons and decreases for others [9, 10]. Note that there is
dispute among analysts as to whether more people will be
affected unfavorably than favorably. The net result depends
on many factors whose particular mix for the blind popula-
tion is unknown, e.g., filing status, age, deductions, and
income.

FINDINGS

Total Number of Exemptions: Level and Trend

For 1983, the number of exemptions for blindness was
294,280, almost three times larger than 20 years earlier,
and more than double the figure for 1974. Between 1979
and 1983, there was an average annual increase of over 14
percent [11].

* Reprinted from the Journal of Visual Impairment and Blindness, January 1987, American Foundation for the Blind (edited for the SO/
Bulletin), with the permission of the authors and the American Foundation for the Blind (AFB). Corinne Kirchner is the Director, Social
Research Department, AFB, and Laura Smith Hare is a former research assistant, Social Research Department, AFB. (The views expressed
here are the views of the authors and do not necessarily reflect the views of the U.S. Department of the Treasury.) 53
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For comparison, total personal exemptions and the sub-

group of exemptions for age 65 and over were examined.

Both had grown, but at much lower rates than blindness
exemptions. Since 1979, the average annual increase in
total exemptions was 1 percent; for age exemptions, it aver-
aged 7 percent.

Bearing in mind that tax exemptions cannot be used to
estimate prevalence of blindness, the increased number of
exemptions could indicate any or all of the following possi-
ble changes in the legally-blind population: age structure,
household patterns, sources and levels of income, and
awareness of eligibility, as well as prevalence of blindness.
Also, changes in the tax code could have interacted with
individuals' financial situations so as to require increased
numbers of the blind to file.

How does the number of blindness exemptions compare
with the estimated prevalence of blindness among adults?
The authors, have, frankly, little confidence in the preva-
lence estimates since lack of current data forces use of very
old and incomplete sources for age-specific rates, applied
to recent total population figures {12, 13]. This procedure
indicates that 1983 exemptions were about 60 percent of

the estimated number of legally-blind persons over 20 years

old.

“Returns’ vs. “Exemptions:” Indicators of
Family Status

Tax data have been used by researchers to reveal eco-
nomic aspects of a nation’s family structure [14]. Here the
data permit us a limited glimpse at the family status of blind
tax-filers in the United States.

The difference between the number of returns that claim
blindness exemptions, and the number of exemptions for
blindness, indicates how many returns were for two legally-
blind spouses. For the years examined, that number was
very small. The data show about 1,800 such couples for
1979 and about 500 for 1983. However, given the high
sampling variability associated with these estimates, this
change is not considered to be statistically significant.

It seems likely that the financial status of most “blind
couples” does not require tax-filing. As evidence, consider
the largér number of “blind couples” (i.e., two blind persons
married to each other) who receive SSI (Supplemental Se-
curity Income for the blind) than who file tax returns; the SSI
figure averaged about 4,000 from 1979 to 1983, although it
also declined during that period (from about 4,300 to about
3,700) [15]. Note, however, that “SS| blind couples” could
include some spouses eligible for SSI on bases other than
blindness, if the “reference individual” were blind.

Although very few blind tax-filers are blind couples, the
percentage of blind filers who are married was quite high for

1983 when compared to “all” U.S. taxfilers. Figure A
presents this comparison, using the marital status groups
recognized by the tax code. Among filers with a blindness
exemption, 61 percent were married, compared to 42 per-
cent married among all other persons filing for that year.
(1981 and 1982 data were almost identical [11].)

Figure A.—Returns with a Blindness Exemptlon Compared
with All Other Returns, by Marital Status, 1983

Returns with
Marital status a blindness Argt?}rrr'\zr
exemption
Number of returns ............. ...l 293,752 X 96,027,558

Percentage of returns by marital status:

Total . ... 100% 100%
Married® .. ... 61 42
Head of household. . ..................... . 4 9
Single? L. 36 49

1 Joint returns and returns of married persons h||ng separate|y

2 includes returns of persons fiing as a “surviving spouse,” i.e.. widowed within the 2 previous years. (These
returns comprised less than 1 percent of the total for “all other returns”; there were no surviving spouse returns
with a blindness exemption among those sampled for Statistics of Income)

NOTE: Detail may not add 1o totals because of rounding.

Source: Statistics of Income— 1983, individual Income Tax Returns.

Also shown is the category “head of household.” This
term usually refers to divorced or widowed persons residing
with dependent children, although other relationships may
be included (e.g., never married or residing with a depen-
dent parent). As expected, “head of household” was a
lower percentage among blind tax-filers than among all oth-
ers (4 percent versus 9 percent).

Finally, the category “single” includes persons who had
never married or whose marriages were terminated by
death or divorce, and who did not have resident depen-
dents .throughout the year (a few had part-year resident
dependents): 36 percent of blind tax-filers were single, com-
pared to 49 percent of all other filers.

These findings differ notably from an earlier (1976) na-
tional survey that identified “visually handicapped” persons
[16]. That study’s definition of visually handicapped is much
broader than legal blindness, but is the best that could be
found for comparative purposes. In that study, 53 percent of
visually handicapped adults aged 18-64 were married,
compared to 67 percent of U.S. adults.

Because the tax data include people 65 years and over
(who are a higher proportion of blind filers than of “all” tax-
filers, and are more likely than those under 65 to be wid-
owed and counted as single),-one would expect an even
lower percentage of the blind tax-filer group to be currently
married. The actual finding is probably explained by selec-
tion into the tax-filer category on the basis of economic
status, associated with marital status. That is, it seems likely
that poverty or dependency status is more common (and
tax-filing less common) among single. blind adults than
among single-sighted adults. This hypothesis also assumes
that the income difference is smaller when married blind.
and sighted adults are compared.
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Age, Marital Status, and Dependents

Further light is shed on family structure by data on tax
exemptions for dependents other than spouse. Since both
marital status and exemptions for dependents are related to
age, the age distribution (whether under 65 years or over) in
the blind tax-filer sample needs to be examined. A special
tabulation for 1979 provides that information.

Those data can be viewed several ways, because tax
returns may include one or both spouses who are aged,
and one or both who are blind. Thus, for 1979, there were
98,725 returns with at least one individual who was both
blind and 65 years or older, but there were 101,880 returns
claiming both the age and blindness exemptions. The latter
include situations where one spouse was either blind or
aged, but not both.

Using the “either/or” approach, 60 percent of all 1979
returns which showed a blindness exemption also showed
an age exemption. That figure is much higher than for the
general population in the same year, of whom 9 percent
claimed at least one age exemption.

Figure B shows marital status among blindness-exemp-
tion returns, compared to all other returns, according to
whether any age exemption applied. Although the age ex-
emption makes a difference in both groups, the effect is in
opposite directions and much stronger in the legally-blind
group. In that group, the percentage of married persons
was fower for those with an age exemption (45 percent)
than for those without (68 percent). Among all other tax-
filers, those with an age exemption were more likely than
those without it to be married (58 percent versus 49 per-
cent).

Figure B.—Returns With and Without a Blindness
Exemption Compared With Returns With and Without an
Exemption for Age 65 and Over, by Marital Status, 1979

Returns with a blindness
exemption— All other returns—
hslllaar‘i‘tjzl with an wi(houl'an with an without an
h ion for
for age 65 tor age €5 for age 65 and
and over and over over age 65 and over
(1) () ©) (4)

Number of returns . ............. 101,880 69,450 8,559,775 83,963,197
Percentage of
returns by marital status:

Total . . 100% 100% 100% 100%
Married' ... ... 45 68 58 49
Head of household . .......... 2 2 1 8
Single? ... 53 30 40 42

' Joint returns and returns of married persons filing separately.
2 Incluges returns of persons filing as a “surviving spouse,” i.e., widowed within the 2 previous years.

NOTE Detai may not add to totals because of rounding.
Source Unpublished lables from a special Stavstics of Income study for the American Foundation for the Blind.

Still considering Figure B, but now comparing within age
groups, it can be seen that the earlier finding of a higher
percentage married among blind tax-filers applies only
among the younger persons.

Next, the data on dependents are considered. They are
classified as: children at home; children away from home;
parents; and “others.” The 1979 analysis provides the num-
ber of exemptions in these categories; the figures cannot be
translated to the number of returns claiming each type of
dependent, since multiple categories could be used, with
multiple claims in any category.

The number of dependents was proportionately almost
twice as large in the general population as in the blindness-
exemption group: for every 100 exemptions for self or
spouse in the general population, there were 55 depen-
dents claimed, whereas for every 100 self/spouse exemp-
tions in the blindness group, 30 dependents were claimed.
The difference may exist partly because fewer blind filers
had any dependents, and partly because they had fewer
dependents when any were claimed.

Age was a major factor: 88 percent of the dependents
were claimed on the 40 percent of blindness-exemption
returns that did not claim an age exemption. Among claims
for dependents, “children at home” were the overwhelming
majority for blind tax-filers (90 percent) as they were for “all”
filers (93 percent). Considering age, in the blindness-ex-
emption group: among those with an age exemption, 96
percent of dependents were “children at home” and the
remainder were “other.”” Among those with no age exemp-
tion, 90 percent of dependents were “children at home,” 7
percent were ‘“children away,” fewer than 1 percent were
“parent(s),” and 3 percent were “other.” (Data are not avail-
able with which to make the same age comparison in the
general filing population.)

Occupation

In spite of the vital link between occupational status and
participation in the income tax system, tax forms are a weak
source for such data. The problems are covered in method-
ological papers on the Internal Revenue Service (IRS) occu-
pation coding project for 1979 data [17, 18]. The project has
yet to be completed for taxpayers as a whole, but IRS was
able to provide data for the blindness-exemption group.

For that group, besides the problem of unreliability (in-
cluding lack of specificity) in the data source, sampling error
must be considered due to the small sample size.

Furthermore, a large residual portion of blind taxpayers
had entries on their tax returns that indicated they were not
currently employed. This group included individuals with
such entries as retired, unemployed, disabled, housewife,
student, investor, or deceased. Also included in this residual
category were taxpayers with no entries for occupation
whose sources of income indicated that they were investors
(i.e., their income was primarily from investments), retirees
(i.e., income primarily from pensions), or housewives (i.e.,
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“secondary” taxpayers on joint returns with no “earned in-
come”).

The total residual category accounted for fully 75 percent
of the exemptions for blindness for 1979. Age, of course,
made a difference: 93 percent of blindness-plus-age ex-
emptions were in the residual occupational grouping (even
though 31 percent reported some “earned income"); that
compared to 50 percent of blindness-without-age exemp-
tions which were unspecified occupationally (although 93
percent reported some “earned income”).

For all these reasons, results of the 1979 analysis are
presented without drawing conclusions. In any case, no
reasonable comparative data are available with which to
assess the results. Figure C shows the occupation distribu-
tion for the 25 percent of blindness-exemption returns on
which occupation was specified. The two largest categories
were non-production laborers (28 percent) and professional
or technical workers (18 percent).

Figure C.—Returns with a Blindness Exemption and with
Occupation Determinable, by Occupation Category, 1979

Returns with
Occupation category a blindness

- . —_— o - exemption
Number of returns, total .. ... ... ... 171,330
Number with occupation category determinable .. ................ ... 43,180
Percentage of returns with occupation category determinable:
Total .. I 100%
Executive, managerial, -
administrative and SUPPOMt .. ... . ... 8

Professional and technical . . . 18

Sales  ............ DT 13
Service .................. 13
Production workers ... ... ... ... .. 12
Agriculture, foreStry and fishing .............. .. ... .. ... 8
Otherlaborers ... .. ... ... .. 28

Source: See Figure B. (Classification was based on the Standard Occupational Classification Manual, 1980, U.S.
Department of Commerce.}

Income

The “bottom line” of income tax return data concerns
income. That has two aspects: (1) “reportable” income, or
“adjusted gross income” (AGI), and (2). “taxable” income.
Figure D shows the distribution of AGI for 1983 for blind-
ness-exemption returns compared with age-exemption re-
turns and with “all” returns [19].

Overall, the differences are small, especially comparing
blindness-exemption returns to those with an age exemp-

tion. In fact, total returns were slightly more likely than either -

special group to ‘be in the lowest category, perhaps be-
cause proportionately fewer of the special groups filed as
single persons( 19 percent of all returns versus 11 percent of
blindness-exemption returns had AGI under $5,000).

In line with expectations, blindness-exemption (and age-
exemption) returns were more likely than “all” returns to be
in the low-middle categories, and “all” returns were more
likely to be in the high-middle categories. In the highest
category shown ($100,000 or more), each group had a tiny
1 percent.

Figure D.—Returns with an Exemption for Blindness or for
Age 65 and Over Compared with All Other Returns, by
Size of Adjusted Gross Income, 1983

Returns with an exemption
for '—
Size of adjusted gross income All returns
' Age 65
Blindness and over
(1) 2 3)

Numberofreturns ............ . ... ............ 96,321,310 | 293,752 11,231,204
Percentage of returns by size
of adjusted gross income:

Total ... .. 1009 100% 100%
Under $5,0002 . ... .. ...l 19 1 12
$5,000 under $10000 ... ... ... ... ... 17 26 28
$10,000 under $20,000 . ... ... 26 29 31
$20,000 under $40,000 ...................... 28 25 20
$40,000 under $100,000 ..................... 10 8 8
$100,0000rmMore .. ...l 1 1 1

¥ The number of returns with both an exemption for blindness and for age 65 and over was not tabulated for 1983.
2 Inctudes returns with no adjusted gross income.

NOTE: Detail may not add to totals because of rounding.

Source: Statisics of Income— 1983, Individual Income Tax Returns.

There is inherent interest in the upper end of AGI, and
those figures come from more reliable samples (i.e., returns
sampled at higher rates). More than 2,000 returns with the
blindness exemption reported AGI’s of $100,000 or more,
among them 36 returns that reported $1 million or more.
Those 36 returns accounted for over $62 million in AGI, and
reported over $24 million in income tax. That figure pales, of
course, before the nearly $10 billion in income taxes re-
ported by over 10,000 other filers in the $1 million-plus AGI
category. '

Overall, as expected, a lower percentage of blindness-
exemption returns compared to “all” returns showed any
tax liability (68 percent versus 81 percent). The average tax
required from those who were liable was lower than for all
taxpayers, but not by much (about $3,200 for blindness-
exemption taxpayers compared to about $3,500 for all tax-

_payers who reported a tax liability). The total amount of

income tax reported by 199,000 blindness-exemption tax-
payers for 1983 was $647.5 million, just 0.2 percent of the
U.S. total.

DISCUSSION

Blind persons who file tax returns are not representative
of all who are blind. They consist disproportionately of those
who are economically more favored, either because of their
own earnings, or by virture of inherited wealth, or by mar-
riage. Because these income sources cannot be disentan-
gled, it is not possible to tell whether national policy
designed to improve occupational opportunity for people
with disabilities is having an effect in terms of increased

contributions by blind persons to tax revenue.

It is clear that the income tax of blindness-exemption
taxpayers in recent years far outweighed (i.e., was more
than double) the dollar-of-tax value of the additional exemp-
tion they were allowed. Another intriguing way to look at
their contribution to tax revenue is to compare it with the
Federal SSI dollars paid out in income support for less fortu-
nate blind persons. For 1983, the tax:attributable to blfind-




Legally-Blind Tax Filers, 1983 57

ness-exemption filers ($647.5 million) was almost four times
as large as the $169.9 million in 1983 Federal “SSI-Blind”
payments [15]. (A similar ratio held for other years exam-
ined, i.e., 1979-1982.)

What will be the effect of the change in tax law removing
the blindness exemption? The Price-Waterhouse analysis
referred to earlier shows that there will be an increased tax
burden for some, especially if they are also elderly and
single with AGI under $22,000 or, if married, with joint in-
come of $25,000 to $30,000.

What no one can assess with even reasonably current
data is the realistic burden of added dollar costs of being
blind, for those with earned or other reportable income. A
study designed to obtain such data was recently begun as
a joint effort of the Mississippi State University Research and
Training Center on Blindness and Low Vision, and the
American Foundation for the Blind [20].

In closing, it is interesting to focus on the intriguing
though small group of blind persons who are among the
top U.S. income producers. In light of the general move-
ment toward client initiative and control in the rehabilitation
process, that group could be a source of useful insights.
What are the rehabilitation goals, and specialists’ roles,
when clients have the wherewithal to buy what they want?
Put another way, what would the content and process of
rehabilitation be like if, instead of clients’ having to establish

eligibility for free or greatly subsidized services, they could
purchase the mix they desired? The authors suspect that a
study of the wealthy few, who as seen from this analysis do
exist, would give clues to the broader questions of client
control emerging in the field.

DATA SOURCES AND LIMITATIONS

Statistics of Income data are based on a sample of indi-
vidual income tax returns. Because the number of returns
filed is mammoth (over 96.3 million for 1983), it is not feasi-
ble, nor for most purposes necessary, 10 use the total. How-
ever, the relatively low number of tax returns claiming
blindness exemptions yields a subsample too small for de-
tailed analysis. For information about SOl samples used for
the statistics in this article and the magnitude of sampling
error, see Statistics of Income—Individual Income Tax Re-
turns for 1979 and 1983 [11].

For this report the following were used:

¢ published and unpublished data from routine IRS tab-
ulations, which include very few items for those with
the blindness exemption; and

e a special tabulation of 1979 data by IRS under con-
tract to the American Foundation for the Blind (AFB).
Such analyses are costly, requiring AFB to restrain its

request. The year 1979 was chosen mainly because
IRS undertook the challenging task of attempting to
code occupation for that year as a feasibility study,
based on information reported on the tax return; also,
the sample was larger than for more recent years,
when it was reduced due to budget constraints.

Printed instructions to tax-filers stated that if blindness
were present on the last day of the tax year, the exemption
applied to the entire year. “Completely blind” persons were
asked to simply attach a statement to that effect; those who
were “partially blind” needed a certified statement from an
“eye physician or registered optometrist” submitted each
year unless the “examining eye physician” certified that the
eye condition would never improve, in which case only a
statement referring to this certification had to be filed with
later years' returns [21]. The data therefore refer only to tax-
filers and their spouses who submitted evidence of their
blindness.

it must be emphasized that tax returns cannot be used to
estimate the prevalence of legal blindness. For the years
studied in this article, the number of blind tax-filers excluded
the following categories of legally-blind people, whose num-
bers may be substantial:

» people who did not file because their income was too
low or came entirely from sources that did not have to

be counted (notably, veterans' benefits or welfare ben-
efits);

* people claimed as dependents, other than a spouse:
dependent children, parents or other relatives of a tax-
filer were not separately identified on the tax return as
blind.

