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A Quarterly Statistics of Income Report

The Statistics of Income (SOI) Bulletin is issued quarterly,
in July, October, January and April, by the Statistics of
Income Division of the Internal Revenue Service. The
report provides the earliest published annual financial
statistics obtained from the various types of tax and
information returns filed, as well as information from
periodic or special analytical studies of particular interest
to-students of the U.S. tax system, tax policymakers and
tax administrators. It also includes personal income and
tax data by State and historical data for selected types of
taxpayers, in addition to data on tax collections and
refunds and on other tax-related items.

Information on the availability of supplemental data on
the topics included in this issue, special tabulations under-
taken on a reimbursable basis, or other SOI subjects, may
be obtained by telephoning the SOI Statistical Informa-
tion Services office (202-874-0410), or by writing to the
Director, Statistics of Income Division R:S, Internal
Revenue Service, P.O. Box 2608, Washington, D.C.
20013-2608.

Robert Wilson and Beth Kilss of the Statistics of In-
come Division are the technical editors of the Bulletin.
Wendy Alvey, Paul Amsberger, Clementine Brittain, John
Glynn, James Hobbs, Bettye Jamerson, Ruth Schwartz
and James Willis made major contributions in the produc-
tion of this issue. Views expressed in the articles are those
of the authors and do not necessarily represent the views
of the Treasury Department or the Internal Revenue
Service.
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Individual Inoome Tax Iletums, Prellmlnary

Data, 1991
By Edward B. Gross, Jr.
Preliminary data for Tax Year 1991 show that ad_]usted
gross income™ (AGI) reported on the 114:9-million
individual income tax returns filed for that year totaled
just under $3:5 trillion. This was only 1.2 percent more

* than 1990 and reflected, in large part, the effects of the
economic recession. Salaries and wages, the largest -

* for 1990, while unemployment compensation in AGI-was

- second largest income source, declined for the first time

j since 1987, and net capital gains (less losses) were down
by 12.2 percent. Inflation indexing of the éarned income
credit, the tax bracket boundarles and the exemption and
decline in total income tax to $448.2- bnlllon. Thxs was'the
first decline in the tax since 1983. Indicative of the
decline for. 1991 was the fact that average tax declined in
nearly all of the AGI size classes for which statistics are
presented; only taxpayers whose AGI was $200,000 or
more had a higher average tax for 1991 than for 1990.

Bl

. High-Income Tax Returns, 1989
The Tax Reform Act of 1976 required annual publication
of data on high-income individual income tax returns with
income of $200,000 or more, including the number that
show no income tax liability and the various tax provi-
sions that make these returns nontaxable. In addition to
Tax Year- 1989, this amcle presents data for prior years,

- starting with 1977. Two income concepts are used to

* classify the returns as high income, the statutory concept

of “adjusted gross income™ or AGI, and the concept-of
“expanded income.” Beginning with 1977, the number of
returns under both concepts increased much more rapidly
than the increase in the total number of returns filed. For
1989, there were 786,063 returns with AGI of $200,000
* or more and 814,152 with expanded income of $200 000

- “U.S: income tax liability™ and * ‘worldwide income tax
liability.” The reasons why tax was either reduced or

" completely offset on high income returns are also pro-
vided. However, the entire analysis is based on returns
selected before any audit examinations by the Internal
Revenue Service had taken place. ‘

component of AGI, grew by less than half of the increase ‘

up by nearly 50 percent. In addition, taxable interest, the

or more. In addltlon two concepts of i Income tax are used:

This Issue at a Glance 4 ' .
REEEETCEEN ... income fax Rates and Tax Shares,

1988-1989 , :

By Charles Day and Mtchael Strudler

Tax Years 1988 and 1989 marked the second and third .
years of taxation under the Tax Reform Act of 1986. The

. average tax rates (based on.“adjusted gross income” or .

AGI) were 13.81 for 1988 and 13.71 for 1989, compared -
to 13.67 for 1987. Direct comparison with earlier.years is.
misleading because the 1986 Act broadened the definition .

' of AGI considerably. However, comparisons using a

constant definition of AGI based on 1979 (the year before.

, the beginning of the decade in which the most recent

major tax law changes occurred) show that the average

" rates were 13.56 for 1985, 13.59 for 1986, 13.49 for 1987,

13.71 for 1988 and 13.58 for 1989. This article also
presents data on how much tax was generated by each of
the rates introduced starting with-1988, and the total tax . .
reported at each marginal rate. Also included are data on

- the-“alternative-minimum tax:" In-addition; the-article— |~

! presents estimates of the shares of total income tax by -

percentiles based on the size of AGI for each year, 1980 .
through 1989, usmg both.the AGI definition apphcable to
each year and'd ¢onstant (1979).definition. -

RS T S ‘ :
Estate Tax Retums, 1989-1 991 '
By Barry W. Johnson
In 1991, there were 53,576 estate tax returns filed for U.S.

. decedents with'grdss estate™ at.or above.the $600,000."

n-filmg threshold “These decedents had a combined total

Personal Wealth, 1988 .

gross estate of $90 9 bllllon almost 94 percent more, m
real terms “than their. counterparts 10 years earlier. The

" group of U.S. decedents with gross assets of at least $5

million changed the most, mcreasmg in number by 137
percent, while the gross assets they accounted for grew by
nearly 143 percent. The artlcle focuses on the returns of
1989 decedents (50, 376) whose returns were filed durmg
the 1989- 1991 perlod About 44 percent of thése' dece- A
dents were female, accounting for 40 percent of the gross.
assets, but 55 percent of the tax. Investments‘in corporate

- stock comprised the largest share of the gross estates of

1989 decedents, followed by real estate. As with previous
years, bequests to a surv1vmg spouse was the largest
'single deduction from gross estate, followed by bequests N

‘to charlty

RS

By Barry W. Johnson and Marvin Schwartz
For 1989, approximately 3.4 million people, less than'2
percent of the Nation's adult population, held gross assets
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of $600,000 or more. The net worth of these individuals
was estimated at $4.8 billion and accounted for between
25 and 30 percent of the personal wealth in the United
States. Almost 1.3 million of the individuals had a net
worth of at least $1.0 million compared to 0.9 million in
1986, the last previous year for which Statistics of Income
estimates of personal wealth were made. Real estate
comprised the largest share of the assets held by top
wealthholders, replacing corporate stock, the predominant
asset type in 1986. Real estate and corporate stock,
together, accounted for over 57 percent of the 1989 assets
of the wealthy. Although women comprised 52 percent of
the adult population in 1989, they accounted for only 42
percent of the top wealthholders, up slightly compared to
1986. Statistics on the holdings of the wealthy were
derived from Federal estate tax returns, using the “estate
multiplier” technnique which assumes that death, repre-
sented by the estate tax return, is a random sample of the
living population.

Foreign Recipients of U.S. Income, 1990

Data Release

Transactions Between Foreign Controlled
Corporations and Related Foreign Persons,
1989

Data Release

v. ] Despite the March snowfalls here in
/‘ Washington, D.C., we are assured
/ P that spring is just around the corner.

Y/ i+ Ah, spring... the season of renewal
{'~"% * and rebirth... What better time to
take a new look at the service we
provide our customers and to re-

assess our approaches to meet
ﬁ'ﬁ emerging needs? Therefore, as a

follow-on to the issues we raised in
the winter Bulletin, this column will focus on “Enhancing
Customer Service,” another “vital issue” being addressed
by the Statistics of Income’s Total Quality Organization
(TQO) Plan.