There were other excluded groups of legally-blind people
which, based on speculation, were very small:

¢ people who did not know that they could qualify or
who were unable to obtain the required proof;

¢ people who filed but chose not to take the blindness
exemption. Their reasons may have included concern
about negative consequences that outweighed any
economic benefit; philosophic objections to the privi-
lege; or sufficient wealth to forego the economic bene-
fit; and finally,

* people who illegally failed to file (not necessarily “wiil-
fully” e.g., they may have been too ill).

in contrast to possible exclusions of eligible blind tax-
filers, it should be noted that the reverse situation (inclusion
of ineligible persons) was also possible, though unlikely in
view of the serious consequences for a small benefit.



58 Legally-Blind Tax Filers, 1983

ACKNOWLEDGMENTS

The authors wish to thank Michael Strudler, economist,
and Peter Sailer, Chief, Individual Special Projects Section,
Statistics of Income Division, IRS, for the tabulations and for
critical reviews of this article and an earlier draft of it; Scott
Marshall, Esq., American Association of Retired Persons;
and Steven Mendelsohn, Esq., consultant; also, at the
American Foundation for the Blind, William F. Gallagher,
Executive Director; Irvin Schloss, Director of Governmental
Relations; and Michael Neuschatz, former Senior Research
Associate.

NOTES AND REFERENCES

(1] Irwin, Robert B., Economic Parity of the Blind through
Federal Legislation, American Foundation for the
Blind, New York, New York, (no date).

[2] Koestler, Frances A The Unseen Minority, American
Foundation for the Blind, 1976.

[3] Lende, Helga, Federal Legislation Concerning Blind

. Persons in the United States and Insular Possessions,

_ Research Series No.1, American Foundation for the
Blind, 1958.

[4] Partos, Ferencz, and Kirchner, Corinne, “The Ran-
dolph Sheppard Business Enterprise Program: Pro-
gram Characteristics,” Journal of Visual Impairment
and Blindness, 1986.

(5] New York Department of .Social Welfare, Budgetary
Needs of Employed Blind Persons in New York State,
1944, .

[6] Raskin, Nathaniel J., “A Study of the Living Expenses
of Blind Persons,” Research Series 4, American Foun-
dation for the Blind, 1955.

[7] U.S. Congress, Joint Committee on Taxation, Sum-
mary of Conference Agreement on H.R. 3838 (Tax
Reform Act of 1986), August 29, 1986.

[8] U.S. Department of the Treasury, internal Revenue
~ Service, Statistics of Income— 1983, Individual Income
“Tax Returns, 1985.

[9] Unpublished study conducted for the American Foun-
dation for the Blind.

[10] American Found-ationv for the Blind, “Tax Bill Penalizes
Blind Taxpayers,” AFB News, 1986.

[11] See U.S. Department of the Treasury, Internal Revenue
Service, Statistics of Income—Individual Income Tax
Returns, for these years.

[12] Kirchner, Corinne, Data on Blindness and Visual Im-
pairment in the U.S., American Foundation for the
Blind, 1985, pp 3-11.

[13] National Society to Prevent Blindness, Vision Prob-
lems in the U.S., 1980.

(14] For Canadian data, see Jung, Ann, and Turner,
Rodger, "Family Statistics from the Personal Income
File,” Statistics of Income and Related Administrative
Record Research: 1983, Internal Revenue Service,
U.S. Department of the Treasury, 1983.

[15] See U. S. Department of Health and Human Services,
Social Security Administration, Social Security Bulletin, -
Annual Statistical Supplement, for these years.

[16] See Kirchner, op. cit., for a fuller description of the
- study.

[17] Crabbe, Patricia,-Sailer, Peter, and Kilss, Beth, “Occu-
pation Data from Tax Returns: A Progress Report,’
1983 Proceedings of the American Statistical Associa-
tion, Section on Survey Research Methods.

[18] Sailer, Peter, Orcutt, Harriet, and Clark, Phil, “Coming
Soon: Taxpayer Data Classified by Occupation,” Statis-
tical Uses of Administrative Records: Recent Research
and Present Prospects, Volume 1, Internal Revenue
Service, U.S. Department of the Treasury, 1984,

[19] In Statistics of Income—1983, Individual Income Tax
Returns, the data are published in more detailed in-
come-size categories. Adjacent size classes were
grouped for this article if they shared a pattern of in-
crease or decrease across the three types of returns
being compared. Unfortunately, data were not availa-
ble with which to make the age comparisons within the
blindness-exemption group. ‘

[20] The authors may be contacted for additional informa-
tion about this study.

[21] See U.S. Department of the Treasury, Internal Revenue
Service, Your Federal Income tax and Tax Guide for
Small Business. (Recorded versions of these publica-
tions are available in braille on cassette from the Na-
tional Library” Service for the Blind and Physically
Handicapped.)




Selected Statistical Series, 1970-1987

Table

1 - Individual Income Tax Returns: Selected Income and Tax ltems,
for Selected Years, 1970-1985 ... ... ...ttt erarreennnnns

2 - Individual Income and Tax Data, by State, 1985 ......................

3 - Number of Individual Returns, Income, Tax and Average Tax, by Size
of Adjusted Gross Income, Tax Years 1982-1985 ...........ccvevevunn.

4 - Nonfarm Sole Proprietorship Returns: Selected Income and
Deduction Items, for Selected Years, 1970-1985 ...........cccvvvvnn..

5 - Partnership Returns: Selected Income Statement and Balance Sheet
Items, for Selected Years, 1970-1985 . ... ... .........cciiiierrnnnnnn

6 - Number of Business Income Tax Returns, by Size of Receipts and
Assets, for Selected Years, 1970-1985 ... ... ke aeiae e

7 - Corporation Income Tax Returns: Balance Sheet, income
Statement, and Tax items, for Selected Years, 1970-1984 ..............

8 - Corporation Income Tax Returns: Selected Balance Sheet, Income
Statement, and Tax Items, by Industrial Division for Selected
Years, 1970-1984 . ... ...t iiiiieeennorennctoennernananennns

9 - Crude Oil Windfall Profit Tax Before and After Adjustments,
by Quarter, 1980-1986 ............cciiiiiiioriorenrrnnnnnannennns

10 - Gross Internal Revenue Collections: Amount Collected,
by Quarter and Fiscal Year, 1983-1987 ...........vviiiinernnnnnnnnns

11 - Internal Revenue Refunds: Amount Refunded,
by Quarter and Fiscal Year, 1983-1987 . .......ccvvvevrnnnennnnneenns

12 - Classes of Excise Taxes, by Selected Fiscal Year, 1970-1987 ........ e

13 - Selected Returns and Forms Filed During Selected Calendar Years,
1970-1987 ............... it

14 - Taxpayers Receiving Assistance, Paid and Unpaid,
by Tax Year of Return, 1983-1986 ............ctttiieenmnnnncereanns

Notes to Selected Statistical SeriesTables ...........coviiiiiieeneennnn

NOTICE

The data on the following pages are the latest and most accurate

available at time of publication. However, they are subject to continu-
ous revision as more information becomes available. Data labeled
as preliminary should be used with caution.

Page

60
61

64

66

66

67

68

70

72

73

73
74

75

75
76

59



60

Selected Statistical Series 1970-87

Table 1.—Individual Income Tax Returns: Selected iIncome and Tax ltems for Selected Years, 1970-1985
[All figures are estimates based on samples—money amounts are in thousands of doltars]

Item 1970 1975 1980 1983 1984 . 1985
(1) 2 3 “ 5 (6)
ANreturns ........cciveiinnnnnnreanens 74,279,831 82,229,332 93,902,469 96,321,310 99,438,708 101,660,287
Form 1040 returns . . . ... .. e 74,279,831 54,527,726 57,122,592 61,211,264 64,533,502 67,006,425
Form 1040A returns . ............. ..., N/A 27,701,606 36,779,877 19,453,863 18,431,641 18,124,702
Form 1040EZ returns . .................... N/A N/A . NA 15,656,183 16,473,565 16,529,160
Adjusted gross income (AGl) ............ 631,692,540 947,784,873 1,613,731;497' |~ 1,942,589,865' 2,139,904,356" 2,305,951,483"
Salaries and wages:
Numberof returns . .............. - 66,965,659 73,520,046 83,802,109 . 83,120,588 85,925,617 87,198,001
AmMount .. ... 531,883,892 795,399,462 1,349,842,802 1,644,572,655 1,807,137,587 1,928,200,978
Interest received: - - :
Number of returns . ................. 32,630,355 40,378,240 49,019,575 57,076,334 62,059,703 64,526,434
AMOUNt .. ... o e 22,021,267 43,433,554 102,009,444 153,805,163 176,369,305 182,109,194
Dividends after exclusion: X
Number of returns . ............... .. 7,729,939 8,853,491 10,738,982 13,326,556 14,259,407 15,527,579
AMOUNt ..o 15,806,924 21,892,126 38,761,253 48,556,703 48,640,734 55,046,351
Business or profession net income less loss: R
Number of returns .................. 6,159,985 7,242,542 8,881,119 10,682,124 11,237,218 11,900,341
AMOUNt .. 30,554,201 ‘39,421,478 55,129,154 60,359,154 70,766,610 78,772,577
Net capital gain less loss: ’
Number of returns .................. 7,962,663 7,574,823 . 9,970,921 10,917,709 12,558,688 11,125,595
AMOUNt .. oo 9,006,683 14,071,893 30,029,074 49,407,678 54,519,368 67,694,001
‘Pensions and annuities in AGl: .......... ' ’
Number of returns .. ................ 3,249,558 5,088,937 7,373,704 10,120,721 11,551,051 13,133,295
AMOUNE ..o 7,878,808 20,886,871 43,339,736 69,813,961 80,447,934 95,096,003
Rents and royalties net income less loss: : ' . '
Number of returns . ........... ... ... 6,557,498 7,143,812 8,208,132 8,643,803 9,100,525 9,970,604
AMOUNt .. .ot 3,232,817 5,202,078 4,105,381 —5,387,351 -9,482,800 -12,963,727
Partnerships and S Corporations: L
. Numberof returns .............. R n.a. na. - n.a. 4,867,695 5,203,592 5,487,671
AMOUNt ..o 12,637,912 . 12,811,091 10,099,346 - 527,556 - 2,268,204 -2,526,591
Farm net income less loss: '
Numberof returns .................. 3,026,530 2,755,041 2,608,430 2,710,044 2,694,420 2,620,861
o SAMOUNt L e 2,788,713 . 3,563,325 _~-1,792,466 . =9,294,484 - 13,095,506 _ =12,005,483 _
Total statutory adjustments: .
Numberof returns .................. 6,370,552 9,024,255 13,148,919 34,837,711 37,025,796 37,763,418
AMOUNt ... 7,665,251 15,101,999 28,614,061 81,393,011 89,745,075 95,082,299
Individual Retirement Arrangements: : ) : : :
Number of returns . .. .............. N/A 1,211,794 2,564,421 13,613,167 15,232,856 16,205,846
AMount ... N/A 1,436,443 3,430,894 32,060,627 35,374,424 38,211,574
Self-employed retirement (Keogh):
Number of returns . ... ............. 591,655 595,892 568,936 656,038 648,958 675,822
AMOUNE ..ottt 847,692 1,603,788 2,007,666 2,937,980 4,072,409 5,181,993
Married couple who both work: : ) ‘ _
Number of returns .. ............... N/A N/A N/A 22,557,433 24,126,180 24,835,278
AMOUNt ..o N/A ~N/A N/A 19,762,365 22,407,621 24,614,983 -
Exemptions: )
Number of exemptions . ................. 204,126,402 212,202,596 227,925,098 ‘234,390,944 240,886,327 244,180,202
Number, age 650rover ................. 8,904,331 9,937,208 11,847,168 14,819,860 15,890,548 16,748,810
Total deductions: : -
Numberof returns . ..................... 73,862,448 81,585,541 88,491,251 90,816,724 94,855,579 196,848,626
AMOUNt ... 120,549,755 233,181,778 346,000,155 448,667,194 499,585,197° 554,733,523°
Itemized deductions: . .
Number of returns .. ... .. e - 35,430,047 26,074,061 28,950,282 35,230,292 38,203,092 39,848,184
Totald ... 88,178,487 122,260,601 218,028,139 309,633,773" 358,876,015 405,023,525
Medical and dental expense ............ 10,585,749 11,422,312 14,972,082 18,074,335 21,450,276 22,926,214
Taxespaid ..........ccoiiiiiiaa. 32,014,673 44,141,289 69,404,275 99,750,645 115,245,288 128,084,618
Interestpaid ............. ... ...... 23,929,477 38,885,282 91,187,006 134,691,655 158,176,338 180,094,578,
Contributions . ....................... 12,892,732 15,393,331 25,809,608 37,677,955 42,119,812 147,962,848
Taxable income: ) '
Numberofreturns . ..................... 58,593,598 65,852,602 88,104,696 90,816,724 g 94,178,183 96,124,046
Amount ......... e 401,154,285 595,492,866 1,279,985,360 1,544,872,497 1,701,365,731 1,820,740,833 -
Income tax before credits: ' .
Numberofreturns ...................... 59,596,755 65,854,734 76,135,819 80,610,882 84,440,481 85,994,216
AMOUNt ... 84,156,695° 132,452,044 256,294,315 279,841,890 306,686,024 332,165,333
Total tax credits® ..... et 369,610 8,069,846 7,215,839 8,190,737 9,263,308 10,248,044
Childcarecredit. ....................... N/A N/A 956,439 2,051,462 2,648,834 3,127,702
Credit for the elderly and disabled. 167,656 128,968 134,993 116,324 107,002 108,642
Residential energy credit . ............... - N/A N/A 562,141 549,024 645,093 811,675
Foreign tax credit . . .. .. P 169,623 381,985 1,341,675 617,749 738,014 782,561
Investmentcredit ................... .. .. 30,554 1,593,150 3,288,415 4,161,453 ® ®
General businesscredit ................ .. N/A N/A - N/A N/A 4,183,101° 4,791,132
Income tax aftercredits ................. 83,787,323 124,382,197 249,078,475 271,651,153 297,422,715 321,917,289
Total income tax:’ . ‘
Numberofreturns ...................... 69,317,371 61,490,737 73,906,244 78,016,323 81,639,509 82,846,420
AMOUNt ..t 83,909,311 124,526,297 250,341,440 * 274,181,323 301,923,057 325,710,254