Enhancing Customer Service

In the last issue of the SOI Bulletin, we described new
initiatives underway to expand customer products. The
TQO team which is working on those issues is focusing its
efforts on exploring new and better output from SOI
studies for our users. While, in the past, there has been an

Some Observations and Insights

emphasis on providing customers with the latest end
products, now, with a Total Quality orientation to guide
us, we have come to realize that customer service is also a
more important issue. What is the difference? For the
latter, the TQO team will be concentrating on more
intangible areas, such as maintaining better relationships,
establishing better communication networks, and improv-
ing customer satisfaction — to both “internal” and
“external” customers.

To do that, the team has identified five “key activities”
to help achieve its goals:

B Development of a quality review system, using
benchmarking techniques to learn how “the best of
the best” can be applied to serving SOI customers;

B Expansion of the customer base for the electronic
bulletin board, in conjunction with the Customer
Products Team (featured in the winter Bulletin);

B Development of a computerized data contact list, to
assist the Statistical Information Services staff in
responding to customer inquiries — this effort is long
overdue and should go a long way towards improving
the speed and accuracy of responses to telephone calls
and written correspondence;

m  Expansion of the SOI distribution list and improve-
ment of SOI brochures, to provide the most
up-to-date information on published data more
effectively to a broader and more current customer
base — comments and criticisms from current users
will help us to make these information packets more
informative; and

& Exploration into alternative modes of distributing SOI
products — in the past, one of the principal causes of
customer dissatisfaction has been inconsistent
delivery of subscription publications; the focus of this
effort is to ensure more timely delivery to our
customers.

Over the next year, the Customer Service Team will
test and implement these specific changes and explore
other means of improving responsiveness and customer
satisfaction. In so doing, your feedback is vital. Please let
us know how these efforts are affecting the service we
provide to you. Communication is a two-way street, and
we can only really improve if we hear from you. To let us
know what you think, please write us at:

Statistics of Income Division R:S
Internal Revenue Service
P.O. Box 2608
Washington, DC 20013-2608.
We welcome your input!
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As you no doubt know, all
the wonderful data we
assemble for you begin as
entries on tax returns and
information documents,

. received at the 10 regional
service centers. The SOI samples are selected from those
tax documents and specially processed to produce
statistically accurate data for researchers and policy
analysts. However, SOI is just one of many users of those

. documents within the processing system. Other areas of

" the IRS also need to look at and handle the same (usually
paper) documents, often within overlapping time frames,
in order to administer the tax laws — naturally, their =

. needs typically have higher priority.

To help manage the workflow of tax documents held
for SOI's statistical processing, the Statistics of Income

—Automated Return Tracking System (STARTS) has-been— -
.developed. This effort aims to computerize control of .the
tax returns, so that those we are finished processing can
be returned more quickly for use by other areas of the
Service. STARTS is the first system which enables SOI
field personnel to direct and monitor the movement of tax

" documents, not only within a service center, but also
among service centers.

To kick off this exciting new effort SOl held a

_ STARTS training class for SOI field processing personnel
from all of the 10 service centers. The training was con-

" ducted by the SOI systems analysts who helped develop
STARTS — Joe Koshansky, Tom Gangi, Kristine
Zahm, Victor Rehula and Doug Shearer, all from the
National Office here in Washington, DC. The principal -
computer programmers who developed the system and
assisted with the training are Vern Peek and Tony Doan,
from the Ogden Service Center, and Keith Chalk, Jim
Poole and Tom Motz from the Cincinnati Service Center.

_ The training, which took place in Ogden, was extremely

" well-received by the staffers who will be using it, thanks
also to the excellent support provided by the Ogden

~ Training Branch. We look forward to the success of this
effort as yet another means of improving customer service

— to our customers within IRS -

Tax Year 1992 marks the 80th
anniversary of Statistics of
Income data. Beginning with the
. summer Bulletin, we will bring
you a series of special feature

Behind the Scenes S S T - B
- articles that highlight SOI's history. We are also in the

process of producing a number of papers in the IRS
Methodology Reports seties in honor of the 80th year. As
always, we are very interested in hearing from any of our
customers who have used SOI data. Perhaps one of these
volumes would be an appropriate place to publish your
SOI data applications. Please let us know what you are

doing!

Bulletin Board Update

The last several issues of the

SOI SOI Bulletin have mentioned
BBS : our “new” electronic bulletin
board system (BBS). Since

the focus of this column is

customer service, you may

[—
// -E‘\\ well be wondering how the

BBS is doing in that depart-

" ment. Well, if c our user statistics are any indication, we

must be on the rlght track. Below are some cumulative

data about the bulletin board customers, since its incep-
tion last June:

" Total number of USerS........oveveereereerereeenns 448

Internal Revenue Service..........c.....o..... 140
Other Federal Government...............ce.... 34
State Government....... ereenreesreresnreessarersas 30
Banking industry........c.ccooovrnviiiiniinnnnn. 10
Other private business................. SO 96
ACAdeMIA...ccriirererrrnrerresernrseersnnenerenens 14
Private Citizens.......cccooevvevvnrevrrreernenncnes 109
Media........overeireeereeenren s rerenens 15
Users from another network.........cc.ccoueene. 7
Average time on-line (minutes)................... 15
‘Number of repeat users...........ccocevvereriininne 152

Total numbe; of files or tables available... 139

The latest additions to the BBS include data from the

“ winter Bulletin on foreign-controlled domestic corpora-

tions, private foundations and charitable trusts, environ-
mental excise taxes, projections of returns to be filed,
foreign trusts, and individual foreign-earned income and
foréign tax credits, as well as updates of the historical
time series tables from the SOI Bulletin.

To access the BBS or to obtain more information about
it, here are the phone numbers you will need to know:

(202) 874-9574 (analog — most users) or

(202) 874-0408 (Treasury digital system users)
Systems Administrator: Jim Willis (202) 874-0408
Systems Coordinator: J im Hobbs (202) 874-0268.
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Upcoming Features B Tax-exempt organizations, 1989; and

Tax- t ization busi i t .
The following are some of the articles planned for m Tax-exempt organization business income and tax, 1988

. .. .. . Future “data releases” include:

1 f the SOI Bulletin:
Inclusion in upcoming issues of the uttetin Foreign-Controlled Domestic Corporations, 1990;
Nonresident alien estate tax returns, 1990;
Corporate alternative minimum tax, 1987-1990; and

Foreign Corporations with U.S. Operations, 1989.

W Sole proprietorships, 1991;
® Partnerships, 1991;

[ |
[ |
|
m Corporation income tax returns, 1990; [ ]




Individual Income Tax Returns, Prellmmary

‘Data, 1991

by Edward B. Gross, Jr.

tax returns for Tax Year 1991, an increase of 1.1
million returns over the number filed for 1990.
Adjusted gross income less deficit totaled slightly less
than $3.5 trillion for 1991, only 1.2 percent more than the
" amount reported for the preceding year. This small
change, together with proportionally larger increases in
personal exemptions claimed and total deductions taken,
as well as lower tax rates due to indexing of the tax
brackets, caused total income tax to fall by more than $3.2
billion, to $448.2 billion. The decline in total income tax
was the first since 1983. 3
The minimal growth in adjusted gross income reflected
* relatively small dollar changes in a large number of
income items. Salaries and wages, the most significant
portion of adjusted gross income, grew by less than half
. of the increase for 1990. Taxable interest, the second
‘largest income item, declined for the first time since 1987.
Taxable income from pensions and annuities and net

T exoayersﬁled 114.9 million U.S. individual income

Income tax
dropped to $448.2
bil!ion. This was

and the drop in the number of
taxable returns (i.e., returns
with an amount reported for
“total income tax™) were
caused by increases in total
deductions and personal
exemptions which were ,
proportionally larger than the
increase in AGI. The majority
of the growth in both total deductions and personal *

the first decline
since 1983.