See notes following Table 14.
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Table 2.—Individual Income and Tax by State, 1985
[Money amounts are in thousands of dollars, except as indicated]
Salaries and wages Dividends after exclusion
State Number of Number ot‘ Adjusted grg?s Number of Nomber of
eturns ti i e umber of umber o
retur exemptions income (AG!) ol Amount il Amount
(1) (2) @) 4) (5) (6) 7
United States, total® .................. 102,036,652 243,517,639 2,289,333,273 86,765,245 1,907,207,188 15,292,589 54,501,292
Alabama . .......... .. ... oo, 1,502,320 3,791,184 29,792,629 1,319,204 25,496,983 141,097 424,374
Alaska . ........... i 239,485 551,350 6,709,015 211,776 6,148,812 58,005 67,651
Anizona . ... 1,345,779 3,300,597 29,175,457 1,123,168 23,702,061 203,441 877,853
AMKanNsas ....... ... 868,641 2,230,807 15,671,527 725,792 12,786,269 73.360 351,055
California ......... ... .. .. .. ... .. ... 11,690,766 28,124,384 285,099,616 9,913,297 236,876,713 1,685,053 6,522,933
Colorado .......... ... .. ... . i, 1,429,529 3,293,362 32,669,107 1,227,161 27,937,055 234,331 652,128
Connecticut . ....... ... L il 1,564,414 3,434,654 42,423,575 1,344,878 35,344,548 326,256 1,301,743
Delaware ......... ... . .. . i 284,096 655,601 6,656,455 246,023 5,494,290 57,760 236,395
District of Columbia ..................... 323,516 661,718 7,678,038 279,855 5,948,130 45,729 271,449
Florida ........ ... ... ... ... . ... 5,113,216 12,029,660 110,592,618 4,072,507 79,725,233 917,502 5,032,163
Georgia . ... 2,466,881 5,882,082 53,219,457 2,212,499 46,490,951 257,233 1,041,890
Hawaii ......... ... ... . . . . ... 470,745 1,071,202 9,965,599 405,999 8,257,681 72,014 196,822
Idaho ....... ... ... il 368,102 987,500 6,778,237 303,125 5,677,240 47,184 131,054
inois ........ ... . 4,898,447 11,761,660 114,930,358 4,148,726 96,045,032 837,830 2,878,368
Indiana ........ ... . ... o oo 2,269,312 5,647,605 47,847,966 1,931,536 40,617,917 292,204 850,671
fowa ...... ... 1,157,910 2,897,819 21,649,845 906,220 17,452,230 183,728 421,237
Kansas ................. i 1,029,151 2,533,827 22,209,614 844,969 18,012,290 156,445 425,694
Kentucky ................ .. ... ... ... 1,365,573 3,374,903 26,245,224 1,154,294 21,936,121 139,281 476,551
Louisiana ......... ... ... ... 1,651,210 4,243,719 33,775,929 1,442,740 28,741,981 166,503 541,756
Maine ......... .. ... 496,958 1,166,453 9,400,931 425,567 7.591,413 67,744 257,524
Maryland . ... .. .. ... . 2,071,335 4,686,118 52,204,588 1,812,857 44,035,742 327,920 1,049,781
Massachusetts ......................... 2,763,052 5,988,126 67,079,152 2,387,759 55,276,312 477,422 1,783,522
Michigan........ ... .. ... ... ... 3,811,358 8,989,636 90,454,156 3,258,186 77,854,219 701,357 1,862,198
Minnesota . . .......... ... . ... e 1,807,019 4,299,555 39,845,208 1,517,860 33,926,477 311,976 889,861
MissisSIpPl .. .. 912,133 2,414,576 15,706,333 805,026 13,517,940 71,632 193,799
Missouri ... . 2,092,886 5,034,860 44,583,142 1,750,921 36,910,161 301,663 1,050,105
Montana ....... ... .. .. ... ... 336,317 834,452 5,699,273 265,605 4,667,357 54,540 135,327
Nebraska .............. ... .. ... ..... 671,906 1,662,387 12,664,338 540,479 10,403,161 100,632 241,774
Nevada................ . ... ... ..., 447,300 1,003,986 9,920,535 388,597 8,228,363 50,206 209,420
New Hampshire ......... . ... ... ... .. 482,280 1,089,085 11,269,923 422,565 9,349,827 75,631 279,983
Newdersey ........................... 3,761,376 8,690,707 97,712,290 3,261,888 82,048,025 743,235 2,359,141
NewMexico ................ ... ....... 592,004 1,499,111 11,286,088 508,794 9,485,710 72,833 218,196
NewYork ............ ... ... it 7,599,062 17,728,702 191,010,243 6,466,537 153,720,835 1,372,927 5,824,527
NorthCarolina ......................... 2,631,981 6,176,203 52,273,759 2,345,380 44,355,272 295,146 1,007,615
NorthDakota .......................... 277,534 698,582 5,012,375 214,888 3,876,022 33,758 60,521
Ohio ... 4,522,356 10,744,854 98,758,980 3,852,617 83,641,629 698,454 2,217,155
Oklahoma . ......... ... .. .. ...o.u.. 1,270,187 3,182,298 26,729,611 1,058,660 21,983,988 130,699 440,882
Oregon . ...t 1,125,636 2,708,919 22,581,647 919,429 18,339,641 169,198 478,738
Pennsylvania .......................... 5,080,316 11,831,831 108,639,922 4,232,422 88,472,818 866,319 2,951,883
Rhodelsland ............. ... .......... 437,677 971,493 9,247,446 379,489 7,591,804 64,423 221,750
SouthCarolina ......................... 1,312,269 3,184,507 25,492,279 1,175,198 21,732,727 130,017 531,153
SouthDakota .......................... 283,464 718,267 4,412,359 219,701 3,557,850 37.734 76,978
Tennessee ................. . ... 1,916,200 4,618,197 37,621,098 1,679,825 32,397,446 177,681 528,567
TeXas . ..o 6,674,213 16,713,764 152,848,699 5,825,994 130,511,409 750,008 2,925,762
Utah ... 595,132 1,675,212 12,527,658 515,813 10,847,275 71,495 206,143
Vermont . .......... .. .. 230,560 532,250 4,520,884 196,614 3,656,318 41,327 157,690
virginia . ... ..o 2,501,799 5,737,420 59,423,203 2,205,148 50,234,999 382,124 1,166,550
Washington .......... ... ... .. oL 1,904,811 4,490,053 42,364,707 1,594,751 35,040,732 301,960 871,606
West Virginia ................ ... ... .... 664,164 1,676,134 13,111,266 558,441 10,871,932 77,438 237,743
Wisconsin ............ ... ... ... 2,016,621 4,800,571 41,796,409 1,703,382 35,305,589 320,002 877,747
Wyoming ............ ... .. 206,580 518,664 4,451,079 177,089 3,860,341 28,950 95,195
Otherareas® . ...............ccoiiii.n. 501,073 1,077,032 5,593,426 283,994 11,222,317 91,182 390,669
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[Money amounts are in thousands of dollars, except as indicated)
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Interest . Unemployment ‘compensation in AGI Itemized deductions
St Number of Number of Number of Total P
umber 0 umber o umber o otal amount
returns Amount returns Amount returns deductions (whole
. dollars)
8) ) (10) () (12) (13) (14)
United States, total® 64,128,149 180,493,925 4,770,065 6,418,459 40,534,024 408,903,939 10,088
Alébama .............................. 765,686 1,766,350 79,310 64,937 572,878 i 4,737,252 8,269
Alaska............. .. ... o il 152,544 . 296,556 27,312 57,382 95,202 1,159,801 12,183
Arizona . ......... e 812,517 2,680,120 44,129 38,593 . 614,148 6,206,059 10,105
ArKaNsas . ... 457,588 1,423,928 39,424 40,194 275,331 2,292,970 8,328
California .......... ... ... ... ... .. 7,274,117 ) 23,561,347 580,295 766,005 5,170,307 66,832,625 12,926
Colorado ...y e 944,278 2,470,841 54,044 77,680 677,930 7,338,311 10,825
Connecticut . ............ ... .. . .. 1,155,680 2,972,787 79,621 93,480 615,533 6,797,622 11,043
Delaware ................. .. . .. 176,182 409,542 11,828 13,253 118,135 1,175,103 " 9,947
District of Columbia . ................. ... 162,552 452,279 5,967 9,431 131,289 1,515,480 11,543
Florida ........... e I 3,046,944 ) 13,112,891 98,044 120,556 1,771,897 17,890,437 10,097
Georgia ........ L 1,233,743 2,963;548 97,915 79,052 917,376 9,290,535 10,127
Hawaii ......... .. ... . .. ... ... ... 348,696 746,022 19,411 27,229 196,765 2,035,206 10,343
Idaho . ... ... .. 232,635 661,638 24,373 31,852 150,262 1,347,419 8,967
linois . .................. ... ... .. ... 3,310,375 9,653,079 240,645 403,718 1,908,007 17,848,162 9,354
Indiana ......... e e 1,427,858 3,617,614 101,937 ‘97, 196 789,482 6,509,967 8,246
Towa ............ T B 854,734 2,688,871 58,460 72,259 467,953 3,781,530 - 8,081
Kansas ............. e R 685,722 2,149,539 42,514 55,072 426,219 3,801,243 8,919
Kentucky . 747,707 1,988,702 75,435 77,211 496,706 3,997,368 8,048
Louisiana ........ N 861,464 2,472,406 87,076 152,363 559,869 5,284,920 9,440
Maine ............... N 319,111 644,942 22,763 23,489‘ 156,783 1,288,714 8,220
Maryland~ ........ O 1,345,764 3,072,231 74,413 95,339 998,117 10,706,321 10,727
Massachusetts . . 2,011,104 4,638,850 130,185 209,767 1,119,704 11,023,032 9,845
Michigan. .. .. . .7 LT 72571216 7 5,729,871 266,502 “373,988 - 1,795,574 15,934,531 - ~ 8,874
Minnesota . . : _ 1,316,554 3,211,713 96,234 165,316. 893,601 8,747,893 9,789
Mississippi ... ... - 410,129' 1,076,536 37,452 35,953 269,415 2,320,882 8,615
- Mi§souri ........... I 1,322,890 3,933,501 86,788 79,957 * 764,813 6,573,391 8,595
Montana ............ ... .. ... e - 228,381 701,167 17,584 23,402 125,703 1,024,204 8,148
Nebraska . ...... L 465,724 1,417,109 21,802 22,699 232,798 2,039,095 8,759
Nevada.................... PP 243,255 820,044 22,773 28,927 161,275 - 1,709,237 10,598
New Hampshire ............ .. ... ... ... . 336,489 741,751 18,629, 17,021 162,489 1,565,362 9,634
New Jersey .............. ... .. .. L 2,563,201 6,796,402 176,136 294,42;1 1,535,872 16,003,537 10,420
New Mexico ......... . PV 322,119 871,399 16,475 20,574 198,988 1,766,751 8,879
NewYork ........... ... ... ....... N 5,253,324 . 156,745,400 313,802 480,260 3,625,617 40,594,016 11,196
North Carolina .............. O 1,412,478 3,087,340 136,899, 105,532 1,005,113 8,691,665 8,647
NorthDakota ....................0..... A 198,108 602,934 12,893, 19,894 83,395 676,576 8,113
Ohio AAAAAAAAA e S 2,92'7,721 7,077,170 246,591, ° 369,471 1,676,453 15,068,057 8,988
OKlahoma ... ....... ... .. ... ... ..... 723,597 2,353,356 45,052 60,190 - 522,964 5,101,855 9,756
Oregon . ... ... . . 748,120 2,118,387 77,439 110,796 505,288 4,651,105 9,205
Pennsylvania 3,503,798 8,402,655 .~ 352,966 533,362 1,828,738 15,611,913 8,537
Rhode Island ' 288,652 ° 694,992 29,238 36,783 159,951 1,430,045 8,941
South Ca;olina ........ ........ e 657.467 1,422,657 '64:005 52,435 ' 521,496 4,445,488 - 8,524
SouthDakota ................. ... ..... 189,136 585,398 6,385 6,100 73,147 589,157 8,054
TeNNeSSee .. .........ccoiiiiiii . 985,965 2,503,609 81,026 71,307 548,513 4,854,654 8,851
TEXAS . .o e 3,556,367 12,227,548 179,733 264,917 2,199,969 24,198,890 11,000
Utah ... 383,493 762,914 25,315 35,921 296,108 2,940,028 9,929
Vermont . .... o ............. e 155‘,'572 343,959 9,972 11,295 79,837 - 666,430 8,347
Virginia ... .. 1,497,741 3,569,717 84,542 75,235 1,038,930 10,807,687 10,403
Washington ... .. .. BT 1,267,575 "+ 3,589,300 127,044 197,792 740,598 6,994,387 9,444
West Virginia ............. e 399,037 905,931 49,176 71,478 183,515 1,509,283 8,224
Wisconsin .. ... . .. oL N 1,491,953 " 3,487,406 157,808 225,368 879,580 7.840,849 8,914
WYOMING o oo " {34758 375,422 10,111 13,571 74,729 | 660,077 8,833
Otherareas®. .......................... 246,328 994,254 4,592 8,433 119,662 1,026,817 8,581
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{Money amounts are in thousands of dollars, except as indicated]

Tax liability Earned income credit
State Total tax Average tax Number of Amount In excess of tax liability
(whole returns
Nll:‘;?\?rer\'So' Amount dollars) N:;‘m'sof Amount
(15) (16) (7 (18) (19) (20) (21)
United States, total® .................. 86,286,765 336,638,438 3,901 6,495,867 2,090,876 4,736,940 1,503,574
Alabama . ....... ... .o 1,234,809 3,956,744 3,204 169,035 56,123 127,030 41,325
AlaSKa . . ... 208,425 1,125,183 5,399 8,901 2,641 5,751 1,676
AMZONA . ..ottt 1,132,988 3,972,149 3,506 87,339 28,142 65,278 21,077
ArKANSAS .. ... 709,928 2,026,688 2,855 97,389 32,022 70,204 22,537
California .......... ... .. i 9,873,659 41,509,259 4,204 770,874 253,006 607,882 198,898
Colorado .........c..iiiiiiiiiiian 1,227,267 4,671,671 3,807 68,384 21,799 48,126 15,071
Connecticut . ........... .. i 1,380,705 7,236,579 5,241 40,245 12,383 27,578 8,492
Delaware .............. ... 244,965 963,645 3,934 16,429 5,187 11,731 3,705
District of Columbia ..................... 274,150 1,239,060 4,520 26,545 8,578 20,766 6,614
Florida ......... . .o, L 4,311,934 17,309,605 4,014 361,949 118,082 260,176 83,406
GEOrgIa .. .ot 2,075,406 7,448,554 3,589 224,228 73,205 165,596 53,159
Hawaii .........c.oiiiiiiiiia., 401,174 1,303,224 3,249 18,857 5,533 11,961 3,530
Idaho ... . .o 303,646 869,196 2,863 28,404 9,138 19,640 6,077
MiNOIS . ... 4,141,252 17,976,907 4,341 268,763 85,297 202,017 63,365
Indiana ........... ... i 1,893,474 6,782,894 3,582 131,973 41,893 93,832 29,437
IOWA it 962,066 2,953,145 3,070 64,641 20,056 41,104 12,062
Kansas .. ......ccoiiiniiniiniine. 876,079 3,282,505 3,747 51,232 15,986 34,126 10,433
Kentucky ......... ... . i 1,129,516 3,554,275 3,147 123,824 40,205 85,701 27,172
Llouisiana ............ ... o i 1,334,466 4,939,564 3,702 193,948 62,992 149,596 47,595
Maine .......... . i 418,586 1,213,017 2,898 30,640 9,674 20,470 6,268
Maryland ...... ... ... .. oo 1,803,370 7,692,329 4,210 97,083 30,733 69,522 21,805
Massachusetts ...................... ... 2,429,049 10,437,996 4,297 86,330 27.038 59,438 18,496
Michigan........... .. ...t 3,231,427 13,182,862 4,080 166,057 52,108 119,770 36,888
Minnesota . . .......... ... i 1,545,926 5,348,224 3,460 76,397 23,770 49,637 14,598
MisSiSSIPPI . ... 712,728 1,976,204 2,773 153,503 51,408 121,788 39,699
MISSOUN ... vt 1,763,314 6,552,970 3,716 135,813 43,270 94,744 29,515
Momtana ........... i 268,490 770,390 2,869 25,146 7.870. 17,046 5,106
Nebraska .........c..cviiiiiiiiinann 561,426 1,775,814 3,163 37,986 11,802 24,678 7,251
Nevada...... ... i 381,875 1,663,510 4,068 23,367 7.427 16,851 5,340
New Hampshire . ....................... 421,106 1,722,935 4,091 15,860 4,879 10,159 3,128
Newdersey .............oiiiinnnn 3,325,880 15,651,270 4,706 163,229 51,501 116,637 37.058
NewMexico .............ciiiiiinan. 473,230 1,506,950 3,184 59,744 18,893 45,871 14,314
NewYork ... ... ... .. i 6,608,820 29,145,630 4,410 463,410 149,680 340,176 108,351
NorthCarolina ......................... 2,211,229 6,825,591 3,087 221,929 70,895 153,344 48,431
NorthDakota .......................... 231,934 703,830 3,035 16,687 5,137 10,295 2,948
ONIO .o 3,833,072 13,846,667 3,612 231,748 72,976 165,751 51,412
Oklahoma . .......... .. iiiiiin., 1,054,424 3,893,491 3,693 98,276 32,230 69,939 22,301
Oregon . ... 940,441 2,941,654 3,128 65,767 21,134 46,902 14,716
Pennsylvania .......................... 4,305,413 15,779,964 3,665 251,340 79,105 174,960 54,345
Rhodelsland ............. ... ... .. ... 376,079 1,282,375 3,410 20,266 6,393 14,486 4,543
“SouthCarolina ......................... 1,086,126 3,203,622 2,950 127,138 41,666 93,590 30,266
SouthDakota ....................... ... 227,224 604,270 2,659 22,757 7,051 14,361 4,139
TENNESSE. . ... .ot 1,586,484 5,292,230 3,336 181,252 59,134 131,930 42,039
TEXAS ..o i i 5,573,454 24,966,454 4,480 547,734 179,357 411,425 133,507
Utah ... ... 494,376 1,484,548 3,003 32,128 10,205 22,873 7,118
Vermont .. ..o s 197,844 600,289 3,034 12,481 3,876 8,009 2,404
Virginia .. ... 2,163,021 8,503,133 3,931 131,327 41,702 90,630 28,663
Washington ............. ... ... ... ... 1,621,666 6,151,065 3,793 90,636 28,624 65,046 20,177
West Virginia ............. .. ... . ... 551,960 1,744,800 3,161 56,063 17,704 40,093 12,636
WISCONSIN . ..ot 1,697,214 5,492,993 3,236 88,079 27,352 59,559 7.730
WYoming . ........oviiiiieinnaninan 173,390 680,184 3,923 11,079 3,489 7.572 2,331
Otherareas® .. ........coovevrunuunnnnn. 300,278 1,090,330 3,631 1,655 515 1,293 ) 420

See notes following Table 14.
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Table 3.—Number of Ihdividual Returns, Income, Tax, and Average Tax By Size of Income, Tax Years 1982-1985
[All figures are estimates based on samples—money amounts are in thousands of dollars)

Number dj .
Size of adjusted returnls)elo?—f— grossAini:lf:: {AGI) Taxable income
gross income
1982 1983 1982 1983 1982 1983
) @) ) 4 ) (6) .
Total ..........ccciiiviiiniinnnn, 95,337,432 96,321,310 1,852,135,465 1,942,589,865 1,473,348,899 1,544,872,497
Lessthan $1,000° ... ................... . 3,412,105 3,415,113 ~22,324,833 —25,592,802 29,646 75,549
$1,0000under $3,000 .................... 7,573,825 7,253,408 15,122,101 14,482,816 6,717,217 6,757,833
$3,000under $5,000 .................... 6,966,104 7,167,924 27,925,256 28,679,137 17,168,389 17,374,119
$5,000 under $7,000 . ... .......... . ... 6,682,490 6,734,360 39,885,078 40,321,353 26,709,472 26,472,290
$7,000 under $9,000 .................... 7,176,962 6,879,931 - 57,512,193 55,039,361 40,904,714 39,153,168
$9,000 under $11,000 ................... . 6,421,665 . 6,205,165 64,229,520 61,927,394 47,995,843 46,314,016
$11,000 under $13,000 . ................. 5,651,414 5,724,798 67,793,416 68,522,507 52,526,932 52,529,347
$13,000 under $15,000 ... ... ... ... ... 5,414,103 5,161,674 75,702,223 72,217,107 59,652,891 57,062,111
$15,000 under $17,000 .. ............. ... 4,734,479 4,593,795 75,594,637 73,350,227 60,951,455 58,956,588
$17,000 under $19,000 ................. . 3,964,008 4,291,218 71,295,728 77,093,374 57,689,594 " 62,209,794
$19,000 under $22,000 .................. 5,365,925 5,617,176 -, 109,806,080 -115,071,603 88,855,846 93,320,322
$22,000 under $25,000 ... ............... 5,273,703 5,115,957 123,853,268 . 120,238,524 100,054,304 97,650,110
$25,000 under $30,000 . ................: 7,621,965 7,357,487 209,572,367 201,763,983 169,726,189 163,111,031
$30,000 under $35,000 . ................. 5,646,966 6,011,290 182,644,120 194,666,035 146,947,632 156,601,086
$35,000 under $40,000 .. ................ 4,215,650 4,409,645 157,391,914 164,664,066 126,471,828 131,804,272,
$40,000 under $50,000 . ..,.............. 4,716,532 5,147,782 208,952,374 228,225,122 166,018,176 181,289,066
$50,000 under $75,000 .................. 3,057,266 3,591,188 179,566,469 211,838,450 141,376,967 166,095,719
$75,000 under $100,000 ................. 702,064 822,840 59,748,095 70,011,841 46,720,423 54,345,021
$100,000 under $150,000 ............. ... 432,757 469,391 51,674,638 56,206,333 40,228,978 43,403,109
$150,000 under $200,000 ......... ...\ ... 138,082 152,560 23,616,649 26,170,484 18,710,797 20,312,767
-$200,000 under $300,000 ....... ... ...... 93,033 108,379 22,323,087 26,016,239 17,807,227 20,642,936
$300,000 under $500,000 ................ 47,245 53,960 17,650,665 20,144,746 14,153,358 15,959,347
$500,000 under $1,000,000 ,............. 20,681 25,469 13,830,843 17,173,250 11,042,159 13,706,293 .
- $1,000,0000rmMOre .............vn.. .. . 8,408 10,800 . 18,769,578 - 24,358,715 14,888,860 19,726,601
- - s s = - - - - - = = T - - - "Percentageot - - : - -- = - T T T - -t s -
Total income tax' returns showing no Returns showing total income tax
. total income tax
Size of adjusted
gross income. Average tax Tax as percentage
1982 1983 1082 1983 (whole dollars) of AGI -
1982 1983 1982 1983 .
7 8 ) (10) 1)) (12) (13) (14)
Total ...t i e it 277,597,301 274,181,323 19.2 19.0 3,604 3,514 15.4 145
Lessthan$1,000% .......... ... ... ... .. ... 130,288 127,789* 99.6 99.7 9,208* 13,249° - -
$1,000under $3,000 . ... ... ol 35,182 51,414 95.0 934 92 108 5.0 57
$3.000 under $5,000 . . . 475,448 409,533 419 42.0 117 99 28 24
$5,000 under $7,000 .. .. ......... ...t 1,473,139 1,310,055 314 33.7 321 293 54 . 49
$7,000under $9,.000 .. ........... ... ... ..., 2,967,854 2,603,057 20.7 21.2 521 480 6.5 6.0
$9.000 under $11,000 . .. ...................... 4,462,848 3,888,167 6.8 8.3 746 684 74 6.8
$11,000 under $13,000 ... ....... ... ... ... 5,566,452 5,012,113 40 42 1,026 914 8.6 7.6
$13,000 under $15000 ... ..................... 7,002,695 6,066,527 .23 27 1.324 1,208 9.5 8.6
$15,000 under $17,000 .. ..7. . ... ............. 7.766,398 6,809,411 15 24 1,665 1,618 ~ 10.4 9.5
$17.000 under $19,000 ... ..................... 7,786,372 7,664,811 18 1.6 2,001 1.816 111 101
-+ $19,000 under $22,000 . . . 12,725,118 12,163,958 1.2 1.2 . 2,399 2,192 1.7 10.7
$22,000 under $25,000 .7 ... . ... ... oL 15,378,094 13,595,791 1.3 1.3 2,956 2,692 126 11.5
$25,000'under $30,000 ... ... ...l 27,852,640 24,354,551 6 8 3,676 3,338 134 12.2
$30,000 under $35,000 .. .. ................. .. 25,867,035 25,156,554 5 6 4,605 4,208 14.2 13.0
$35.000 under $40,000 .. ................... ... 24,098,091 22,673,889 5 8 5,743 5,182 154 139
$40,000 under $50,000 ... .t ... L. 35,029,801 34,798,186 6 4 7.468 6,787 16.9 153
$50,000 under 75000 ... ... ... ... ... 35,892,383 38,352,897 5 4 11,803 10,725. 20.1 18.2
$75,000 under $100,000 ... .~ ... ... ... 14,594,818 15,392,973 4 3 20.865 18,770 245 221
$100,000 under $150,000 . ................... .. 14,385,740 14,351,743 .2 4 33,321 30,690 279 256
$150,000 under $200,000 . ........ ... ......... 7,483,155 7.662,455 5 3 54,447 50,365 318 29.4
$200.000 under $300,000 . ... .............. .. .. 7,651,434 8,488,945 2 2 82,400 78,513 343 327
$300,000 under $500,000 . .. ... ..~ ........ ... 6,380,687 - 7,124,258 1 ‘2 135,233 132,313 36.2 35.4
$500,000 under $1,000,000 .................... 5,222,845 6,463,482 A 2 252,751 254,228 377 37.7
$1,0000000rmore . .......... . 7,368,787 9,658,764 A 3 877,132 896,655 398 39.8

See notes following Table 14.
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Table 3. (Continued)-—Number of Individual Returns, iIncome, Tax, and Average Tax By Size of Income, Tax Years 1982-
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1985
[All figures are estimates based on samples—money amounts are in thousands of dollars]
r of Adj R
Size of adjusted r::ﬂ?rl\gefo?— gross i:gfr:\e:(AGI) Taxable income
gross income
1984 1985 1984 1985 1984 1985
) @ @) (4) ) 6)

Total ... ..ottt e 99,438,708 101,660,287 2,139,904,356 " 2,305,951,483" 1,701,365,731 1,551,794,066
Lessthan $1,000° ...................... 3,329,148 3,292,007 —31,984,443 - 36,740,956 63,799 —
$1,000 under $3000 . ............. ..., 6,883,760 6,771,487 13,732,880 13,581,245 6,504,129 303,466
$3.000 under $5000 ... ... L. 7,030,537 6,685,481 28,151,199 26,769,868 17,251,761 2,987,242
$5,000 under 7,000 . ...... ... 6,584,434 6,570,968 39,617,706 39,356,896 26,095,663 10,747,622
$7.000 under $9,000 ... ... ... ... .. 6,792,931 6,664,279 54,388,545 53,477,888 38,888,493 20,730,758
$9.000 under $11,000 .. ................. 6,051,873 6,235,044 60,390,249 62,125,340 45,303,739 29,630,730
$11,000 under $13,000 .................. 5,877,979 5,682,921 70,439,379 66,863,381 54,708,664 35,890,527
$13,000 under $15,000 .. ................ 5,202,547 5,386,772 72,660,372 75,352,290 57,397,788 44,111,426
$15,000 under $17,000 ... .......... ... .. 4,893,833 4,895,393 78,195,614 78,225,269 62,489,602 47,856,258
$17,000 under $19,.000 ............. .. ... 4,561,541 4,542,598 82,012,673 81,675,266 66,307,248 52,466,029
$19,000 under $22,000 . ................. 5,645,759 6,089,064 115,466,828 124,506,145 93,889,175 82,387,607
$22,000 under $25,000 . ................. 5,198,716 5,051,210 122,123,861 118,639,622 99,375,159 79,772,382
$25,000 under $30,000 .................. 7,635,404 7,457,947 209,274,643 204,399,150 168,006,165 140,799,492
$30,000 under $35000 ... ............... 6,020,636 6,451,040 195,263,778 209,135,063 155,819,230 145,718,868
$35,000 under $40,000 .. .. ........... ... 5,054,470 5,184,620 188,944,011 193,807,899 149,423,027 136,207,640
$40,000 under $50,000 . ................. 5,963,041 6,701,544 264,922,227 297,914,321 210,324,094 210,917,939
$50,000 under $75,000 .................. 4,657,702 5,628,639 275,046,849 333,710,362 214,921,141 240,220,621
$75,000 under $100000 ... .............. 1,049,444 1,263,409 89,289,787 107,424,625 69,194,901 77,987,215
$100,000 under $150,000 . ... ............ 581,498 706,248 69,273,546 84,315,947 53,604,014 61,568,040
$150,000 under $200,000 .. .. ............ 179,695 203,109 30,767,972 34,884,492 23,865,523 26,201,946
$200,000 under $300,000 .. .............. 132,306 152,523 31,729,787 36,457,244 24,405,339 28,049,119
$300,000 under $500,000 .. .............. 67,405 85,565 25,780,158 32,529,032 19,789,383 24,078,455
$500,000 under $1,000,000 .............. 29,215 41,107 19,729,296 27,541,427 15,798,723 21,130,594
$1,0000000rmore .. ... 14,834 17,312 34,687,437 40,099,667 27,938,970 32,030,088

Percentage of
Total income tax"' returns showing no Returns showing total income tax
total income tax
Size of adjusted
gross income Average tax Tax as percentage
1984 1985 1984 1985 {whole dollars) of AGH

1984 1985 1984 1985

@ ® ) (19) (4] (12) 3 (14)

7 301,923,057 325,710,254 17.9 18.5 3,698 3,931 14.4 14.4
Lessthan $1,000% ... ... . ... ... ... ... ....... 419,790* 185,922 99.2 99.7 16,783* 16,964 * — —
$1,000 under $3,000 . ........ .. 44,652 41,698 93.8 944 104 11 54 5.4
$3,000 under $5,000 . .......... 430,167 347,878 40.8 482 103 100 25 24
$5,000 under $7,000 . ............ 1,233,034 1,193,043 33.7 339 282 275 47 45
$7.000 under $3,000 . ... ....... .. 2,483,282 2,259,763 213 26.3 465 460 58 57
$9,000 under $11,000 3,617,920 3,480,778 8.2 118 651 633 6.5 6.3
$11,000 under $13,000 5,013,506 4,548,843 5.2 59 899 865 7.5 7.2
$13,000 under $15,000 5,831,903 5,789,495 3.6 . 39 1,163 1,119 8.3 8.0
$15,000 under $17,000 6,785,324 6,534,361 20 29 1,415 1,375 8.9 8.6
$17,000 under $19,000 7.775189 7,482,062 1.8 23 1,736 1,686 9.7 9.4
$19,000 under $22,000 11,677,768 12,203,165 15 20 2,100 2,044 103 100
$22,000 under $25,000 13,237,769 12,275,304 1.0 1.6 2,573 2,469 11.0 105
$25,000 under $30,000 23,793,004 22,916,851 1.2 1.0 3,152 3,103 115 113
$30,000 under $35,000 23,926,881 25,080,332 7 8 4,004 3,819 123 121
$35,000 under $40,000 24,678,348 24,713,424 5 8 4,907 4,803 13.1 128
$40,000 under $50,000 38,675,241 41,501,665 3 4 6,504 6,215 146 140
$50,000 under $75,000 47,355,174 56,064,781 4 2 10,211 9,984 173 16.8
$75,000 under $100,000 .. .. ....... ... ... ... 18,759,377 21,794,656 4 3 17,944 17,297 211 20.3
$100,000 under $150,000 17,117,874 19,895,978 2 4 29,502 28,296 248 237
$150,000 under $200,000 8,644,645 9,760,959 2 1 48,205 48,128 282 28.0
$200,000 under $300,000 10,013,524 11,362,146 2 2 75,844 74,658 31.6 312
$300,000 under $500,000 8,761,557 10,670,832 2 2 130,272 124,947 341 329
$500,000 under $1,000,000 .................... 7.526,585 9,878,188 2 2 258,255 240,714 382 359
$1,000,0000rmore ........ ... ..o, 14,120,545 15,728,128 2 3 954,091 910,931 40.8 393

See notes following Table 14.
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Table 4.—Nonfarm Sole Proprietorship Returns: Selected Income and Deduction Items for Selected Years, 1970-1985
.IAll figures are estimates based on samples—money amounts are in thousands of dofiars)

Item 1970 1975 1980 1983 1984 -1985
Q)] (&) 3) (4) (5) (6)
Number of returns, total ............... 5,769,741 7,221,346 8,931,712 10,703,921" 11,262,390 11,928,573
Number with netincome ............... n.a. n.a. n.a. 7,390,395 8,002,865 8,640,701
Inventory, endofyear ................. . 11,060,775 . 15,578,040 21,996,236 n.a. 23,232,929 24,969,895
Business receipts, total ............... 198,582,172 ."273,954,741 411,205,713 465,168,637 516,036,944 540,045,430
Income from sales and operations .. ...... n.a. 272,342,560 407,169,299 455,382,492 507,234,292 528,675,271
Total deductions ............. R, 168,044,746 234,318,288 356,258,495 404,808,647 445,270,334 461,272,852
Cost of sales and operations . ........... 109,148,811 146,261,435 209,889,809 212,631,063 229,905,960 232,294,132
Purchases ......................... 88,585,913 117,722,352 168,301,517 n.a. n.a. . na
Costoflabor ....................... 7,704,285 8,791,083 10,922,221 9,870,673 + 13,008,803 14,504,201
Materials and supplies ... ............. 6,216,057 9,090,638 12,809,222 n.a. na.’ n.a.
Commissions ........................ . 1,274,016 2,225,830 3,333,345 n.a. n.a. n.a.
Net salariesandwages ................ 15,107,047 20,227,859 26,560,821 31,665,698 34,686,204 38,265,691
Car and truck expenses . ...... e n.a. .na. 13,378,289 14,758,472 17,623,807 17,044 421
Rentpaid ........................... 4,636,528 . 6,676,314 9,636,290 11,830,835 14,278,260 15,258,690
Repairs .................. . ......... 2,444,607 3,044,175 5,031,573 na. n.a. n.a.
Taxes paid .....: e e . 3,775,502 5,423,961 7,672,459 n.a. n.a. n.a.
Utilities . . ............................ n.a. n.a. 4,790,337 n.a. n.a. n.a.
Insurance ........................ ... 2,309,608 3,503,812 6,003,126 n.a. n.a. n.a.
Interestpaid ......................... ’ 1,784,276 3,390,845 7,190,257 9,925,746 11,025,276 11,913,982
Depreciation .................... o 5,451,525 7,958,143 13,952,703 22,069,530 23,900,034 26,291,389
Pension and profit sharing plans ......... 72,741 125,296 141,463 122,915 258,070 311,323
Net income (lessdeficit) ............... 30,537,426 36,636,453 54,947,219 60,359,153 70,766,610 78,772,578
Netincome .......................... 33,735,732 45,624,890 68,010,051 78,618,410 89,849,570 © 98,775,563
Deficit .. ... ............... L 3,198,306 5,988,437 13,062,832 18,259,256 19,082,960 20,002,986

Table 5. —Partnershlp Returns: Balance Sheet Items and Selected lncome Statement for Selected Income Years, 1970-1 985

[All figures are estimates based on samples—money amounts are in thousands of dollars]

- ltem 1970 1975 1980 1983 1984 1985
) [§)] (2) (3) . (5) (6)

Total number of active partnerships ..... 936,133 1,073,094 1,379,654 1,541,539 1,643,581 1,713,603
Number with netincome ............. .. 639,795 661,134 774173 783,968 844,738 875,846
Number with balance sheets ... ... ... ... 555,741 783,271 1,194,236 1,190,696 1,201,320 1,227,498

Numberofpartners ................... 3,697,818 - 4,950,634 8,419,899 10,589,338 12,426,721 13,244,824

Totalassets' ..............ccoouuunn. 116,752,751 235,468,301 597,503,923 886,992,767 1,030,848,519 1,269,434,302
Depreciable assets (nety ................ na 113,124,969 239,139,823 485,402,717 581,643,219 695,878,822
Inventories, end of year ................ na’ 11,985,431 33,218,272 " na. 39,446,014 27,279,234
Land ... .. n.a. 36,731,958 70,241,248 98,427,459 122,036,819 152,179,314

Total liabitities" ..............:....... n.a. 193,875,629 . 488,734,023 886,992,774 1,030,848,464 1,269,434,367
Accounts payable . ................. ... n.a. 12,302,055 33,899,048 34,724,772 32,780,197 46,871,755
Shorttermdebt® . ... ... ... ... ... .. ... n.a. 22,709,476 48,001,839 67,294,519 68,625,844 102,760,363
-Longterm debt® .. .. .. D . n.a. 136,296,764 178,044,406 268,268,458 322,327,016 93,319,855
Nonrecourseloans . .............. R . na ’ ‘n.a. 118,910,380 194,828,542 260,167,109 327,558,208

Partners’ capttal accounts ............. n.a. 41,592,672 108,769,900 ) 141,839,683 175,475,922 200,212,653

Total receipts® .............. e 93,348,080 148,417,529 291,998,115 291,318,703 375,192,511 367,117,316
Businessreceipts ..................... 90,208,834 142,505,781 271,108,832 243,248,370 318,342,380 302,733,374
Interestreceived . ............ .. ... . - 942,304 2477173 10,869,323 15,006,055 16,651,205 20,558,966

Total deductions* .................... 83,557,684 140,679,959 . 283,749,460 vr293,928,744 378,692,535 376,000,991
Cost of sales and operations .. .......... 46,040,874 64,672,843 113,885,668 125,330,745 180,857,822 146,315,315

Purchases ...................... ... +.31,820,581 42,608,734 70,439,607 n.a. 100,358,781 91,925,923
Costoflabor .................... ... 4,146,927 4,585,836 7,015,547 na. 7,826,231 8,845,106
Salaries and wages4 ................... 8,129,233 12,489,039 22,336,337 24,733,780 28,522,626 33,884,204 .
Taxes paid .......... e ST 3,159,258 5,770,918 9,553,145 5,909,545 6,673,186 . 7,745,756
Interest paid® ... ........ .. ... . ... . .. 4,470,206 12,097,100 28,362,385 22,364,264 25,437,588 28,674,933
Depreciation®® .. ... ... . .. ... e 4,578,820 10,108,834 21,576,189 37,340,062 46,939,395 53,650,790

Net income (less deficit) TR | 9,790,396 7,737,570 8,248,655 -2,610,041 - 3,500,024 - 8,883,674
Netincome .......................... 14,419,124 22,431,931 45,061,756 60,308,114 69,696,922 77,044,693
Deficit ............... .. ............ 4,628,728 14,694,361 36,813,100 62,918,155 73,196,946 85,928,367

See notes following Table 14.
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Table 6.—Number of Business Income Tax Returns, by Size of Business, for Selected Years 1970-1985
{All figures are estimates based on samples—number of businesses are in thousands])
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Size of business