-exemptions was attributable to inflation indexing (see

Deductions and Changes in Law below. for details). This,
led to a decline in total income tax, the sum of income tax
after credits and the alternative minimum tax (AMT).
Income tax after credits fell 0.08 percent, and the alterna-
tive minimum tax increased 62.8 percent.

- The mean AGI reported on 1991 individual i income tax
returns was $30,207, a rise of $49, or 0. 16 6 percent, over =

" income (less deficit) from a business or profession both
had smaller growth rates for 1991 than for the prev1ous
- year.

a few incorne items. A major shift occurred in the income

" from sales of property other than capital assets; net gain
(less loss) dropped from an overall gain of $1.9 billion for
1990 to an overall loss of $1.5 billion for 1991: An in-
crease of 49.4 percent in net losses and a decrease of 24.1
percent in net gains were the main contributors to the
decline. Overall; capital gains (less losses) continued a 3-
year decline, dropping from $109.9 billion to $96.5
billion. Another large change was observed in unemploy-
ment compensation, which grew 49.8 percent. -

The comparisons of data for Tax Years 1990 and 1991
in this article are based on preliminary estimates. A few
income and tax items tend to be understated in prelimi-.
nary estimates. As a result, comparisons based on prelimi-
nary estimates for one year and final estimates from
previous years could be misleading. Comparisons based
entirely on preliminary estimates, however, reduce the
likelihood of misinterpretation of the data, and afford a

_ more accurate measurement of year-to-year change. Final
 statistics for Tax Year 1990 are available in the historical
~ tables at the end of this issue of the Bulletin.

Adjusted Gross lncome, 'l'axable Income and

. Total Income Tax: :
Adjusted gross income less deficit (AGI) grew more :
rapidly than taxable income did for 1991 (Figure A). The

There were, however chan; ges of oreater nnacmtude in

Edward B. Gross, Jr., is an economist with the Individual
Returns Analysis Section, Jeffrey Hartzok, Chief.

" the amount for 1990; by contrast, mean AGI for. 1990 was

$844, or 2.88 percent, larger than for 1989. Mean taxable -
income equaled $24 588, up'$151 from 1990. Mean total -
income tax grew $23, to $5,038 per taxable return [1]..

The average tax rate for 1991 (i.e., total income tax
divided by AGI reported on taxable returrls) was 12.9
percent, 0.3 percentage points lower than it was for 1990
(Figure B). The average tax rate increased for only three
of the ten income size classes shown in Figure B, those
with' adjusted gross incomes of $200 000 or more. The
principal reasons for the higher average tax rates were the
addition of a top marginal tax rate of 31 percent, and the
limitation of certain itemized deductxons (see Definitions
and Changes in Law below). The lower average tax rates
in the other seven AGI size classes in Flgure B were
mainly the result of the inflation indexing of exemption
amounts, standard deduction amounts, the earned income
credit and the income tax bracket boundarles

Selected Sourees of Income

The principal components of AGI are presented in Figure
C, which compares the number of returns and amounts for
several income (or loss) items for 1990 and 1991. Salaries
and wages grew by the largest dollar amount for 1991,
$63.3 billion. Pension and annuity income increased
$17.9 billion, and interest received fell $17.6 billion.

Excluded from Flgure C are “statutory adjustments,”

whiich are subtracted in the computation- of AGI (see .
Statutory Adjustments below).

- “Total positive income™ (TPI) is the sum of all positive
inco_fne line items from individual tax returns. For 1991,

‘TPI grew 1.6 percent, to reach $3.7 billion (Figure D) [2].

"~small growth in taxable i income .




Individual Income Tax Returns, Preliminary Data, 1991

Adjusted Gross Income, Taxable Income and Total Income Tax, Tax Years 1990 and 1991
[Number of returns is in thousands--money amounts are in millions of dollars)

1990 1991
(preliminary) (preliminary) Percentage
Iltem Number Number increase
of Amount of Amount in amount
returns returns

)] 2 (©)] 4 O]
Adjusted gross income (less deficit)..... 113,799 3,431,906 114,926 3,471,537 1.2
Taxable income...........c...coocoioii, 93,336 2,280,920 92,967 2,285,892 0.2
Total income tax............. 90,0121 451,425 88,969 1 448 186 0.7
Income tax after credits.. 89,998 450,808 88,956 447 182 -0.8
Alternative minimumtax................ 119 617 226 1,004 62.8

' The number of returns with total income tax is less than the sum of returns with income tax after credits and returns with alternative minimum tax because some

returns reported both.

Figure B

Number of Returns, Adjusted Gross Income and Total Income Tax, by Size of Adjusted Gross Income, Tax

Years 1990 and 1991

[Number of returns is in thousands--money amounts are in millions of dollars]

Size of adjusted gross income

No
Tax year, item Tota! adjusted $1 $10,000 | $20,000 { $30,000 | $50,000 | $100,000 { $200,000 { $500,000 | $1,000,000
gross under under under under under under under under or
income | $10,000 | $20,000 | $30,000 | $50,000 | $100,000 | $200,000 | $500,000 {$1,000,000 more
) ) @) (4) (5) () @) ) ©) (19) (1)
Tax Year 1991 (preliminary):..
Number of returns................. 114,926 887 31,338 25,480 17,616 21,187 14,976 2,601 668 119 52
Adjusted gross income
(less deficit) 3,471,537 -44,297 | 154,473 | 374,885 | 434,437 828,617 | 991,027 | 338,975 {194,077 79,704 121,639
Total income tax 448,186 69 3,535 20,761 38,004 88,655 | 135,018 63,005 46,027 20,715 32,397
Tax as a percentage of
adjusted gross income
(less deficit)............cceeennee 12.9 * 23 5.5 8.7 10.7 13.6 18.6 237 26.0 26.0
Tax Year 1990 (preliminary):..
Number of returns................ 113,799 799 31,480 25,507 17,429 21,123 14,281 2,329 653 133 64
Adjusted gross income
(tess deficit)...........oceeeen. 3,431,906 | -33,272 | 153,682 | 375522 | 429,965 821,266 | 940,565 | 305,813 | 190,873 89,284 158,208
Total income tax................... 451,425 41 3,861 22,894 39,011 90,128 ] 132,297 58,125 | 44,413 21,674 38,980
Tax as a percentage of
adjusted gross income
(less deficit)............ccocooen. 13.2 M 25 6.1 91 11.0 14.1 19.0 233 243 24.6
Change in percentage
points, tax as a
percentage of adjusted
gross income (less
deficit), 1991 over 1890....... -0.3 " -0.2 -0.6 -0.4 0.3 -0.5 -0.4 0.4 1.7 14

' Percentage not computed.

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

In contrast, the consumer price index (CPI-U) grew at an
annual rate of 4.2 percent during 1991 [3]. The rate of
growth of TPI for 1991 was less than that for any of the 3

previous tax years.

Nine of the sixteen sources of TPI reported on indi-
vidual income tax returns increased for 1991, two fewer
than for the previous year. For the second consecutive

year, unemployment compensation showed the largest
percentage increase, 49.8 percent, totaling $23.3 billion.
Taxable distributions from Individual Retirement Ar-
rangements (IRA’s) and income from taxable pensions
and annuities both rose significantly, 17.6 and 11.2
percent, respectively. Salaries and wages, which made up
73.3 percent of TPI for 1991, increased only 2.4 percent,




Individual Income Tax Returns, Preliminary Data, 1991

Comparlson of Total and Selected Sources of Adjusted Gross Income (Less Deflclt), Tax Years 1990 and
1991

{Number of returns is in thousands-- -money amounts are in m;lhons of dollars}]

1990 - 1991 )
(preliminary) (preliminary) Increase
item .~ Number Co Number ~ in
of Armount of Amount ~amount
returns returns

. 2 I ) NP 4 A 5) .