Number of businesses reporting

1970 1975 1980 1983 1984 1985
1) () ) 4 (5) (6)
CORPORATIONS
Receipt size'
Under $25,000% .. ...................... 451.9 468.9 557.0 629.2 : 686.1 n.a.
$25,000-$49,999 ... ... .. ... ........... 170.7 186.4 207.7 2129 212.5 n.a.
$50,000-$99,999 . ....... . ........... .. 219.8 260.7 322.7 330.0 338.7 n.a.
$100,000 - $249,999 ... ... ............ 558.4 597.8 615.2 n.a.
$250,000-$499,999 ...... .. ........... 516.9 673.9 367.3 4449 468.4 n.a.
$500,000 - $999,999 ...... ... .......... 1411 184.2 279.8 315.9 344.8 n.a.
$1,000,0000rmore ..................... 165.0 249.5 417.7 468.3 505.0 n.a.
Asset size
Under $100,000° .. ... ............ ... ... 961.0 1177.7 1,514.6 1,665.5 1,773.7 n.a.
$100,000 -1 million.................... 599.1 704.6 968.9 1,074.7 1,119.8 n.a.
$1 million-$10million . ................ .. 87.0 116.4 191.8 218.3 2329 n.a.
$10 million - $25 million ... ............... 9.8 12.2 16.6 18.8 208 n.a.
$25 mitlion - $50 million ... ............... 3.9 56 7.8 © 89 10.1 na.
$50 million - $100 milfion . .. .............. 2.1 3.1 4.8 57 6.0 na.
$100 million - $250 million . . . ........... .. 14 2.1 3.2 3.6 3.8 n.a.
$250 milionandover . ................... 1.2 1.9 29 3.4 37 n.a.
PARTNERSHIPS
Receipt size'
Under $25,000% ... ... ................ .. 501.7 549.7 638.0 r781.1* 1820.4* 840.1°
$25000-$49999 . .. ................. .. 125.2 141.0 181.8 r176.5 r197.3 195.5
$50,000-$99,999 . ... .. ................ 119.6 133.7 183.6 r204.2 r200.5 199.5
$100,000-$199999 ... ... ... ... ... .... 97.2 114.0 165.2 r146.6 r162.8 190.1
$200,000-9$499999 ................... 65.2 90.6 135.6 r135.1 r149.9 165.5
$500,000-$999,999 ................... 17.0 255 48.1 r54.3 r60.6 66.9
$1,000,0000rmore ..................... 103 18.6 37.4 r43.7 r52.1 56.0
Asset size®
Under$25,000 ......................... 635.7 611.0 541.9 r711.1 773.8 794.1
$25,000-%49,999 . ... .. ... ... ....... 80.8 105.9 156.3 115.5 118.6 132.7
$50000-%$99999 ... ................... 73.5 106.8 180.2 164.6 170.5 165.8
$100,000-$249999 ................... 747 116.0 2191 207.0 208.5 210.9
$250,000-%$499999 ... ... .. .. ... ... ... 338 56.9 117.9 131.2 129.0 142.8
$500,000 - $999,999 ................... 19.3 353 72.1 86.3 93.8 100.0
$1,000,0000rmore ..................... 18.3 41.2 92.2 125.8 149.4 167.2
NONFARM SOLE PROPRIETORSHIPS
Receipt size
Under $2,500% .. ................ ... ... 1,894.3 2,299.9 2,783.1 2,908.5 2,9889 3,067.5
- $2,500 under $5000 ... ................. 815.1 959.4 1,158.6 1,313.9 1,324.4 1,4446
$5,000 under $10,000 . .................. 8915 1,041.7 1,262.9 1,452.3 1,482.4 1,633.6
$10,000 under $25000 .................. 1,137.4 1,325.7 1,711.8 1,916.6 2,036.4 2,104.6
$25,000 under $50,000 .. .......... I 746.4 849.5 1,079.1 1,187.0 1,.261.3 1,393.9
$50,000 under $100,000 . ................ 562.0 644.5 835.6 919.3 1,061.3 1,094.1
$100,000 under 200,000 .. ............... 297.4 380.9 795.8 888.7 984.4 1,060.2
$200,000 under $500,000 ................ 122.3 209.2
$500,000 under $1,000,000 .............. 20.8 353 739 829 86.1 89.3
$1,0000000rmore . .................... 6.6 13.5 29.2 34.9 36.8 40.7

See notes following Table 14.
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Table 7.—-Corpqration Income Tax Returns: Balance Sheet, Income Statement, and Tax Items for Selected Years, 19701 984
[All tigures are estimates based on samples—money amounts are in thousands of dollars]

Items 1970 1975 1980 1982 1983 1984
(1) ] 3 @ (5) . (8
Number of returns, total .................. 1,665,477 2,023,647 2,710,538 2,925,933 2,999,071 3,170,743
Number with netincome . .................. 1,008,337 1,226,208 1,596,632 1,608,363 1,676,288 1,777.770
Consolidated returns' ... .................. 19,871 38,307 57,890 73,029 73,645 80,256
S Corporation returns'? ... ... .. PN 257,475 358,413 545,389 564,219 648,267 701,339
DISCreturns™ .. ... ’ N/A 6,431 8,665 9,663 9,898 12,480
Totalassets .........coveeevnunnennnonns 2,634,706,564 4,286,556,273 7,617,238,403 r9,354,138,695 10,201,084,144 11,106,701,948
Cash ... o 176,924,573 290,426,439 528,914,747 ' 1540,079,588 590,386,817 595,773,262
Notes and accounts receivable . ............ 614,667,367 1,051,542,806 1,984,601,790 2,420,475,398 2,677,367,962 2,896,980,896
Less: Allowance for baddebts . ........... 20,030,327 31,032,998 50,057,307 46,645,987 51,162,613 54,341,671
INVENONES . .. oot e e 190,401,642 317,718,545 534,806,547 581,241,455 599,445,162 664,243,060
Investments in Government obligations .. ... .. 196,625,390 316,131,699 472,059,737 605,513,662 685,146,228 725,695,801
Othercurrentassets ..................... : 73,058,482 145,101,716 310,177,160 436,507,859 433,594,597 513,743,712
Loans to stockholders . . ................... 4,774,082 9,355,636 29,873,250 38,304,326 47,836,294 58,430,009
Mortgage and real estatefoans . ............. 327,593,354 548 054,483 894,323,489 940,604,903 . 982,415,018 1,126,962,114
Otherinvestments .. ...............oovn.ns 401,389,022 626,266,074 1,213,986,210 1,604,730,616 1,798,295,351 1,972,830,815
Depreciable assets .. ..................... 868,908,018 1,276,564,500 2,107,027,914 2,583,060,326 2,730,371,698 2,913,301,626
Less: Accumulated depreciation . ... .. ... B 334,646,086 483,798,526 767,841,763 942,704,683 1,024,756,282 1,116,171,771
Depletable assets . . .. .. D 18,517,264 38,511,396 71,901,490 r94,149,731 . 107,958,232 114,808,431
Less: Accumulated depletion . ............ 6,774,796 14,501,561 ° 19,569,556 29,442,570 32,682,172 36,340,299
Land ... 46,626,157 66,819,206 92,931,935 110,318,941 119,350,378 128,269,064
Intangible assets (amortizable) .............. 12,818,168 12,823,183 45,480,694 81,178,989 87,852,590 - 117,467,829
Less: Accumulated amortization . .......... 5,984,184 4,491,990 18,393,037 . 24,869,273 25,062,592 36,190,604
Otherassets .........c...coviiiuinannnnn 69,838,438 121,065,665 187,015,106 361,635,417 474,727,482 521,126,077
Total Habilities ...........cc0vevivinnrenns 2,634,706,564 ' | 4,286,556,273 7,617,238,403 r9,354,138,695 | 10,201,084,144 11,106,701,948
Accounts payable ...........0....... L 148,812,597 263,417,584 542,172,368 678,630,282 671,495,438 741,372,874
Mortgages, notes, and bonds . : ]
payableinlessthan 1 year ............... 170,884,261 272,123,551 504,802,288 667,060,956 759,536,076. 866,546,604
Other current liabifities . . .. ................. 892,218,397 1,577,425,991 . 2,706,796,360 13,220,099,515 3,513,512,199 3,760,174,725
Loans from_stockholders.... ... .oco e vceeee oo | . 24,573,814 _ 38,143,936 85,718,510 ° 117,424,462 131,025,956 145,250,514
Mortgages, notes, and bonds ’ j N e
payable in 1 yearormore . ............... 362,700,303 586,703,526 986,663,932 1,224,277,725 1,323,209,421 1,494,350,573
Other liabilities ... .......... ... .. ... .. ..., 283,106,029 451,676,880 846,696,691 977,072,770 1,156,873,507 1,214,879,371
Capital StocK ... .o 201,213,719 251,715,862 417,153,783 658,259,634 787,278,549 839,344,197
Paid-in or capital surplus . . ................. 196,642,421 298,534,854 532,039,407 782,269,156 873,620,667 " 1,066,288,359
Retained earnings, appropriated ............ . 16,657,051 29,955,676 41,461,644 54,727,615 52,538,370 51,100,507
Retained earnings, unappropriated . ......... 349,225,750 537,631,026 1,027,902,049 1,173,094,293 1,221,793,087 1,256,771,201
‘Less: Cost of treasury stock .. .............. , 11,327,778 20,772,613 74,168,627 | 198,777,714 289,799,122 329,376,924
Totalreceipts . .......ccvveeceanennn e 1,750,776,503 3,198,627,860 6,361,284,012 7,024,097,766 7,135,494,059 7,800,711,226

Business receipts
Interest on State and local

Government obligations .................
Otherinterest . .. ........ e
Dividends received from domestic corporations .
Dividends received from foreign corporations . .
Rents ................... e
Royalties . ........... ... ... . i
Net short-term capital gain

reduced by net long-term capital loss ... .. ..

Net long-term capital gain

reduced by net short-term capital loss
Net gain, noncapital assets ... ..............
Other receipts ............ e

1,620,886,576

3,775917
67,794,508
5,238,421
3,466,515
13,938,502
2,586,387

190,439
5,481,580

5,315,562
22,102,096

2,961,729,640

6,711,606
136,587,304
' 8,818,282

5,467,726

21,765,130
5,167,141

301,601

8,364,523
7,757,287
35,957,620

5,731,616,337 .

12,620,876
354,243,674
18,654,800
14,563,353
41,371,141
12,450,250

2,013,510
24,910,957

20,117,615
128,721,498

6,156,994,009

14,124,877
515,628,874
18,155,559
13,950,908
69,614,109.
13,437,404

2,882,207
26,318,184

20,992,023
171,999,616

6,334,602,711

16,667,263
496,648,009*
19,696,776
13,892,070
69,580,411
13,876,095

5,048,854
33,924,549

26,134,711
105,422,613

6,948,481,893

. 16,613,501
566,537,974
21,185,391
15,373,474
75,834,113
14,535,929

3,233,999
38,518,792

26,506,096
133,948,728
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Table 7. (Continued)—Corporation Income Tax Returns: Balance Sheet, Income Statement, and Tax Items for Selected
Years, 1970-1984

[All figures are estimates based on samples—money amounts are in thousands of dollars]

Items 1970 1975 1980 1982 1983 1984
(U] 2 ) ) (5) 6)
Totaldeductions ..................... 1,682,778,847 3,052,674,597 6,125,365,155 r6,869,226,020 6,945,457,358 7,628,772,066
Cost of sales and operations ............ 1,146,263,273 2,129,928,467 4,204,905,905 4,270,850,310 4,308,238,989 4,692,505,746
Compensation of officers ............... 32,846,381 57,832,552 108,973,751 129,481,025 141,193,212 157,028,565
Repairs ........... ... .. ... ... . .. .. 13,986,819 23,422,371 42,407,967 72,524,061 74,652,495 76,367,591
Baddebts ........................... 6,479,814 13,781,147 18,769,771 126,639,271 30,543,184 33,803,267
Rent paid on business property .......... 23,842,355 40,769,829 71,990,832 94,917,540 104,717,965 119,476,469
Taxespaid .......................... 49,523,243 81,530,302 163,003,622 165,888,353 173,420,116 191,748,629
Interestpaid ................ ... ...... 62,055,010 129,307,921 344,612,542 515,032,667 475,060,444 535,814,101
Contributions or gifts . . ................. 797,029 1,202,130 2,358,554 2,906,476 3,626,605 4,057,112
Amortization .......... ... ... ... 745,005 717,398 1,374,658 13,774,896 4,309,952 5,170,089
Depreciation . ........... ... ... .. .... 52,941,266 86,295,664 157,345,828 213,179,160 241,491,819 264,882,261
Depletion .............. ... ... ...... 5,623,339 5,341,489 8,871,993 7,021,176 7,574,216 8,051,260
Advertising .......................... 18,089,097 26,605,786 52,266,004 64,987,632 72,393,870 82,023,440
Pension, profit-sharing,
stock bonus, and annuity plans .. .. .. .. 12,225,912 26,526,129 51,529,310 54,232,011 54,355,062 52,555,188
Employee benefit programs .. ........... 7,398,283 15,690,563 40,179,104 51,838,884 59,115,141 64,547,638
Net loss, noncapital assets .............. 1,289,305 1,804,079 5,903,104 10,367,020 7,615,697 9,647,008
Other deductions . .................... 248,672,716 411,918,970 850,872,216 1,185,585,538 1,187,148,601 1,331,088,812
Total receipts less total
deductions ........................ 67,997,656 145,953,263 235,918,858 154,768,854 190,036,702 231,939,061
Constructive taxable income from
related foreign corporations . ............ 1,679,875 3,395,169 15,708,560 13,628,716 14,944,430 17,575,037
Net income (less deficit) ............... 65,901,614 142,636,826 239,006,542 154,272,693 188,313,928 232,900,596
Netincome .......................... 83,710,924 169,483,336 296,787,201 274,291,492 296,932,146 349,179,415
Deficit .......... . ... ... ... . ..., .. 17,809,310 26,846,510 57,780,659 120,018,799 108,618,218 116,278,819
Income subjecttotax ................. 72,374,437 146,589,287 246,598,486 205,175,407 218,686,396 257,054,060
Income tax, total ..................... 33,293,018° 66,144,308 105,142,436 86,766,154 92,218,567 107,968,407
Regular and alternativetax . ............. 32,949,937 65,769,822 103,831,172 85,077,493 90,461,858 106,013,271
Tax from recomputing prior-
year investmentcredit ............. ... 77,832 217,138 867,571 1,181,074 1,175,071 1,382,945
Tax from recomputing prior-
year work incentive (WIN) credit . ... .. .. N/A 608 4,873 N/A N/A N/A
Additional tax for tax preferences ......... 265,249 156,740 438,820 478,457 561,505 544,863
Foreigntaxcredit ....................... 4,548,986 19,987,724 124,879,737 18,932,390 19,951,165 21,075,296
U.S. possessions tax credit ............... N/A N/A 1,565,681 2,026,980 1,583,007 1,978,578
Investment credit ....................... 865,954 6,459,746 15,102,812 17,342,890 16,145,173 6)
Work incentive (WIN) credit ............... N/A 5,321 36,483 29,020 N/A N/A
Jobscredit ......... .. ... ... ... .. N/A N/A 601,444 r321,863 449,224 6)
Nonconventional source fuel credit ......... N/A N/A 2 6,787 33,012 69,695
Alcohot fuelcredit . . .................. ... N/A N/A 4 600 7,178 (6)
Research activities credit .............. ... N/A N/A N/A 839,220 1,277,474 1,689,048
Employees stock ownership credit . . ... ... .. N/A N/A N/A 14,450 909,880 )
Orphandrugcredit ................ ... .. N/A N/A N/A N/A *236 *105
General businesscredit ............... ... N/A N/A N/A N/A N/A 19,265,475°
Distributions to stockholders:
Cash and property except in own stock . . . . 32,012,677 45,224,392 97,378,617 r131,499,537 128,298,545 144,871,643
Corporation'sownstock ................ 1,922,810 2,066,559 3,525,549 3,642,024 4,810,283 5,889,191

See notes following Table 14.
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for Selected Years, 1970-1984

[All figures are estimates based on samples—money amounts are in thousands of dollars)

Selected Statistical Series 1970-87
Table 8.—Corporation Income Tax Returns: Selected Balance Sheet, Income Statement, and Tax ltems by Industrial Division

Industrial division and items 1970 1975 1980 1982" 1983 1984
(U] [¢] Q) 4) (5) (6)
AGRICULTURE, FORESTRY AND FISHING
Number of returns, total ................ 37,283 56,280 80,883 91,320 92,125 98,361
Number with netincome .. ............ 19,843 33,328 . 43,827 47,858 47,636 50,037
Totalassets . .........ccovvieniniiinn. 11,909,403 21,177,941 40,738,977 50,409,537 50,292,891 50,699,926
Networth ........ . .............. ... 4,012,068 6,844,949 11,460,935 14,119,922 13,559,332 14,310,555
Totalreceipts . ..............c.oou.. 14,277,707 28,118,514 52,089,915 65,356,911 59,208,642 66,645,119
Businessreceipts . .................. © 13,591,763 + 26,624,149 48,850,056 60,643,550 55,114,507 62,093,338
Interestreceived .................... 69,742 171,732 476,654 758,699 677,378 723,118
Total deductions .. .................... 14,209,713 27,369,286 51,418,280 65,442,003 59,386,796 - 66,436,289
Cost of sales and operations . .......... 10,555,539 19,738,447 35,798,332 43,222,379 38,308,491 42,991,472
Interestpaid ....................... 356,225 797,420 2,184,441 3,048,844 2,866,689 2,952,198
Net income (less deficit) ................ 65,295 746,908 673,158 -86,418 -196,528 202,522
‘Netincome ........................ 493,400 1,493,168 2,464,381 2,528,479 2,499,829 2,874,899
Deficit .......... ... ... . 428,105 ' 746,260 1,791,222 2,614,897 2,696,357 2,672,377
Income tax beforecredits .. ............. 113,115 351,059 - 533,768 490,228 430,119 509,081
Total income tax after credits® ........... 107,023 294,584 422,356 375,422 313,537 - 373,115
Distributions to stockholders
exceptinownstock ................. 65,824 244,524 304,733 409,070 - 172,301 417,177
MINING . ]
Number of returns, total ................ 14,465 14,242 25,576 36,676 37,066 40,564
Number with netincome . ............. 7.303 8,297 - 12,698 15,950 15,526 18,177
Totalassets . ....................... .. 23,972,812 64,505,341 126,947,880 192,380,473 194,417,434 209,036,474
Networth ........................... 13,381,821 32,765,690 54,068,148 79,876,480 85,602,456 94,335,000
Totalreceipts . ....................... 17,747,750 65,909,994 176,672,390 203,098,557 132,419,750 123,496,633
Businessreceipts . .................. 16,699,586 63,670,496 167,397,918 191,152,749 122,510,903 111,030,063
Interestreceived .. .................. 176,728 522,757 . 1,301,266 2,695,216 2,529,873 3,089,562
Totat deductions .. .................... 15,927,348 42,348,765 169,051,624 203,045,736 134,305,739 124,627,966
Cost of sales and operations . . ......... 9,955,600 30,171,612 116,989,880 151,521,066 85,540,564 74,213,000
Interestpaid ............ ... ... 388,032 1,166,182 3,440,080 7,623,777 6,763,864 7,077,300
Net income (less deficit) ................ 1,834,315 23,574,833 7,750,561 " 543,578 - 1,586,098 —353,185
Netincome ............ ... ... ..... 2,399,507 T 724,347,893 ©710/133,685 — - 8,429,100~ - 5,929,343 - - 6,991,815
Deficit ........ ..o 565,192 773,060 - 2,383,124 7,885,522 7,515,441 7,344,999
Income tax beforecredits . .............. 1,031,550 11,361,037 3,947,569 3,203,406 2,100,692 2,381,154,
Total income tax after credits® ........... 342,928 1,051,138 1,674,566 1,282,044 722,353 1,014,361
Distributions to stockholders : R
exceptinownstock ................. 1,177,550 1,015,895 4,757,780 3,926,230 2,710,318 3,057,411
. CONSTRUCTION X
Number of returns, total .. ........... L. 138,905 © 191,219 272,432 282,345 283,519 306,906
Number with net income ....... e E 82,078 108,852 150,368 138,783 150,138 173,351
Totalassets . ............c..couvvnnn... 42,719,792 76,691,947 132,939,026 153,085,046 161,365,795 195,272,738
Networth . ........ ... .. ............ 11,819,604 19,029,077 32,826,174 38,934,496 41,540,682 50,338,974
Totalreceipts ........................ 90,610,644 146,955,117 267,205,356 281,747,868 | 290,798,843 338,575,635 |
Business receipts . ....... e 88,945,385 ' 143,412,715 260,387,692 271,633,721 280,896,210 326,752,784
Interest received . .......... ... ... ... 219,698 614,583 2,073,650 3,137,599 12,762,556 3,540,430
Total deductions ...................... 89,070,022 144,717,309 262,116,275 279,555,128 288,574,577 335,696,154
Cost of sales and operations . .......... 73,434,969 116,845,554 208,064,925 212,698,363 221,189,268 257,057,538
Interestpaid ....................... 711,496 1,973,244. 4,278,502 5,455,056 4,861,075 5,990,178
Net income (less deficit) ........ L 1,538,418 . 2,236,262 5,271,209 2,323,952 2,265,564 2,906,704
Netincome ........................ 2,548,013 4,514,864 8,911,143 8,106,061 7,990,419 9,147,150
Deficit ........ [ e 1,009,595 , 2,278,602 3,639,934 5,782,109 5,724,855" 6,240,445
Income tax beforecredits . .............. 776,979 1,320,196 2,521,507 2,069,718 1,859,927 1,767,756
Total income tax after credits® .. ......... 756,637 1,131,960 1,973,659 1,578,330 1,393,042 1,296,301
Distributions to stockholders Co :
exceptinownstock ................. 299,204 464,553 . 793,764 916,690 846,579 738,873
MANUFACTURING
Number of returns, total .. ... ........... 197,807 217,354 242,550 259,106 261,927 272,050
Number with netincome ......... ST 120,814 136,839 153,640 146,415 152,304 162,584
Totalassets . ................covnii... 612,912,516 944,581,970 1,709,471,700 2,060,710,683 2,232,987,922 2,417,631,605
Networth . .......................... 308,923,293 442,587,674 749,186,774 896,871,144 953,108,742 1,025,028,491
Totalreceipts ........................ 722,952,890 1,296,359,650 2,404,323,844 2,488,331,915 2,5652,830,718 2,768,247,655
- Businessreceipts .............. ... 700,090,661 1,258,338,650 2,301,056,550 2,357,973,059 . 2,418,344,305 2,608,971,901
Interestreceived . ... ........... ... ... 4,748,499 8,691,092 28,315,784 38,134,480 137,958,034 42,749,996
Total deductions . ..................... 692,455,462 1,230,689,496 2,290,593,308 2,423,254 ,936 2,469,257,725 2,661,153,853
Cost of sales and operations . .......... 495,879,549 925,111,030 1,707,143,900 1,660,537,002 1,678,378,729 1,796,313,155
Interestpaid ....................... 12,570,242 22,055,903 54,177,356 79,322,435 73,973,082 85,039,616
Net income (less deficit) ................ 31,846,078 68,406,627 125,667,815 75,791,264 95,330,965 121,215,254
Netincome ........................ 37,925,489 74,466,554 141,547,510 108,170,744 124,417,490 147,852,003
Deficit .............. .. ... . 6,079,411 6,059,927 15,879,695 32,379,481 29,086,525 26,636,749
Income tax before credits . .............. 16,744,905 32,306,739 59,577,413 45,015,096 50,950,876 58,542,710
Total income tax after credits® ......... .. 13,242,226 21,024,964 32,729,629 26,631,933 24,960,640 30,429,379
Distributions to stockholders
exceptinownstock ................. 14,616,282 19,973,061 | 37,306,509 43,295,901

43,912,134

45,630,537
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Table 8. (Continued)—Corporation Income Tax Returns: Selected Balance Sheet, Income Statement, and Tax Items by
Industrial Division for Selected Years, 1970-1984

[All figures are estimates based on samples—money amounts are in thousands of dollars]
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Industrial division and items 1970 1975 1980 1982° 1983 1984
1) (2 3) 4) (5) (6)
TRANSPORTATION AND PUBLIC
UTILITIES
Number of returns, total .. .............. 67,398 80,701 111,324 115,470 122,567 128,184
Number with netincome .. ..... ... ... 38,204 45,360 62,232 59,793 61,588 65,405
Totalassets . .................. ... ... 287,740,207 443,236,797 758,364,400 919,861,069 998,870,785 1,084,873,718
Networth ... ....... ... ... .. ....... 121,205,022 176,444,407 290,655,693 352,880,625 394,284,132 423,937,357
Total receipts . ...... ... .. .. ... ... .. 135,495,271 243,480,637 523,807,396 632,294,442 657,421,487 725,631,232
Business receipts . ................ .. 131,463,171 234,689,427 507,372,820 606,039,657 627,836,585 693,105,168
Interest received . ... ... . ... ... 930,266 1,520,913 5,760,072 9,138,892 19,491,678 11,250,353
Total deductions .. ........... ... ... .. 127,931,131 233,409,166 503,954,285 614,397,320 638,194,372 697,240,089
Cost of sales and operations . ... ....... 77,743,359 143,932,463 336,868,172 338,796,961 339,191,696 373,236,459
Interestpaid . ............ ... ...... 7,364,200 13,761,062 27,638,591 36,839,460 36,787,550 40,178,514
Net income (less deficit) .. .............. 7,543,718 10,099,571 20,046,155 18,335,959 19,492,314 28,851,644
Netincome ............. . 9,471,595 12,088,189 24,917,293 27,378,633 28,040,349 37,897,899
Deficit ......... .. . 1,927,877 1,088,618 4,871,138 9,042,673 8,548,036 9,041,255
Income tax before credits . .. ............ 4,342,334 5,107,158 10,532,722 11,356,073 11,621,625 15,579,597
Total income tax after credits® ........... 4,036,650 2,836,470 5,322,655 4,925,936 5,429,973 8,532,848
Distributions to stockholders
exceptinownstock .......... ... ... 5,837,565 8,900,353 17,329,807 21,438,500 24,540,824 27,505,378
WHOLESALE AND RETAIL TRADE
Number of returns, total . ... ............ 518,062 614,632 799,628 839,547 851,785 896,524
Number with netincome .. ....... ... .. 339,987 399,668 487,300 468,108 492,057 516,750
Totalassets .......................... 192,181,800 323,496,726 646,901,005 753,351,132 804,242,963 899,032,645
Networth ........................... 77,002,132 122,649,734 222,289,687 251,417,098 265,222,391 289,338,722
Total receipts .. ... ... ... ... ... ... 522,547,923 969,938,872 1,955,523,778 2,017,701,364 2,119,444 862 2,307,612,139
Businessreceipts ............. ... ... 511,316,883 951,463,550 1,919,347,689 1,972,305,356 2,071,264,407 2,250,774,641
Interest received . ........ ... ... ..., 1,291,906 3,857,318 10,503,989 14,373,589 115,049,512 18,406,334
Totaldeductions .. ............. ... . ... 512,910,193 947,511,780 1,919,454,218 1,989,739,286 2,084,482,953 2,265,843,128
Cost of sales and operations . . ......... 392,391,856 745,299,204 1,538,128,634 1,656,263,179 1,626,952,423 1,759,718,001
Interestpaid ....................... 4,309,663 8,587,173 25,645,855 30,429,310 27,598,584 33,204,502
Net income (less deficit) ................ 9,671,044 22,489,430 38,309,671 28,442,678 35,292,870 42,010,706
Netincome ........................ 12,395,411 27,681,721 49,426,500 45,747,936 50,844,081 58,584,558
Deficit ...... ... ... . . . 2,724,367 5,192,291 11,116,829 17,305,258 15,551,210 16,573,852
Income tax before credits . .............. 4,476,047 8,103,316 13,515,653 11,372,087 12,910,870 15,082,817
Total income tax after credits® ........ ... 4,237,181 7,348,619 10,552,250 9,422,188 10,653,391 12,414,978
Distributions to stockholders
exceptinownstock ................. 2,068,501 5,029,897 10,343,087 12,069,015 12,722,120 13,057,047
FINANCE, INSURANCE, AND REAL
ESTATE
Number of returns, total .. .....:........ 408,235 411,846 493,426 461,630 479,656 497,366
Number with netincome . ............. 248,586 243,409 273,853 252,689 269,267 274171
Totalassets . ..., 1,401,153,520 2,321,965,956 4,022,206,073 4,987,466,401 5,487,225,439 5,938,984,929
Networth ............. .............. 196,480,448 269,770,527 530,541,317 766,939,210 816,806,465 901,658,317
Totalreceipts .. ........ ... ... ... 177,321,173 315,795,981 697,460,846 949,867,877 902,822,472 1,033,146,416
Businessreceipts .......... ... . .... 92,091,887 157,126,715 256,892,475 337,493,098 362,627,365 431,157,290
Interest received . ...... ... ... ... .. 63,694,046 127,040,303 315,146,115 456,333,537 r439,937,980 497,044,327
Total deductions ...................... 161,630,060 297,963,817 652,637,787 915,164,762 856,678,689 985,687,308
Cost of sales and operations .. ... ...... 48,434,362 84,614,209 129,644,330 169,435,694 172,818,057 213,655,427
Interestpaid ........... ... ... ... 34,548,509 77,677,659 219,167,684 340,960,344 310,356,963 347,164,947
Net income (less deficity ........ ... ..... 12,214,079 11,663,330 33,122,792 21,804,088 31,714,771 32,677,046
Netincome ........................ 15,081,939 18,825,003 46,040,390 57,745,075 601,135,503 66,225,666
Deficit .......... ... ... .. ... ... .... 2,867,860 7,161,673 12,917,599 35,940,986 28,398,732 33,548,620
Income tax before credits .. . ............ 4,404,449 5,558,647 9,680,755 7.643,631 8,540,701 9,619,055
Total income tax after credits® .. ...... ... 4,150,009 4,673,705 7,699,628 5,497,808 5,696,723 6,730,460
Distributions to stockholders
exceptinownstock ................. 7.387.211 8,729,977 24,692,146 46,504,963 41,592,101 51,315,346
SERVICES )
Number of returns, total . ............... 281,218 435,672 671,338 819,706 848,394 899,370
Number with netincome . ............. 150,525 249,641 408,716 472,799 481,888 508,336
Total assets . .......... S 61,875,140 90,534,067 178,163,737 237,876,895 269,797,251 307,895,160
Networth ... ... ... ... ............. 19,529,062 26,855,374 52,865,513 67,785,385 74,710,659 84,773,772
Totalreceipts .......... .. ... ... ... ... 69,572,626 131,377,364 279,883,187 380,767,394 416,462,427 490,332,811
Businessreceipts ................... 66,459,515 125,747,462 266,088,619 355,090,610 392,064,594 458,038,533
Interest received . ................... 435,070 875,506 3,269,412 5,120,807 4,880,958 6,277,591
Total deductions ...................... 68,384,452 127,996,443 271,792,974 373,717,841 410,486,562 484,990,160
Cost of sales and operations .. ......... 37,733,747 63,724,869 129,352,692 135,273,962 143,277,759 170,889,613
Interestpaid .................... ... 1,802,802 3,279,438 8,033,612 11,265,412 11,798,141 14,068,343
Net income (less deficit) ................ 1,198,703 3,396,744 8,193,903 7,199,258 6,002,928 5,464,130
Netincome ........................ 3,384,869 6,025,592 13,246,601 16,061,222 16,959,225 19,373,912
Deficit ............ ... ... . ... ... 2,186,166 2,628,848 5,052,698 8,861,964 10,956,298 13,909,782
Income tax before credits . .. .......... .. 1,058,264 1,625,093 3,497,265 3,885,618 3,779,735 4,458,267
Total income tax after credits® ........... 1,003,130 1,323,637 2,617,889 2,613,020 2,673,706 3,175,178
Distributions to stockholders
exceptinownstock ......... .. ...... 855,402 1,841,945 3,269,285 2,407,362 3,126,700

See notes following Table 14,

558,452
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[Money amounts are in millions of dollars]

Selected Statistical Series 1970-87
Table 9.—Crude Oil Windfall Profit Tax Before and After Adjustments, by Quarter, 1980-1986

" Tax before Total Tax after
Quarter ending . adjustments adjustments ' adjustments 2
) 2 (3)
T 84,209 -5,994 78,215
March 1980* .. .. ... ... ... ... ........... e 788 - 788
JUune 1980 .. ... . e 2,842 -21 2.821
September 1980 . ... ... ... ... 3,413 -88 3.325
December 1980 .......... .. .. .. ... 3.918 -927 2,991
March 1981 . . . oo e 6,953 +242 7,195
JUne 1981 ... e 7.253 -107 7.146
September 1981 . ... ... .. .. ... ... 6,344 -25 6,093
December 1981 . ... ... ... ... ... 6,007 - 497 5,510
March 1982 . .. .. ... ... ... ... 5,222 -2 5,001
June 1982 . . . 4,283 -295 3,988
September 1982 .. ... . 4,404 —445 3,959
December 1982 .. ...... ... ... ... ... ... 4,440 -634 3,806
March 1983 . .. .. ... . 3,320 -193 3,127
June 1983 ... 2,951 -203 2,748
September 1983 . ... ... 2,822 -300 2,522
December 1983 .. .. ... ... .. ... 2,736 - 465 2,271
March 1984 . . . .. ... . . e 2,622 -228 2,394
June 1984 .. L. 2,468 -218 2,250
September 1984 . ... ... ... ... ... ... 2,447 -200 2,247
December 1984 .. ................ T 2,236 -256 1,980
March 1985 . .. .. ... .. 1,850 -117 1,733
JUNE 198BS . ... 1,653 -132 1,521
September 1985 . ... ... ... .. 1,442 - 146 1,296
December 1985 ............ IS 1,254 -209 1,045
March 1986 . ....... ... ... .. i, 541 - -83 458
See notes following Table 14.
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Table 10.—Gross Internal Revenue Collections: Amount Collected by Quarter and Fiscal Year, 1983-1987
[Money amounts are in millions of dollars]

73

Amount collected by type of return

Quarter and fiscal year Individual Corporation Excise Employment Estate and
Total . R ?
-income taxes’ income taxes taxes® taxes * gift taxes
) 2 3) 4) 5) (6)
FISCAL YEAR 1983, TOTAL ............ 627,247 349,628 61,780 35,766 173,848 6,226
October 1982 - December 1982 .. ....... 132,205 70,312 13,404 8,498 38,404 1,588
January 1983 - March 1883 ... ......... 150,019 86,853 11,494 8,222 41,930 1,519
April 1983 -June 1983 .. ............ .. 194,431 111,721 22,027 8,947 50,219 1,516
July 1983 - September 1983 ... .. .... ... 150,591 80,742 14,855 10,097 43,294 1,602
FISCAL YEAR 1984, TOTAL ............ 680,475 362,892 74,179 38,017 199,210 6,177
October 1983 - December 1983 ... ...... 141,849 73,379 16,208 9,654 41,132 1,476
January 1984 - March 1984 .. ... .. .. ... 164,681 89,316 14,337 8,862 50,545 1,622
Aprit 1984 - June 1984 .. ... ... .. ..... 208,814 114,525 25,990 9,680 57,061 1,558
July 1984 - September 1984 .. ... . .. ... 165,131 85,672 17,644 9,822 50,472 1,521
FISCAL YEAR 1985, TOTAL ............ 742,871 396,659 77,413 37,005 225,214 6,580
October 1984 - December 1984 . ... ... .. 155,919 79,775 17,546 9,732 47,286 1,580
January 1985~ March 1985 ... ... ..... 176,324 89,325 17,350 8,650 59,352 1,647
April 1985 - June 1985 ................ 233,946 136,141 24,843 9,013 62,313 1,636
July 1985 — September 1985 .. ... ... .. 176,682 91,418 17,674 9,610 56,263 1,717
FISCAL YEAR 1986, TOTAL ............ 782,252 416,568 80,442 33,672 244,375 7,195
October 1985 ~ December 1985 .. ....... 167,836 86,608 18,854 9,321 51,354 1,699
January 1986 - March 1986 .. .......... 186,178 97,804 16,243 8,175 62,309 1,647
April 1986 - June 1986 ................ 240,680 134,129 25,703 8,191 70,687 1,970
July 1986 - September 1986 .. .......... 187,558 98,027 19,642 7,985 60,025 1,879
FISCAL YEAR 1987
October 1986 - December 1986 ......... 180,580 92,346 22,466 8,281 55,615 1,872
January 1987 - March 1887 .. .......... 209,032 105,483 22,649 7,925 71,156 1,819
April 1987 - June 1987 ................ 285,477 164,008 29,748 8,493 81,139 2,089
See notes foliowing Table 14. ’
Table 11.—Internal Revenue Refunds: Amount Refunded By Quarter and Fiscal Year, 1983-1987
[Money amounts are in millions of dollars]
Amount refunded by type of return
Quarter and fiscal year Total Individual Corporation Excise Employment Estate and
ota income taxes’ income taxes? taxes? taxes* gift taxes
Q)] @ 3 @ (5) (6)
FISCAL YEAR 1983, TOTAL ............ 89,761 61,198 26,012 493 1,849 208
October 1982 - December 1982 .. .. ... .. 9,411 1,875 7,030 58 397 52
January 1983 - March 1983 .. ... ....... 23,928 16,548 6,838 108 372 62
April 1983 - June 1983 ................ 46,715 38,341 7,421 194 721 38
July 1983 - September 1983 . .. ......... 9,705 4,434 4,723 133 359 56
FISCAL YEAR 1984, TOTAL ............ 85,872 64,629 17,889 657 2,486 21
October 1983 - December 1983 .. ....... 7.201 2,064 4,548 195 325 69
January 1984 - March 1984 ... ......... 25,285 19,613 4,850 129 646 47
April 1984 - June 1984 ................ 44,859 38,161 5,452 230 968 47
July 1984 — September 1984 .. ... .. ... .. 8,527 4,790 3,039 103 547 48
FISCAL YEAR 1985, TOTAL ............ 86,322 66,908 16,725 892 1,606 191
October 1984 - December 1984 ... ... ... 6,729 2,246 4,177 122 138 46
January 1985 - March 1985 .. ....... ... 17,664 12,808 4,286 9N 439 40
April 1985 -June 1985 . ............ ... 52,376 46,370 4,701 556 702 47
July 1985 - September 1985 ... ....... .. 9,551 5,484 3,561 123 326 57
FISCAL YEAR 1986, TOTAL ............ 94,424 73,078 18,297 962 1,800 287
October 1985 - December 1985 .. .. ... .. 7.948 3,003 4,268 128 488 61
January 1986 - March 1986 .. .......... 25,895 19,950 4,997 320 577 51
April 1986 - June 1986 ... ............. 50,200 44,375 5,058 232 435 100
July 1986 - September 1986 ............ 10,381 5,750 3,974 282 300 75
FISCAL YEAR 1987
October 1986 ~ December 1986 .. .. ... .. 8,668 3,406 4,789 111 312 50
January 1987 ~ March 1987 ............ 128,422 122,198 5,296 r479 r393 56
April 1987 - June 1987 ................ 49,528 42,858 5,948 332 333 57

See notes following Table 14.
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Table 12.—Classes of Excise Taxes by Selected Fiscal Years, 1970-1987

[Money amounts are in thousands of doflars]

Selected class of tax

Taxes collected by fiscal year

1970

11975 1980 1984 1985 1986
. () (@ (3) 4) 5) 6)
ALCOHOL TAXES, TOTAL ............. 4,746,382 5,350,858 5,704,768 5,402,467 5,398,100 5,647,485

Distiled spirits . ... .. ... ... ... ....... 3,501,538 3,865,162 3,945,377 3,566,482 3,520,697 3,731,368

Wine | ... ... 163,337 177,113 211,538 319,920 305,966 - 415,196

BEEr ... 1,081,507 1,308,583 1,547,853 1,516,064 1,571,436 1,500,921

TOBACCO TAXES, TOTAL ............. 2,094,212 - 2,315,090 2,446,416 4,663,610 4,483,193 4,607,845
Cigarettes ...........0......... . © 2,036,101 2,261,116 2,402,857 4,623,288 4,448,916 4,566,338
‘Cigars ........ F ) 56,834 " 51,226 39,500 30,372 24,294 . 30,418

MANUFACTURERS EXCISE TAXES, - .