Adjusted gross income (less deficit) * : 113,799 3,431,906 . 114,926 3,471 ,5:?7 . 39,631

Salaries and wages.. 97,048 2,615,307 97,454 ' . 2,678,571 63,264

Taxable interest... . 70,564 222,994 70,396 |’ 205,431 -17,563

Dividends.................. TR SO OO USSR .22,921 80,119 23,257 : 77,218 -2,901

Business or profession net income (less Ioss) . 14,629 138,576 14,981 . 138,680 104

Net capital gain (less 108S)..............cccoooee © 14,163 © 109,939 7 14,983 - 96,505 -13,434

Net gain (less loss), sales of property other than capltal assets. 1,654 1,924 1,576 -1,478 -3,402

Social security benefits in adjusted gross, income.. U 5,133 19,949 5421 - 21,789 1,840

Rent and royalty net income {less toss)......:.|.......... 10,084 4757 -11,037 . 3,388 -1,369 -

Partnership and S Corporation net income (less loss). 5,664 74,322 ) 5,257 66,216 -8,106

Estate and trust net income (less loss).... 502 3,778 458 3,528 -250

Farm net income (less loss) 2,329 - -814 2,306 . -2,273 -1,459

Unemployment compensation 8,080 15,569 9,979 23,315 7,746

Pensions and annuities in adjusted gross income.... 17,155 160,978 18,102. 178,959 17,981
Taxable Individual Retirement 'Arran‘gement distributions 3 561 17,581 4028 . 20,674 3093 _ _|__

-|- ~Other-net-income-{less loss)-2 = T T na -5,520 . n.a. -11,154 -5,634

n.a.- Not availabie. )

" includes sources of adjusted gross income not shown separately

2"Other net income (less loss)” represents only data reported on the "other income" resrdual line on Form 1040, and does not include the foreign earned income .
exclusion.

Comparlson of Total and Selected Sources of Total Posrtlve Income Tax Years 1990 and 1991

[Number of returns is in thousands--money amdunts are in millions of dollars]

1980 © . . ) 1991 . .
. (preliminary) (preliminary) -Percentage
em - Number o Number . ) increase in
. of : Amount of Amount amount

returns returns .
- : 2 ()] : @ - 5)

Total positiveAincome ' ) : : © . nac’ - 3,599,935 ! na.s . 3,658338 - 1.6 -
Salaries and wages.. . : . © 97,048 2,615,307 4. 97,454 " 2,678,571 . . -2.4
Taxable interest. " 70,564 222,994 70,396 - 205,431 - . 79
Dividends 22,921 80,119 - 23,257 . 77,218 | -3.6
Taxable refunds of State and local income taxes . 16,739 9,657 16,699 - - 9779 1.3
AMONY TECRIVE. ...+....o.ovi oo 467 . 3,825 466 . 3,982 : 4.1
Business or profession net income, 11,220 - . 156,865 11,524 . 158,418" o 1.0

. Net capital gain ; 9,152 ' 119,344 10,398 . . - 105,123 ¥ -11.9 .
Net gain, sales of property other than capital assets. 858 5,923 741 4,497 * -24.1
Social security benefits in adjusted gross income..... 5,133 - 19,848 . 5,421 . . 21,789 92
Rent and royalty net income........................ 5,032 31,654 . 5,161 33,924 7.2
Partnership and S Corporation net income.. 3,042 | 106,628 3,048 101,565 -48

Farm netincome.............cc.coeeevnrene 1,002 11,624 944 9,778 : -15.9 .
Unemployment compensation, 8,080 15,569 9,979 . 23,315 498
Pensions and annuities in adjusted gross income. 17,155 160,978 18,102 © 178,959 11.2
Taxable Individual Retirement Arrangement dxstnbutlons .. 3,561 17,581 ~ 4,028 20,674. 1786
Othernet INCoMEe 2. e c 5,325 ) 214,918 5,224 21,302 : -28

n.a.- Not available.
*Includes sources of income not shown separately.
2 "Other net income" represents only data reported on the "othef income” resrdua! line on Form 1040.

following a gain of 5.9 percent for 1990. v ‘ returns with income from unémployment compensation

Much of the $7.7 billion growth in unemployment increased 1.7 million, or 23.5 percent. The national
compensation was a consequence of higher unemploy- unemployment rate increased from 5.4 percent for 1990 to

_ ment in the United States during 1991. The number of " 6.7 percent for 1991 [4].
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Net gain from the sale of capital assets fell for the third
consecutive year, dropping 11.9 percent, for a total de-
cline of 34.4 percent from 1988 to 1991 [5].

Losses

Total losses included in AGI rose to $142.9 billion for
1991, an 8.9 percent increase over 1990 (Figure E). The
largest percentage change was in the net loss from the sale
of property other than capital assets, which increased 49.4
percent. Business or profession net loss was also higher,
climbing 16.3 percent to $484 million, a likely result of
the continuing recession [6].

Taxpayers again sustained most of their losses through
participation in partnerships and S Corporations, which
accounted for 24.7 percent of the total (Figure F). Other
net losses, representing the total amount reported on the
“all other” residual line of Form 1040 (except the foreign
earned income exclusion), were responsible for 22.7
percent of the total. The net operating loss carryforward
accounted for 92.1 percent of “other” net losses. '

Statutory Adjustments

Statutory adjustments edged up 2.9 percent for 1991
(Figure G). The deduction for self-employment tax was
the largest of all statutory adjustments, representing 30.5°
percent of the total. Deductible payments to IRA’s,
despite a downward trend which began with 1986,
accounted for 26.7 percent of all statutory adjustments.
The self-employed health insurance deduction showed the
largest percentage change for 1991, increasing 21.1
percent.

Deductions

The aggregate amount of all standard deductions claimed
rose 6.0 percent for 1991, from $332.8 billion to $352.8
billion (Figure H). Total deductions, the sum of the
standard deductions and total itemized deductions,
equaled $811.8 billion, an increase of 3.4 percent. The
rise in total deductions, which was proportionally larger
than the growth in AGI, was a primary cause of the slow
growth in taxable income.

The number of returns claiming a standard deduction
accounted for 71.0 percent of all returns filed for 1991,
and 43.5 percent of total deductions. For 1990, the same
percentage of returns claimed a standard deduction, but it
accounted for 42.4 percent of the total amount. The
increase was due, in large part, to the fact that the aggre-
gate amount of standard deductions grew at a higher rate
than total itemized deductions. About 75 percent of the
growth in total deductions was attributable to growth in
total standard deductions, and about 76 percent of the
growth there came from inflation indexing.

Itemized deductions were claimed on 28.2 percent of all
returns filed and represented 56.5 percent of total deduc-
tions. The remaining 0.8 percent of the returns claimed
neither the standard deduction nor itemized deductions,
because AGI on these returns was equal to zero.

Total itemized deductions increased 1.4 percent for
1991, despite the complete elimination of the deduction
for personal interest following a 5-year phase-out, and the
introduction of a limitation on certain itemized deductions
for individuals with AGI's exceeding certain levels (see
Definitions and Changes in Law below for details). Total

Comparison of Total and Selected Sources of Net Losses Included in Adjusted Gross Income, Tax Years

1990 and 1991

[Number of returns is in thousands--money amounts are in millions of dotlars}

1980 1991
(preliminary) (preliminary) Percentage
Item Number Number increase in
of Amount of Amount amount
returns returns

) 2 ®) (G} 5)
Total net | ' n.a. 131,188 n.a. 142,881 8.9
Partnership and S Corporation net loss...................c.ooon, 2,621 32,306 2,209 35,349 9.4
Rent and royalty net loss................ 5,052 26,897 4,949 28,211 4.8
Estate and trust net loss............ 71 416 61 484 16.3
Business or profession net loss 3,408 18,289 3,457 19,737 7.9
Farm net 10ss............ccoovveeiiniininns 1,327 12,438 1,361 12,052 -3.1
Net capital loss included in adjusted gross incom 5,011 9,405 4,585 8,617 -8.3
Net loss, sales of property other than capital assets. . 796 3,999 835 5,975 49.4
OthEr NELIOSS 2., ... it n.a. 27,438 n.a. 32,456 18.2

n.a.- Not available. .
' Total net losses do not include the foreign earned income exclusion.