TOTAL .. iiiiiiiiii i iiiannananns 6,683,061 5,516,611 6,487,421 r10,107,930 10,020,574 9,927,742

Gasoline and lubricatingoil .. ........... 3,517,586 4,071,465 4,326,549 9,020,413 9,062,630 8,857,380

Tires, tubes and tread rubber' . ... .. ..... 614,795 697,660 682,624 423,315 242,923 - 285,728

Motor vehicles, bodies, parts® ........... 1,753,327 662,556 1,088,696 -14,777 N/A N/A

Recreational products . .. ............... 53,427 84,946 136,521 -132,448 166,666 174,898

. Black Lungtaxes . .................... - N/A ON/A 251,288 525,422 548,356 561,158 .

SPECIAL FUELS AND RETAILERS TAXES, . .

TOTAL® ... i i e i 257,820 404,187 560,144 “12,579,747 3,802,608 - ‘3,783,295
Diesel and special motor fuels ....... .. 257,712 370,489 512,718 1,571,437 2,430,165 2,613,980 -
Trucksand buses . .:................ - N/A N/A N/A 1932,645 1,289,750 1,091,356

MISCELLANEOUS EXCISE TAXES, . C

TOTAL ...ttt inienens 2,084,730 3,306,077 - 6,359,198 r13,319,322 11,044,833 15,131,146

Telephone and teletype* . .............. 1,469,562 2,023,744 1,117,834 . 2,034,965 2,307,607 2,339,153

Airtransportation .. ............. ... 250,802 850,567 1,748,837 2,456,712 2,589,818 2,707,534

Highway usetax .. ................. ... 135,086 207,663 . 263,272 175,054 . 456,143 566,675

Foreign insurance® . ... ... ... ......... 8,614 19,458 74,630 56,037 73,494 139,720

Exempt organization net ’ o .
investment income ... .. LT N/A 63,828 65,280 146,806 136,153 21719

_Crude oil windfall profit . e e o NIAL L1 ~ N/A 3,051,719 _ 8,120,274 _. 5,073,159 '.8,866,967 _

Environmental taxes (Superfund) ........ N/A N/A N/A 275,389 272,957 68,538

Fiscal year quarter ending
Selected class of tax
R Mar. 1986 . June 1986 Sept. 1986 Dec. 1986 Mar. 1987 June 1987
. @) ()] 9) (10) (1 (12)

ALCOHOL TAXES, TOTAL ............. 1,567,328 . r1,547,677 1,393,027 1,394,412 1,615,688 1,446,495

Distilled spirits .. .. .. ................. 1,048,523 1,012,792 891,958 n.a. © na “na -

Wine .. ... 138,732 ° . 88,688 110,298 na. - na n.a.

Beer ...... .. T S T D 380,073 468,224 390,772 - - na. Corna - -na. -

TOBACCO TAXES, TOTAL ............. . 1,246,160 1,165,802 1,379,276 1,045,588 1,183,710 1,207,283
Cigarettes .. .............. i 1,237,089 1,154,727 1,364,104 1,031,001 1,170,327 1,186,882
WCigars,Toillo P I 7,315 8,844 10,608 9,063 7.268 13,102 -

MANUFACTURERS EXCISE TAXES : oo L i . )

TOTAL .. .iiiiiediiiinnrnaennans 2,525,371 2,850,438 2,403,640 2,606,798 2,531,445 2,480,742

Gasoline and lubricating oil ............¢ 2,275,074 2,605,913 2,086,087 - 2,341,860 2,214,271 2,222,664

Tires, tubes and tread rubber' .. ......... 74,557 60,246 74,874 76,947 77.586 . . 66,151

Recreational products . .. ............... 41,697 42,455° 43,890 43,018 40,224 53,374

Black Lungtaxes ............ P 134,042 141,825 150,211 144,974 143,564 138,552

SPECIAL FUELS AND RETAILERS TAXES, .

TOTAL® ... cneeeiiaens 979,041 906,929 965,381 915,477 . 937,409 . . 882,798
Diesel and special motor Iuels ......... 650,678 666,448 654,053 672,119 646,030 637,857
Trucks and buses, chassis, ' . .

bodies, etc. ... . ....... . ... RN 309,123 222,441 291,177 222,455 271,891 224,059
. MISCELLANEOUS EXCISE TAXES B : ' . o - R

TOTAL ......ovncvvnnnn i 4,622,109 3,565,175 - 2,386,588 1,838,554 1,367,972 . 2,077,536

Telephone and teletype™® . .............. 633,066 . 590,082 559,726 679,150, 583,799 -~ 679,331 .,

Air transportation ... ... ..o 665,993 623,037 700,839 770,929 747,811 639,949 -

Highway usetax ...................... 135,774 99,743 L 277,711 59,958 126,163 91,726

Foreign insurance® . ...« ............... 29,059 64,354 o 25,389 25,523 34,321 31,321 .

Exempt organization net ’ - DR -, .
investment income .. ....:. .. 0 . 55,476 71,659 63,984 22,318 43,256 ..121,962

Crude oil windfall profit .................. 3,062,418 2,035,442 689,680 223,634 - 230,799 250,915

See notes following Table 14.
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Table 13.—Selected Returns and Forms Filed or to be Filed During Selected Calendar Years, 1970-1987
Number Filed In Calendar Year
Type of return or form 1987
1970 1975 1980 1984 1985 1986 (Projected)
m [¢) 3 4) ) (6) (Ul
Individuatincome .............. ... ... .. 77,281,384 84,026,785 93,196,076 96,651,754 99,704,246 101,952,850 104,145,699
Form 1040 ...... ... ... ... ... ... 77,143,251 61,450,279 55,360,030 61,185,893 64,010,068 66,359,095 69,086,500
Nonbusiness ....................... 68,129,351 51,377,153 43,957,141 47,411,432 49,873,300 51,733,688 54,009,945
BUSINESS ........coiiiiiii 9,013,900 10,073,126 11,402,889 13,774,461 14,136,768 14,625,407 15,076,555
ScheduleC ........... ... .. ... 6,351,304 7,438,968 8,944,298 11,326,739 1,767,348 12,329,218 12,965,837
Schedule F....................... 2,662,596 2,634,158 2,458,591 2,447,722 2,369,420 2,296,189 2,110,718
Form 1040A .. ... ... ... .. ... ... ... N/A 22,462,776 37,692,282 19,590,110 18,779,084 18,408,426 18,008,724
Form1040EZ .. ....... ... ... ....... N/A N/A N/A 15,720,860 16,739,767 16,983,394 16,843,776
Other' ... 138,133 113,730 143,764 154,891 175,327 201,935 206,699
Corporationincome ..................... 1,758,600 2,132,758 2,675,704 3,166,715 3,437,249 3,700,851 3,841,594
Forms 1120, L,andM ... ............ 1,487,244 1,762,920 2,115,542 2,453,162 2,432,265 2,523,240 2,630,976
Form 1120A .. ... . ... .. ... ... .. N/A N/A N/A N/A 199,665 285,134 297,308
Form 11208 .. ....... ... . ... ... .... 248,936 367,219 528,070 653,640 736,945 811,987 826,254
Other? . 1,414 2,619 32,092 59,913 68,374 80,490 87,026
Partnership, Form 1065 ................ .. 991,904 1,132,839 1,401,567 1,675,605 1,755,339 1,831,600 1,887,165
Fiduciary, Forms 1041 and 1041S . .. .... ... 1,149,445° 1,558,570 1,876,392 2,012,954 2,124,969 2,276,245 2,344,660
Estate Tax, Forms 706 and 706NA .. ... .. .. 141,156 225,827 147,303 81,334 80,768 67,591 56,352
Gift Tax, Form709 ...................... 146,338 273,184 214,789 88,991 97,720 101.322 106,503
Exempt Organization .................... 387,469 403,809 442,607 399,987 454,097 488,046 501,065
Form990 ......... ... .. .. ... . ... 377,030° 346,627 362,632 319,859 365,506 375,834 386,454
Form990-PF . ....... ... .. ... ....... N/A 29,637 33,137 29,107 32,005 40,931 40,493
Form990-T ......... ... . ... ........ 5,046 19,683 23,485 25,115 26,181 32,731 34,516
Forms 990C, 4720, and 5227 ........... 5,393 7,862 23,383 25,906 30,405 38,312 39,602
See notes on following Table 14.
Table 14.—Taxpayers Receiving Assistance, Paid and Unpaid, by Tax Year of Return, 1983-86
[Some estimates based on samples—all amounts are in thousands)
Tax Year
Type of assistance
1983 1984 1985 1986
(1) @ 3 “4
Returns with paid preparer signature:’
AlTEIUINS .o e e 43,258 45,220 46,685 48,049
T1040EZ . e 694 728 740 655
T040A . 5,144 4,470 4,389 4,135
1040, t0tal . . ..o 37,421 40,022 41,556 43,259
1040 Business, total . ....... ... ... .. 9,563 10,081 10,658 11,087
Nonfarm .. ... 7,764 8,288 8,924 9,385
Farm 1,800 1,793 1,734 1,702
1040 Nonbusiness, total . .......... ... ... ... ... .. .... 27,858 29,941 30,898 32172
With itemized deductions ... ....... .. ... ..o oL 16,475 17,866 18,996 18,732
Without itemized deductions .......... ... .. .. ... ... 11,383 12,075 11,902 12,627
Assistance provided by IRS:?
Telephoneinquiries . ...... ... ... ... . .. ... 42,212 41,904 38,195 23,093
Recorded telephone information .. .. ............. ... ... ... 3,406 8,307 7,850 7,991
Office walk-ins, information . ... ....... ... . ... ... ......... 8,963 8,144 8,114 5,077
Written inquines . ... . 163 160 241 99
Special programs:
Community classes and seminars (taxpayers assisted) ......... 313 400 374 707
Volunteer Income Tax Assistance (VITA) (returns prepared) .. ... 285 295 302 248
Tax Counseling for the Elderly (returns prepared) ............. 185 199 333 203

See notes on following page.
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General notations

N)A - Not applicable

n.a. - Not available

p - Preliminary

r - Revised

* - See Appendix, Genéral Description of Statistics of In-

come, Sample Procedures and Data Limitations.

Table 1

[1] Includes unemployment compénsation starting with

1979 and certain social security income starting with °

1984.
[2] Includes total itemized deductions, charitable.contribu-
" tions for nonitemizers, and zero bracket amount on non-
itemized deduction returns.

[3] Includes deductions not shown separately below

. _ —.-[4] Includes. surcharge of $2,018, 078,000. . - - - .-

{8] Includes credits not shown separately below.

[6] Investment credit was included in the more-inclusive

general business tax credit introduced beginning with

1984.

[7] Includes income tax after credits and the additional tax
for tax preferences, i.e., minimum tax and alternative
minimum tax. -

SOURCE: Statistics of Income—indiviaual Income Tax Re-
turns, appropriate years. Data are subject to sampling error.
Tax law and tax form changes affect the year-to-year com-
parability of the data. See the specific Statistics of Income
reports for a description of sampling error and of the
changes mentioned above.

Table 2

[1] Includes exemptions for age and 'blindne_ss.

[2] Totals in Table 2 do not agree with Tables 1 and 3 be--
cause they were obtained from a different source. For

purposes of Table 2:

a. ‘Number of returns by State include, in addition to
Forms 1040, 1040A and 1040EZ filed by U.S. citi-
zens and residents, Forms 1040NR filed by nonresi-
“dent aliens, as well as self-employment tax returns
used in Puerto Rico and certain U.S. territories and

possessions.

b. “Total tax™ liability includes total income tax plus tax
from recomputing prior-year investment credit, tax
applicable to Individual Retirement Arrangements
(IRA’s), self-employment tax, social security tax on tip
income, and certain other income-related taxes. To-
tal tax is before reduction by earned income credit
(see also footnote (c), below).

c. Earned income credit, available to certain low-in-
come workers, could result in a refund (1) if there
was no “total tax” (as defined in footnote 2(b), .
above), in which case the full amount was refund-
able, or (2) if the credit exceeded “total tax,” in which
case the excess was refundable. The difference be-
tween columns 19 and 21 is the refundable portion.

Total tax {column 16) minus earned income credit
.(column 21) is the amount most comparable to total
taxin Tables 1 and 3. The total tax which results from
this subtraction differs from Tables 1 and 3 because
it includes additional taxes (see footnote 2(b), above)
and because earned income credit used to offset tax
(column 21) also includes ‘amounts offset ‘against
“these additional taxes.

[3] Includes, for example, returns filed from Army Post Of-
fice and Fleet Post Office addresses by servicemen and
women stationed overseas; returns filed by other U.S.
citizens abroad; and returns filed by residents of Puerto

~ Rico with income from sources outside Puerto Rico or
with income earned as U.S. Government employees.

"~ NOTE: This table presents aggregates of all returns filed
- and processed through the Individual Master File (IMF) sys-

tem during Calendar Year 1986. Data have not been edited
for Statistics of Income purposes.

SOURCE: Internal Revenue Service, Tax Processing Sys-
tems Division, IMF Returns Systems Branch.

Table 3

A (1] Includes income tax after credits and the additional tax

for tax preferences, i.e., minimum tax, and alternative
minimum tax. )

A[2] Social security income was included in adjusted gross

income for Tax Years 1984 and 1985.
[3] Includes returns with adjusted gross deficit.
[4] For many taxpayers in this size class includes additional

tax for tax preferences not |nc|uded in “taxable in-
~come.’ :




N:PE

SOURCE: Statistics of Income—individual Incorme Tax Re-
turns, appropriate years. Data are subject to sampling error.
Tax law and tax form changes affect the year-to-year com-
parability of the data. See the specific Statistics of Income
reports for a description of sampling error and of the
changes mentioned above.

Table 4
[1] Includes breakeven businesses.

SOURCE: Statistics of Income—Sole Proprietorship Re-
turns, appropriate years, and SO/ Buffetin, Summer issues.
Data are subject to sampling error. Tax law and tax form
changes affect the year-to-year comparability of the data.
See the specific Statistics of Income reports for a descrip-
tion of sampling error and of the changes mentioned above.

Table 5

[1] Total assets, total liabilities and partners’ capital account
are somewhat understated because not all partnership
returns included a complete balance sheet.

[2] Short-term debt is the abbreviated title given to mort-
gages, notes and bonds payable in less than 1 year.

{3] Long-term debt is the abbreviated title given to mort-
gages, notes and bonds payable in 1 year or more. In
addition, for Tax Year 1975, long-term debt included
nonrecourse loans.

[4] See footnote 4 Table 6, for changes in the comparability
of the statistics for receipts and deductions starting with
1981. Also, statistics for interest received are combined
with dividends beginning with 1982.

{5] Beginning with 1981, represents the more all-inclusive
amounts reported in depreciation computation sched-
ules rather than the amounts reported as the deprecia-
tion deduction (plus depreciation identified in cost of
sales and operations schedules).

SOURCE: Statistics of Income—Partnershijp Returns, ap-
propriate years, and SO/ Buffetin, Summer issues. Data are
subject to sampling error. Tax law and tax form changes
affect the year-to-year comparability of the data. See the
specific Statistics of Income reports for a description of sam-
pling error and of the changes mentioned above.

Table 6

[1] Size classes are based on the sum of business receipts,
i.e., gross amounts from sales and operations, and
gross rents for industries except finance, insurance and
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real estate. For the latter industries, positive net rental
income was added to total receipts, which is the sum of
business receipts and investment income. For partner-
ships, see also footnote 4, below.

{2] Includes returns with no receipts as defined in footnote 1.
[3] Includes corporations with zero assets and liabilities.

[4] Beginning with 1981, “total receipts” in Table 5 includes,
in part, only the net income or loss from farming and
rentals. Previously, “total receipts” included the gross
receipts from farming and rentals and, if rental receipts
were the principal source of total receipts, they were
treated as “business receipts” for the statistics. To help
minimize the break in comparability caused by this
change in statistical treatment of farm and rental in-
come, an effort was made starting with 1981 to include
rental (though not farm) gross receipts in the receipts
used for the size distribution in Table 6. ‘

In Table 5, since only the net income or loss from farm-
ing and rentals was included starting with 1981, the
deductions reported in computing these net incomes
are excluded from the deduction statistics. For previous
years, these deductions are reflected in the deduction
statistics.

[8] Prior to 1979, partnerships that had liquidated were as-
sumed to have zero assets and liabilities, even if their
balance sheets showed otherwise, and were included
in the “under $25,000" asset size class. Beginning with .
1980, balance sheet data reported for liquidated part-
nerships were tabulated as reported and were included
in the appropriate asset size classes.

SOURCE: Statistics of /income—Corporation Income Tax
Heturns, appropriate years, Statistics of Incorme—Partner-
ship Returns, appropriate years, Statistics of income—Sole
Proprietorship Returns, appropriate years, and SO/ Buletin,
Summer issues. Tax law and tax form changes affect the
year-to-year comparability of the data. See the appropriate
Statistics of Income reports for a description of sampling
error and of the changes mentioned above.

Table 7

[*] Estimate should be used with caution because of the
small number of sample returns on which it is based.

[1] Included in “Number of returns, total” and “Number
with net income.”

[2] Corporations with no more than 10 shareholders (35
beginning with 1983), most of them individuals, electing
to be taxed at the shareholder level.
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[3] Domestic International Sales Corporations were
taxed through parent corporations when profits were
distributed or deemed distributed to them.

[4] Includes dividends reported in combination with inter-
est on Form 1120-S by S Corporations, i.e., corpora-
tions that elect to be taxed through shareholders.'Based
on prior years, when Form 1120-S required each to be
reported separately, nearly all of the combined amount
represents interest.

[5] Includes a surcharge of $784,437,000.

[6] General business credit includes alcohol fuel, invest-
ment, jobs, and employee stock ownership play (ESOP)
credit which were shown separately in previous years.

NOTES: Net long-term capital gain reduced by net short-
term capital loss includes amounts from Forms 1120S,
which are not included in computed total receipts nor net

income for Tax Year 1984. Therefore, the components of -

total receipts do not equal the computed total receipts. Also,
detail may not add to totals because of roundmg

‘SOURCE -Statistics of- /ncome—Corporat/on Income Tax
Returns, appropriate years. Data are subject to sampling
error. Tax law and tax form changes affect the year-to-year
comparability of the data. See the appropriate Statistics of
Income reports for a description of sampling error and of
the changes mentioned above.

:Table 8

[1] Revisions shown in Table 7 for total assets, total liabili-
ties, net income (less deficit), net income, total income
tax after credits and distributions to stockholders except
in own stock, were not tabulated by industry.

[2] Includes additional tax for tax preferences (mmlmum
tax), tax from recomputing prior-year investment credit
and Personal Holding Company tax.

SOURCE: Statistics of Income—Corporation Income Jax
Returns, appropriate years. Data are subject to sampling
error. Tax law and tax form changes affect the year-to-year
comparability of the data. See the appropriate Statistics of
Income reports for a description of sampling error and of
the changes mentioned above.

Table 9

[1] Adjustments were for a under- or over-withholding of tax
from previous quarters that the depositing or withhold-

- ing agent (usually the first purchaser of the oil after ex- .

traction) corrected by adjusting amounts withheld in
succeeding quarters or, more frequently, because of

application of the net income limitation. (Windfall profit
subject to tax was limited in that it could not exceed 90
percent of the net income attributable to a barrel of oil.)

[2] Quarterly totals for tax liability after adjustments from
Forms 6047 differ from the quarterly totals of tax col-
lected (Table 12) because of the time elapsed between
the close of the quarter to which the tax liability data
relate and the quarter in which the Forms 6047 were
actually processed through the IRS Business Master
File system and the tax collected. Therefore, collection
data for a specific quarter may include data for more
than one quarter and, correspondingly, exclude data for

. the same reason. As a result, the datain Tables 9 and 12
are not directly comparable.

[3] Crude Oil Windfall Profit Tax Act of 1980 provided for a
gradual 33-month phaseout of the tax, beginning in
January 1988, if $227.3 billion in tax (after certain in-
come tax adjustments not reflected in columns 2 and 3)
was realized by that time; otherwise the phaseout was to
begin no later than January 1991.

[4] Windfall profit excise tax was first applicable to domestic

- —crude oil extracted after February 1980. Therefore, data_ -
for the quarter ended March 1980 are for the month of
March only.

SOURCE: Internal Revenue Service, :Statistics of Income
Division. For quarters ending March 1980 through Decem-
ber 1985, see the SO/ Bufletin, quarterly issues, Fall 1981
through Fall 1986. Tax law changes affect the comparability
of the data over the time periods shown. See specific issues
of the SO/ Bulletin for a description of these law changes
and of the samples on which the statistics were-based.

Tables 10 and 11'

[1} Individual income tax collected includes that portion
which was designated for the presidential election cam-
paign fund by taxpayers on their returns. Also included
is the fidiciary income tax collected (from estates and
trusts). Fidiciary income tax collected was $4.5 billion in
1986, $4.1 billion in 1985, $2.9 billion in 1984, and $2.7
billion in 1983. Presidential election campaign designa-
tions amounted to $35.9 million in 1986, $34.8 million in
1985 and 1984, and $35.5 million in 1983.

[2] Corporation income tax collected includes various taxes
applicable to tax-exempt organizations, including the
tax on “unrelated business income.” Total taxes col-
lected from tax-exempt organizations were $153.0 mil-

_ lion (1986), $69.8 million (1985) $50.0 million (1984),
and $45. 1 million (1983).

[3] Excise taxes are imposed on selected products, serv-
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ices and activities, such as those on alcohol and to-
bacco products and the windfall profit tax on domesti-
cally-produced crude oil.

[4] Employment taxes include payroll taxes levied on
salaries and wages, such as social security, railroad
retirement and unemployment taxes; plus the self-em-
ployment tax imposed on “self-employment income.”

NOTES: Collections (or refunds) are those made during the
time periods indicated, regardless of the year or other per-
iod during which the tax liability was incurred (or to which
the refund applied). ‘

Collections represent the gross amounts before refunds
and include amounts paid with the return; prior to filing the
return (as applicable, income tax withheld by employers
and estimated tax payments); and subsequent to filing the
return (chiefly the result of initial return processing or of
examination and enforcement activities). Collections also in-
clude interest and penalties.

Refunds result chiefly from tax overpayments determined at
time of filing a return. Included are amounts subsequently
determined as due the taxpayer as a result of an amended
return or a claim for refund (including those produced by
“net operating loss” and other carryback adjustments from
future taxable years); or as a result of initial return process-
ing or of examination and other activities. Individual income
tax refunds are net of offsets under laws which require IRS
to act as collection agent for delinquent payments owed
various U.S. agencies under specific programs. All refund
data include interest paid by IRS.

Detail may not add to totals because of rounding.

SOURCE: Internal Revenue Service, Returns Processing
and Accounting Division, Accounting Branch.

Table 12

[1] Effective January 1, 1984, taxes on tubes and tread
rubber were repealed, and dealers holding taxable tires
were assessed a one-time floor stock tax.

[2] Effective January 7, 1983, the excise taxes on parts and
accessories for trucks and buses, which are included in
this classification, were repealed. Beginning with the
quarter ending December 1983, motor vehicles are ex-
cluded.

[3] Special fuels, total, includes diesel and special motor
fuels which were classified as miscellaneous excise
taxes in 1970. Beginning with the quarter ending De-
cember 1983, motor vehicles are included.
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[4] Effective January 1, 1983, the excise tax increased from
1 percent to 3 percent.

[5] The negative amounts are due to refunds of this tax
under the United States - United Kingdom Income Tax
Treaty, which provides for an exemption from the tax
retroactive to January 1, 1975. Also, a similar United
States - France treaty provides for an exemption retroac-
tive to January 1, 1979.

NOTES: For 1970 and 1975, the fiscal year was defined as
July of the previous calendar year through June of the year
noted. For 1980-86, the fiscal year was defined as October

of the previous calendar year through September of the
year noted.

Additional detail is published in the Annual Report of the
Commissioner and Chief Counsel Internal Revenue Serv-
ce.

SOURCE: Internal Revenue Service, Returns Processing
and Accounting Division, Revenue and Accounting Branch.

Table 13
[1] Includes Forms 1040C, 1040NR, 1040PR, and 1040SS.
[2] Includes Forms 1120F, 1120 POL, and 1120H.

[3] Includes Form 1041A.

[4] Includes Form 990A.

SOURCE: Internal Revenue Service, Research Division,
Projections and Forecasting Group.

Table 14

[1] Estimates of returns with paid assistance for 1985 and
earlier years are based on the full-year sample of returns
used for Statistics of /Income—inaividual Income lax
Returns.

1986 projections are based on converting 1986 Tax-
payer Usage Study sample (TPUS) to the equivalent of
the Statistics of Income (SOl) sample. This was done
because the TPUS sample represents returns filed
through April, while the SOl sample represents all indi-
vidual income tax returns filed for a calendar year. For
additional information about the TPUS sample, see the
Summer 1987 issue of the SO/ Buletin.

[2] Data on IRS Taxpayer Service Programs are collected
on a fiscal-year basis. In general, assistance rendered in
a given fiscal year may be related to returns due on
April 15th during the fiscal year and are for the tax year
ending with the previous December. Therefore, data in
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Table 14, which are presented on a tax year basis, are
actually for a fiscal year, e.g., data shown as for Tax Year
1985 are actually for Fiscal Year 1986.

NOTE: Data on IRS assistance represent taxpayer contacts.
Some taxpayers make more than one contact. The number

of taxpayers assisted (in contrast to the number of contacts
made) is not known.

SOURCE: Data on paid preparers obtained from. Statistics -
of Income and Taxpayer Usage Study samples. Data on IRS
assistance were compiled by the Taxpayer Service Division.




Appendix*

General Description of Statistics of Income

Sample Procedures and Data Limitations

This appendix discusses typical sampling procedures
used in most Statistics of Income (SOIl) programs. Aspects
covered briefly include sampling criteria, selection tech-
niques, methods of estimation, and sampling variability.
Some of the nonsampling error limitations of the data are
also described, as well as the tabular conventions em-
ployed.

Additional information on sample design and data limita-
tions for specific SOI studies can be found in the separate
SOl reports (see the References at the end of this Appen-
dix). More technical information is available, upon request,
by writing to the Director, Statistics of Income Division, Inter-
nal Revenue Service, Washington, DC 20224,

SAMPLE CRITERIA AND SELECTION OF RETURNS

Statistics compiled for the SOl studies are generally
based on stratified probability samples of income tax re-
turns or other forms filed with the Internal Revenue Service
(IRS). The statistics do not refiect any changes made by the
taxpayer through an amended return or by the IRS as a
result of an audit. The samples are based on such criteria
as: industry, presence or absence of a return form sched-
ule, accounting period, State from which filed and various
income factors or other measures of economic size (such as
total assets in the case of corporations).

The probability of a return being designated depends on
its sample class or stratum and may range from a fraction of
1 percent to 100 percent. Considerations in determining the
selection probability for each stratum include the number of
returns in the stratum, the diversity of returns in the stratum,
and interest in the stratum as a separate subject of study. All
this is subject to constraints based on the allowable total

cost or predetermined size of the total sample for the pro- -

gram.

For most SOI studies, returns are designated by com-
puter from the IRS Master File based on the taxpayer identi-
fication number (TIN) which is either the social security

number (SSN) or the employer identification number (EIN).
A fixed and essentially random number is associated with
each possible TIN. If that random number falls into a range
of numbers specified for a return’s sample stratum, then it is
selected and processed for the study. Otherwise it is
counted (for estimation purposes) but not selected. In some
cases, the TIN is used directly by matching specified digits
of it against a predetermined list for the sample stratum. A
match is required for designation.

Under either method of selection, the TIN's designed
from one year's sample are for the most part selected for the
next year's, so that a very high proportion of the returns
selected in the current sample are from taxpayers whose
previous years' returns were included in earlier samples.
This longitudinal character of the sample design improves
the estimates of change from 1 year to the next.

METHOD OF ESTIMATION

As noted above, the probability with which a return is
selected for inclusion in a sample depends on the sampling
rate prescribed for the stratum in which it is classified.
Weights are, in general, computed by dividing the count of
returns filed for a given stratum by the count of sampie
returns for that same stratum. “Weights” are used to adjust
for the various sampling rates used—the lower the rate, the
larger the weight.

The data on each return in a stratum are then multiplied
by that weight. To produce the tabulated estimates, these
weighted data are summed to produce the published statis-
tical totals.

SAMPLING VARIABILITY

The particular sample used in a study is only one of a
large number of possible random samples that could have
been selected using the same sample design. Estimates
derived from the different samples usually vary. The stand-
ard error of the estimate is a measure of the variation among

*Compiled by Bettye Jamerson, Coordination and Publications Staff, under the direction of Robert Wilson, Team Leader.
Major contributions were made by Paul McMahon, Corporation Statistics Branch, Operations Section. 81
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the estimates from all possible samples and is used to mea-
sure the precision with which an estimate from a particular
sample approximates the average result of the possible
samples. The sample estimate and an estimate of its stand-
ard error permit the construction of interval estimates with
prescribed confidence that this interval includes the actual
population value.

In SOI reports the standard error is not directly presented.
Instead, the ratio of the standard error to the estimate itself is
presented in decimal form. This ratio is called the coefficient
of variation (CV). The user of SOl data may multiply an
estimate by its coefficient of variation to recreate the stand-
ard error and to construct confidence intervals.

For example, if a sample estimate of 150,000 returns is
known to have a coefficient of variation of 0.02, then the
following arithmetic procedure would be followed to con-
struct a 68 percent confidence interval estimate:

150,000 - (sample estimate)
x 0.02 (coefficient of variation)
‘‘‘‘‘ =3000 ° (standard error of estimate)
150,000 (sample estimate)
+ or — 3,000 (standard error)

= 147,000-153,000 (68% confidence interval)

Based on these data, the interval estimate is from 147 to
153 thousand returns. A conclusion that the average esti-
mate of the number of returns lies within an interval com-
puted in this way would be correct for approximately
two-thirds of all possible similarly selected samples. To ob-
tain this interval estimate ‘with 95 percent confidence, the
standard error should be multiplied by 2 before adding to
and subtracting from the sample estimate. (In this particular
case, the resulting interval would be from 144 to 156 thou-
sand returns.)

Further details concerning confidence intervals, including
the approximation of CV’s for combined sample estimates,
may be obtained on request by writing the Director, Statis-
tics of Income Division. ‘

Generally in the SOI Bulletin only conservative upper limit
CV'’s are provided for frequency estimates. These do, how-
ever, provide a rough guide to the order of magnitude of the
sampling error.

NONSAMPLING ERROR CONTROLS
AND LIMITATIONS

Although the previous discussion focuses on sampling
methods and the limitations of the data caused by sampling
error, there are other sources of error that may be significant in
evaluating the usefulness of SOI data. These include taxpayer

reporting errors, processing errors, and effects of an early cut-
off of sampling. More extensive information on nonsampling
error is presented in SOl reports, when appropriate.

In transcribing and tabulating the information from the re-
turns or forms selected for the sample, checks are imposed to
improve the quality of the resultant estimates. Tax return data

may be disaggregated or recombined during statistical “edit-

ing” in order both to improve data consistency from return to
return and to achieve definitions of the data items that are more
in keeping with the needs of major users. In some cases not all
of the data are available from the tax return as originally filed.
Sometimes the missing data can be obtained through field
followup. More often though, they are obtained through impu-
tation methods. As examples, other information in the return or
in accompanying schedules may be sufficient to enable an
estimate to be made; prior-year data for the same taxpayer
may be used for the same purpose; or data from another
return for the same year that has similar characteristics may be
substituted. Research to improve methods of imputing data
that are missing from returns continues to be an ongoing
process [1].

- ‘Oualit'y"c)f'the basic data abstracted from the returns is

subjected to a number of quality control steps including
100-percent key verification. The data are then subjected to
many tests based on the structure of the tax law and the
improbability of various data combinations. Records failing
these tests are then subjected to further review and any
necessary corrections are made. In addition, the Statistics
of Income Division in the National Office conducts an inde-
pendent reprocessing of a small subsample of statistically-
processed returns as a further check.

Finally, before publication, all statistics are reviewed for
accuracy and reasonableness in light of provisions of the
tax laws, taxpayer reporting variations and limitations, eco-
nomic conditions, comparability with other statistical series,
and statistical techniques used in data processing and esti-
mating. S ' '

TABULAR CONVENTIONS

Estimates of frequencies and money amounts that are
considered unreliable due to the small sample size on
which they are based are noted by an asterisk (*) to the left
of the data item(s) in the tabulations. The presence of an
asterisk indicates that the sample rate is less than 100 per-
cent of the population and there are fewer than 10 sample
observations available for estimation purposes.

A dash in place of a frequency or amount indicates that

no sample return had that characteristic. In addition, a dash

in place of a coefficient of variation for which there is an
estimate indicates that all returns contributing to the esti-
mate were selected at the 100-percent rate.
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Whenever a weighed frequency in a data cell is less than
3, the estimate is either combined with other cells or deleted
in order to avoid disclosure of information about individual
taxpayers or businesses [3]. These combinations and dele-
tions are indicated by a double asterisk (* *).

NOTES

(1

(2]

For an example of the recent SOI Division research, see
Hinkins, S., “Matrix Sampling and the Effects of Using
Hot Deck Imputation,” in 1984 Proceedings: American
Statistical Association, Section on Survey Research
Methods p. 245. Other research efforts are included in
Statistical Uses of Administrative Records: Recent Re-
search and Present Prospects, Volume 1, pages 179-
184, Internal Revenue Service, March 1984.

Quality control activities for all SOI studies will be pub-
lished in a series of forthcoming reports. These reports
will provide detailed information relating to quality in all
phases of SOI processing.

[3] In the case of geographic statistics, steps to avoid dis-

closure are taken when a weighted frequency is less
than 10.

REFERENCES

For information about the samples used for specific SOI

programs see:

Individual Income Tax Returns, 1983, (see especially
pages 4-7).

Statistics of Income—1982, Corporation Income Tax Re-
turns (see especially pages 9-15).

Statistics of Income—1978-82, Partnership Returns (see
especially pages 237-244).

Statistics of Income—1379-83, Compendium of Studies
of International Income and Taxes, Foreign Income and
Taxes Reported on U.S. Tax Returns (see information
about the samples used at the end of each chapter)

SOl Bulletin (see each issue).
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Tip income in eating places:
1982, Winter 1983-84 (3-3)

Windfall profit tax:
1982, year total,
Fall 1983 (3-2)
1983, year total,
Fall 1984 (4-2)
1984, year total,
Fall 1985 (5-2)
1985, year total,
Fall 1986 (6-2)
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