2 “Other net loss" represents only data reported on the “other income" residual line of Form 1040, except for the foreign earned income exclusion.




10.

Individual Income TaX Returns, Prelimii_lary Data? 1991 Lo o

Pos_it_ivé Income and Net Losses lﬁc_l;.lded |n \Adj_u"ste(‘l G}oss Income, Tax Year 1991

v

Positive Income | . . .

Net gain, sales of capital assets (10.8%)

fht gain, sales of property other than capital assets (0.5%)

Partnership and S Corporation net income (10.4%)

Busi or profession net i (16.2%)

Farm net income (1.0%)
Taxable interest (21.1%)

Dividends (7.9%)"
__Rent and royalty net income (3. 5%)A -
IRA dlstﬂbutiom 21%) - . .

Pensions and annuities (1 B.Sf/.)

, Unemployment compensation (2.4%)

/, Retunds of State and local taxes (1.0%)
/- Social security benefits (2.2%)

Alimony (0.4%)

Other (2.2%)

Net Losses

. . . . . Partnership and
Estate and trust : T . g S Corporation
(0.3%). . . . - . (24.7%) ¢

" . Sales of capital
assets (6.0%)

' Sales of property other than
capital assets (4.2%)

1 Does not include the foreign earned income oxcluslon

. NOTES Dnh for Tax Yonr 1991 are prchmlnavy Dehll may ﬁot add to to!als boeauu of rounding
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Total and Selected Statutory Adjustments, Tax Years 1990 and 1991

1990 1991
(preliminary) (preliminary) Percentage
ltem Number Number increase in
of Amount of Amount amount
returns returns

)] 0] ©)] ) ©)
Total statutory adjustments ' 16,611 33,263 16,977 34,217 2.9
Payments to Individual Retirement Arrangements 5,255 9,929 4715 9,150 7.9
Self-employment tax deduction.. 10,990 9,647 11,732 10,447 83
Self-employed health insurance deduction... 2,680 1,558 3,032 1,887 211
Payments to self-employed retirement (Keogh) plans 819 6,637 841 6,807 26
Penalty on early withdrawal of savings.............. 909 191 999 195 21
Alimony paid 638 4,694 661 5,086 8.4

" Includes statutory adjustments not shown separately.

Total and Selected Itemized Deductions After Limitation and the Standard Deduction, Tax Years 1990 and

1991
[Number of returns is in thousands--money amounts are in millions of dollars}
1980 1991
(preliminary) (preliminary) Percentage
Item Number Number increase in
of Amount of Amount amount
returns ? returns ’

) ) (2) @) 4 )
Total itemized deductions after limitation .. 32,157 452,380 32,417 458,905 1.4
Medical and dentai expenses. 5,039 21,164 5,305 23,316 10.2
Taxes paid 31,597 139,955 31,916 146,489 4.7
Interest paid, total 29,356 203,499 27,346 208,119 23
Home mortgage.. 26,681 187,125 26,941 197,936 5.8
Contributions............ 29,290 57,245 29,541 60,162 51
Casualty or theft losses.. 114 745 122 811 8.9
Moving expenses............... 907 4191 803 3,536 -15.6
Miscellaneous expenses after limitation 7,381 23,242 7,408 24,394 7.5
Gambiling loss deduction *............. n.a. n.a. 675 2,031 na.
Other miscellaneous deductions .!. 747 2,339 36 68 n.a.
Standard deduction 80,826 332,803 81,612 352,862 6.0

n.a.- Not available.

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

itemized deductions disallowed by the limitation
amounted to $10.6 billion for 1991 (Figure I, or 2.3
percent of the total that would have otherwise been
allowed. In the absence of the itemized deductions limita-
tion, taxable income would have declined 0.2 percent
instead of increasing by 0.2 percent.

Interest paid constituted the largest part of total item-
ized deductions for 1991, representing 45.4 percent of all

* Returns with no adjusted gross income are not included in the deduction counts. For this reason, the sum of the number of returns with total itemized deductions
after limitation and the number of returns with total standard deduction is less than the total number of returns for ali filers.

2 includes itemized deductions not shown separately; for amounts in excess of the limitation, see Figure |.

3 Also includes investment interest and deductibte “points", not shown separately.

* For the 1990 statistics, the gambling loss deduction was included in total “non-limited miscellaneous deductions.” For the 1991 statistics, “non-limited
miscellaneous deductions” are described as "other misceflaneous deductions™ and exclude the gambling loss deduction.

itemized deductions. Home mortgage interest accounted
for 95.1 percent of total interest deducted. The remaining
portion was divided between investment interest and
deductible points paid on a mortgage.

The deduction for gambling losses (not in excess of
winnings) was separated from “other” miscellaneous
deductions on tax returns beginning with 1991. The
deduction for gambling losses totaled $2.0 billion.

11
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Itemized Deductions in Excess of Limitation, by Size

of Adjusted Gross Income, Tax Year 1991

[Number of returns is in thousands--money amounts are in millions of dollars}

. o Itemized
. Size of adjusted Number deductions

‘gross income of returns in excess of
limitation
~ Total 3,283 10,623
850,000 under $75,000.........cccc..urervrerrerricners 86 : 23
$75,000 under $100,000. 14 ; 18
$100,000 under $150,000.. . 1,846 1,035
$150,000 under $200,000.. 557 1,198
$200,000 under $300,000.. 402 . - 1,706

$300,000 under $400,000.. 147 1,076
$400,000 under $500,000.. 75 777
$500,000 under $1,000,000. . 108 . 1,834
31,000,000 0F MOFB......cvcrriemeerrircierecicicnnrcenne 47 2,958

NOTE: For married taxpayers filing separately with adjusted gross income
greater than $50,000, certain itemized deductions were subject to a limitation. For

all other taxpayers, the limitation threshold was $100,000.

Tax Credits

.“Total tax"credits increased 8.0 percent for 1991 from $6 6

billion to $7.1 billion (Figure J). There were increases in
only two credits, the foreign tax credit and the earned

income credit, which represented a combmed 65.0 percentﬂ

of total tax credits.

Despite a slight reduction in the average foreign tax
credit, a 13.6 percent increase in the number of returns
claiming the credit caused the total amount of the foreign
tax credit to increase 12.9 percent. !

- The earned income credit (EIC) grew more than all -
other credits for 1991, as a result:both of .inflation index-
ing'and of changes in the tax code, which included an
increase in the rate of the credit, a higher credit for tax-
payers with two or more eligible dependents and the

Total and Selected Tax Cred|ts Tax Years 1990 and 1991

[Number of returns is in thousands--money amounts are in millions of dollars]

introduction of a health insurance credit and an extra
credit for a child born in 1991 (see Definitions and
Changes in Law below for details). The portion of the
EIC used to offset income tax before credits increased to
$2.1 billion, 28.6 percent more than the previous year. |

The largest segment of the EIC was the refundable
portion, which was paid directly to taxpayers who had no
tax against which to apply the credit, or whose EIC
exceeded income tax (and. other taxes, such as the self-
employment tax). The refundable portion of the EIC
amounted to $8.2 billion for 1991, up from $5.3 billion -
for 1990. The number of returns on which the refundable -
portion was claimed grew from 5.7 million to 10.4 mil-
lion; an increase of 82.5 percent. The total EIC, including
the refundable portion, equaled $11.1 billion, a 46.1

percent increase over 1990.

Summary

Adjusted gross income and total posmve income grew at at
lower rates for 1991 than they had for 1990; both income
indicators were outpaced by inflation. The average tax

'| rate decreased for most taxpayers; only individuals
* reporting AGI of $200,000 or more had a hxghe. a»crage B

tax rate for 1991 than for-1990. -

Unemployment compensatlon rose 49.8 percent and
net capital gain (less loss) decreased 12.2 percent for
1991. Itemized deductions, even though subject to limita-
tion by a change in the tax code, grew 1.4 percent. Tax- -
able income grew by just 0.2 percent. The inflation

_ indexing of the earned income credit, the tax bracket

. boundaries, and the personal exemptlon and standard
_ deduction amounts contributed to,a declme in total in- |
come tax of $3.2 bxlhon

1990 ] 1991
. . (prehmmary) (preliminary) ° “-Percentage
‘ltem : Number - Number increase in
" of Amount of Amount + amount.
returns returns :
. S @ 1@ - @ 6
Total tax credits * 12,527 6,584 : 12,767 7,108 - - 80
Child Care CIedit. . ....ovvcc.vormerreerenrecreec s 6,164 2,554 . 5,913 28529 - -1.0
Earned income credit ... . . 5,737 1,626 6,205 | N -2 091 N 28.6
Credit for the elderly or dlsabled © 342 63 ) 285 ' 57 9.5
" Foreign tax credit...................] 770 1,514 T 875 1,710 12,9 ..
General business credit.......... L . 255 563 : 255 B 486 ) -13.7
Credit for prior-year minimum X -3 174 29 138 -20.7

' Includes cfedits not shown separately.

2 Represents the portion of the earned income credit used to offset income tax before credits. Additional earfied income credit amounts were used to offset other
taxes ($833,000 for Tax Year 1991, compared to $662,000.for 1990) and some amounts were either refundable or paid dlrectly to the taxpayer ($8,221,000 for Tax

Year 1991, compared to $5,303,000 for 1990).
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Definitions and Changes in Law

In general, the definitions used in this article are the same
as those explained in Statistics of Income— 1989, Indi-
vidual Income Tax Returns. The following is a partial list
of tax law and Internal Revenue Service administrative
changes that had a bearing on the 1991 preliminary data
discussed in this article.

Alternative Minimum Tax Rate.—The alternative mini-
mum tax rate on “tax preferences” was raised to 24 per-
cent for 1991, from 21 percent for 1990.

Capital Gains Tax.—A maximum tax rate of 28 percent
for net long-term (assets held more than one year) capital
gains went into effect for 1991, compared to a maximum
tax rate of 31 percent on other types of income. For 1990,
long-term capital gains were taxed at the same rate as
other types of income. The maximum rate for all types of
income for 1990 was 28 percent.

Earned Income Credit.—If a taxpayer’s “earned in-
come” and adjusted gross income for 1991 were both less
than $21,250, and a qualifying child lived with him or her,
the taxpayer may have been able to claim the earned
income credit. Beginning with 1991, Schedule EIC,
Earned Income Credit, was used to figure the credit. The
new form allowed for the computation of the three com-
ponents of the credit: the basic credit, the health insurance
credit and the extra credit for a child born in 1991. The
basic credit could be as much as $1,192 for one qualifying
child, and as much as $1,235 for two or more qualifying
children. The health insurance credit was available to
individuals who paid health insurance that covered a
qualifying child. The maximum amount of the health
insurance credit was $428. The maximum amount of the
extra credit for a child born in 1991 was $357.

Exemption Amount.—A taxpayer was allowed a $2,150
deduction for each exemption to which he or she was
entitled for 1991, an increase over the $2,050 allowed for
1990. Beginning with 1991, the deduction for exemptions
was limited for taxpayers with AGI above certain levels
(see Phaseout of Personal Exemptions below for details).

Itemized Deductions.—If a taxpayer’s AGI was greater
than $100,000 ($50,000 if married filing separately), his
or her itemized deductions may have been limited. The
limitation did not apply to the deductions for medical and
dental expenses, investment interest expenses, casualty or
theft losses, and gambling losses; all other deductions
were subject to the limitation. To arrive at allowable
itemized deductions, total itemized deductions were
reduced by the smaller of: a) 80 percent of the non-exempt
deductions, or b) 3 percent of the amount of AGI in excess
of $100,000 ($50,000 if married filing separately).

Also, the phase-out of the deduction for personal inter-

est (such as interest on car loans and credit card balances)
was completed. No personal interest could be deducted
for 1991.

Phaseout of Personal Exemptions.—Beginning with
1991, a taxpayer’s personal exemption deduction was
limited, based on filing status, if he or she reported AGI in
excess of certain amounts. For single taxpayers, the
phaseout began at $100,000 and was completed at
$222,500; for married taxpayers filing jointly and qualify-
ing widow(er)s, the phaseout began at $150,000 and was
completed $272,500; for heads of households, the phase-
out began at $125,000 and was completed at $247,500;
and for married taxpayers filing separately the phaseout
began at $75,000 and was completed at $136,250. Thus,
for each filing status, if a taxpayer reported AGI below
the bottom threshold, his or her deduction for exemptions
was allowed entirely; if AGI was more than the upper
limit, the deduction for exemptions was disallowed
entirely. ..

The phaseout of exemptions for 1990 was based on
taxable income, and began at $97,620 for single filers,
$162,770 for joint married filers and qualifying
widow(er)s, $134,930 for heads of households, and
$123,570 for separate married filers. The amount of
taxable income at which the 1990 phaseout was com-
pleted depended on the number of exemptions claimed by
the taxpayer.

Standard Deduction.—The standard deduction in-
creased for 1991, For single filers, the standard deduction
rose from $3,250 to $3,400; for persons married filing
jointly or qualifying widow(er)s, from $5,450 to $5,700;
for persons married filing separately, from $2,725 to
$2,850; and for heads of household, from $4,750 to
$5,000.

Tax Rates.—For 1991, the tax rate schedule contained
three basic rates: 15, 28 and 31 percent. For 1990, there
were two rates: 15 and 28 percent, plus a phase-out of the
benefits of the 15 percent tax rate.

Data Sources and Limitations

These preliminary statistics are based on a sample of
individual income tax returns (Forms 1040, 1040A and
1040EZ) filed during Calendar Year 1992. Returns in the
sample were stratified based on return type (Form 1040,
1040A or 1040EZ); the presence or absence of specific
forms or schedules; and the larger of positive income or
negative income [7]. Returns were then selected at rates
ranging from 0.02 percent to 100 percent. The preliminary
1991 data are based on a sample of 106,924 returns and
an estimated final population of 115,438,439 returns. The
corresponding sample and population for the preliminary

13
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poses between January and late September of 1992. In

Coefficients of Variation for Selected general, returns processed dur.ing the remaindel.' O.f each
Frequency Estimates, Tax Year 1991 year tend to have somewhat different characteristics -
- compared with the returns processed earlier. These char-
Number ’ Approximate
of returns _ coefficient of variation acteristics include disproportionately large amounts of
44,550,900 c 007 investment income and alternative minimum tax.
11,137,700.. 0.02 All comparisons between 1991 and 1990 are based on
g_'?g preliminary estimates for each year. Figure L provides a
0.20 " comparison of 1990 preliminary and final data. Certain
93 items, such as AGI and salaries and wages, which are
0.50 reported on most returns, changed little between prelimi-
, : . . nary and final data. In contrast, other items, including
1990 data were 89,970 and 114,467,245 returns, respec- partnership and S Corporation net losses and the alterna-
tively. . _ tive minimum tax tend to be understated in all preliminary
The data presented here are estimates basedona = | estimates.
sample of returns filed and are, therefore, subject to _
sampling error. To properly use the statistical data pro- Notes and References
vided, the magnitude of the potential sampling error must [1] Mean or average taxable income is defined as the
be known; coefficients of variation (CV’s) areusedto | ° " ,mount of taxable income-divided by the-numberof — |-
~ “measure that magnitude. taxable returns. Mean total income tax is defined as
Approximate CV’s for frequency estimates are pre- the amount of total income tax divided by the number
sented in Figure K. These approximate CV’s shownare of taxable returns. ,
intended only as a general indication of the reliability of . :
the data. For a number other than those shown, the corre- [2] For the purposes of this article, total positive income
sponding CV can be estimated by interpolation. The was a compilation of all income items or individual
reliability of estimates based on samples, and the use of tax returns (Forms 1040, 1040A and 1040EZ) for
coefficients of variation for evaluating the precision of which a positive amount was reported by the tax-
estimates based on samples, are discussed in the appendix payer. The Form 1040 income tax return entry for
to this issue of the Bulletin. Schedule E, Supplemental Income and Loss, was
While the preliminary estimates are intended to repre- separated into the following components: rent and
sent a full year of taxpayer reporting, they are actually royalty net income, partnership and S corporation net
S income, and estate and trust net income. When any of

based on returns processed for tax administration pur-

Comparison of Selected Preliminary and Final Data, Tax Year 1990

[Money amounts are in millions of dollars}

1890 . 1990 " Increase from Percentage increase
Item preliminary final c preliminary to from preliminary
data : " data final data to final data
. ) 3] )] “)
Adjusted gross income (less deficit)............... JEUS SO PR PRI ) 3,431,906 3,405,427 -26,479 -0.8
Salaries and wages........................ 2,615,307 2,599,401 -15,906 . 06
Net-capital gain (less loss) . 109,939 114,231 4,292 3.9 )
Partnership and S Corporation: .
NEEHNCOME. ... e 106,628 112,030 5,402 5.1
NEBEIOSS. ..o e 32,306 45,007 12,701 39.3
Cther income . -
INEEINCOME. ... : 21,918 22,405 487 2.2
NEEIOSS.....o.oiiiiiiiiiii ittt s 27,438 39,558 12,120 44.2
Total itemized deductions................cccoiieeriiiiicnie e 452,380 458,485 6,105 1.4
Interest paid dedUction................ccocciviriiiees e 203,499 208,354 4,855 24
Total tax credits............... . 6,584 6,831 247 3.8
Total income tax.................. .. 451,425 447 127 - -4,298 -1.0
Alternative minimum taX..........cccceiiiiiiinniiii e 617 830 213 34.5
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(3]

4

these components was positive on a return, the
corresponding income (rather than the netted total
amount from Schedule E) was included in the
statistics for total positive income.

U.S. Department of Labor, Bureau of Labor Statis-
tics, Monthly Labor Review. Represents annual
averages of monthly figures. Reflects buying patterns
of all urban consumers. Indices used were:

1991 CPI-U=136.2; 1990 CPI-U=130.7

U.S. Department of Labor, Bureau of Labor Statis-
tics, Employment and Earnings, monthly.

(5]

(6l

(7

Internal Revenue Service, Statistics of Income

Bulletin, Spring 1992, Volume 9, Number 4, 1992,

Detailed information regarding sole proprietorships
will be included in the Fall 1993 issue of the Bulletin.

Returns in the sample are stratified based on the
presence or absence of one or more of the following
forms or schedules: Form 2555, Foreign Earned
Income; Form 1116, Computation of Foreign Tax
Credit; Schedule C, Profit (or Loss) from Business or
Profession; Schedule F, Farm Income and Expense:s;
and Form 4835, Farm Rental Income (or Loss).

15
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.

Table 1.—All Returns: Selected Income, Adjustments, Deductlons and Tax Items, by Size of Adjusted

Gross Income

[All figures are estimates based on ph y are in th ds of d )
' ‘Selected sources of income or loss -
Adjusted Salaries and wages Taxable hte_rost . Tax-exempt interest !
Size of adjusted Number of - gross » '
gross income retums income Number- Number K Number
(less daficit) - of Amount Tof *© Amount of Amount
o retums _ retums ) " retums
(1) (2. (3 - . -4 [ 6) Ul - (8)
1 14,928]084 3,471,537,352 97,453,918 2,878,570,812 70,385,813 205,430,597 4,151,714 ' 44,274,271
887,460 .=41,297,066 324,295 6,269,450 586,672 3.706,431 ) 39,903 ‘621,452
$1 under $5,000....... . 16,088,101 40,193,254 12,91 6,§40 33,875,470 6,242,964 - 4,214,876 99,842 ©.275,156
$5,000 under $10,000... 15,251,122 114,279,438 11,953.788 82,853,800 6,546,952 10,.708.508 ' 160,929 - 905,267
$10,000 under $15,000 13,830,261 172,465,221 10,899,126 " 125,068,447 6,636,544 15,979,464 181,392 905,322 °
- $15,000 under $20,000. 11,649,860 202,41 9,981 9,839,995 157,591,082 - 6, 049 656 13,388,060 173,975 585,398
$20,000 under $25,000. 9,755,792 21 8,664,799 8,349,035 172,659,903 5,761,009 13,230,956 219,900 1,137,904
$25,000 under $30,000. 7,860,684 215,772,608 7,093,211 178,482.0?6 R 5,079,723 9,385,863 209,324 1,420,319
$30,000 under $40,000.... - 12,360,220 429,566,449 11,131,754 . 354,597,910 9,139,418 21,081 ,892 491,151 2,680,960
$40,000 under $50,000........ 8, 826 860 394,050,508 '8,104,041 327,820,501 7,280,551 16,664,126 ‘. 428,981 2,789,907
$50,000 qnder $75,000.... 11,418,007 ' 687,190,683 |, 10,601,168 575,068,846 10,330,051 2'_/.464,783 811,810 §.01 9,449
$75,000 under $100,000... 3,567,975 303,835,854 _ 3,264,063 242,583,706 3,376,980 14,648,995 442,586 3,918,668
$100,000 under.$200,000 .2,600,929' 338,975,050, 2,270, 488 233,133,229 2,537,277 20,724,371 550,136 1. nr8757
$200,000 under $500,000......... o 668,414 184,077,321 * 562,308 1171 883496 { 658,348 - 14,679,846 - | . 248,286 - __7 119637 .
——$500,000 under $1,000, 000 sl B '118,3;405 ) 703, 809 TT77T100,390 39,785,480 ©118,258 - 6,965,518 - 61,489 ‘3,323,140 -
$1,000,000 or more. 51,555 121 639 443 43,615 36,889,466 51,408 12,586,908 32,011 | - 4,792,936
Taxable returns, total...... 88,969,474 3, ?QS 228 ,963 73.?1 1,643 2,536,874,3'5( 81,702,988 R 13‘8,259,201' . ‘_3,870.13.4 41,538,“9'
Nontaxable returns, total 25,956 ,§1 0’ 1;6,308,3” 20,642,275 . 141,896,453 8,692,825 - 17,171,396 ) 27;!;500 : 2,735,78§
B ) Seiecled of i or ioss=C . S B
Tt o Lo . T Business or
. Dividends ‘State income tax refunds -Alimony received . profession
Size of adjusted . - - Net income
. gross income Number - . Number . Number : . . .. Number X -
of Amount - of Amount of Amount of - Amount
retums - ’ retums - retums : ’ _ returns :
, . - (10) (11). - 12) {13) . (14 (15) (16)
All retumea............ SOT—— e | . 23,257,361 . 77,217,980 16,699,006 9,7?9,350 465,8_28: . 3,982,1 '{4 11,5_24,409 158,417,681
.No adjusted gross income. 225,414 771,253 74,582 172,206 1.126 . .9,501 119,488 1,283,282
$1 under $5,000. 1,448,039 1,037,?01 . 123,838 - 42,708 16,957 . 37,576 1,927,916 ) 2,297,545
$5,000 under $10,000... 1,637,055 2,154,354 . 296,733 - 114,342 ‘67,115 347,008 . .- 1,277,475‘ 6,633,782
$10,000 under $15,000. 1,727,783 3,148,363 . 448,879° 153,314 - 57,916 316,475 1,108,378 7,448,592
$15,000 under $20,000. 1,392,786 2,697,334 658,328 219,091 . 66,205 429,882 1,047,029 8,435,680 .
320,000 under $25,000. 1,530,707 . 3,288,463 - ° ' 826,97_5 232,342 55,962 287,653 866,397 - 7,622,010
$25,000 under $30,000.. 1,487,811 - 2,515,489 BB 16,BSZ 3N ,17_4 40,005 .331,1585 841,578. . 7,831,866
$30,000 under $40,000. 2,849,249 5,732,898 2,757,162 1,008,161 65,716 694,046 1,317,666 ' 13,805,179
$40,000 under $50,000. 2,450,707 4,788,287 2,730,833 . "« 1 ,1.1 5,638 50,132 500,982 1,118,293 12,311,570
$50,000 under $75,000. 4,?96.974 10,993,413 4,667,152 2,123,471 27,772 ‘404,752 - 1,524,766 22,636,266
$75,000 under $100,000... 1,875,435 6,298,642 1,535,363 1,021,205 . 8519 -,284,894 ' 538,990 15,356,806
$100,000 under $200,000. . 1,662,585 11,453,510 1,170,102 1,335,529 6,514 219,082 552,579 . 28,872,875,
$200,000 under $500,000........ . 522,477 8,729,239 318,242° 879,842 . 1,712 101,512 148,408 15,169,136
$500,000 under $1,000,000...... . 103,327 4,438,601 56,721 . 376,9§2 73 2,005 25,381 4,637,203
$1,000,000.0r more. . 47.011 9,172,954 27,229 59;3,296 . 95 15,554 10,085 4,085,870
Taxable returns, tota 21,103,600 - 73,340,408 15,314,01 9 9,176,820 398,844 © 3,713,903 . 8,793,555 143,018,160
Nontaxable returns, total.........| 2,153,561 - 3,877,572 - 884,987 802,530 66,984 268,181 2,730,854 15,399,502

Note and footnotes at end of table.




Individual Income Tax Returns, Preliminary Data, 1991

Table 1.--All Returns: Selected Income, Adjustments, Deductions and Tax Items, by Size of Adjusted

Gross Income--Continued
{All figures are estimates based on samples--money amounts are in thousands of dollars]

Selected sources of income or loss—-Continued

Business or Capital gain Sales of capital assets
profession-Continued distributions reported on Form 1040, Schedule D
Size of adjusted Net loss reported on Form 1040 Net gain Net loss in adjusted gross income
gross income Number Number Number Number
of Amount of Amount of Amount of Amount
retums retums retums returns
(1n (18 (19) (20) 1) (22) (23) (24)
3,457,010 19,737,333 2,353,725 1,228,933 8,043,794 103,893,622 4,585,362 8,617,305
331,797 5,802,821 10,722 9,678 115,469 3,477,466 144,697 336,900
172,523 709,353 256,270 69,033 332,859 434,600 220,748 397,427
$5,000 under $10,000.. 191,614 950,977 150,589 66,489 458,959 1,093,097 298,783 560,704
$10,000 under $15,000..... 249,582 1,128,197 171,273 83,224 558,039 1,372,410 304,486 570,461
$15,000 under $20,000.... 216,335 966,566 170,106 78,399 443,365 1,393 418 244,396 452,963
276,936 901,133 125,743 44,357 530,192 1,936,581 282,360 553,183
269,339 1,009,958 125,530 73,690 449,650 1,897,681 222,727 436,502
476,009 1,674,709 383,149 219,863 864,786 3,597,078 551,328 955,040
369,857 1,430,443 247,886 113,323 807,227 3,609,791 492,431 850,232
520,837 2,024,561 462,301 253,680 1,405,023 9,376,768 823,677 1,418,437
174,552 847,988 169,214 151,004 736,565 6,951,749 392,251 758,326
154,995 1,092,865 72,578 58,113 907,862 15,881,844 418,639 879,284
40,576 654,831 7.774 2,17 328,390 15,924,231 147,723 341,109
8,038 212,524 436 582 71,035 9,438,330 29,164 74,976
$1,000,000 Of MOF....ccovsurernsacer 4,018 330,408 154 5,324 34,371 27,508,575 11,952 31,763
Taxable returns, total 2,643,388 11,530,975 2,169,783 1,158,792 7,312,203 98,238,796 3,934,093 7,235,804
Nontaxable returns, total....... » 813,621 8,208,358 183,932 70,140 731,581 5,654,826 651,269 1,381,501
Selected sources of income or loss—Continued
Sales of property Taxable Individual Pensions and annuities
other than capital assets Retirement Arrangement
Size of adjusted Net gain Net loss distributions Total
gross income Number Number Number Number
of Amount of Amount of Amount of Amount
retums retums retums retums
(25) (26) (27) (28) (29) (30) (31) (32)
741,384 4,496,727 834,715 5,874,583 4,027,654 20,673,702 19,089,563 243,355,546
36,758 366,540 57,703 2,620,048 25175 219,476 93,318 928,458
24,444 62,927 33,528 111,660 63,395 133,576 631,213 2,196,086
29,169 85,752 60,370 223,799 338,701 763,259 2,209,317 11,342,638
$10,000 under $15,000.. 61,006 162,655 31,716 98,637 554,269 1,605,597 2,655,624 18,635,828
$15,000 under $20,000.. 52,185 149,274 45,143 264,737 398,870 1,297,758 2,035,667 20,093,068
$20,000 under $25,000.. 69,400 194,004 49,245 114,354 386,214 1,637,873 1,816,918 19,669,880
$25,000 under $30,000.. 46,992 126,716 51,915 175,256 321,472 1,122,383 1,468,358 17,163,732
$30,000 under $40,000. 80,038 260,094 75,231 353,292 529,793 2,419,208 2,341,602 30,934,522
$40,000 under $50,000. 67,472 362,994 77,780 229,952 459,409 2,629,110 1,797,580 26,797,436
$50,000 under $75,000. 111,129 567,627 120,544 380,212 569,195 3,231,172 2,471,373 43,202,672
$75,000 under $100,000. 51,380 447,388 54,078 175,978 190,449 1,835,313 770,525 17,593,794
$100,000 under $200,000. 75,884 733,236 98,148 457,171 151,357 2,347,110 609,681 20,077,542
$200,000 under $500,000., 32,244 456,765 54,632 393,429 33,714 993,122 148,900 9,717,516
$500,000 under $1,000,000...... 8,494 238,972 15,513 173,889 5,390 250,575 27,265 3,011,652
$1,000,000 OF MOFB......comneunesres 4,789 281,784 9,166 202,170 2,250 188,170 12,221 1,990,727
Taxable returns, total 609,896 3,801,222 670,428 2,638,211 3,579,680 19,150,081 16,438,038 228,710,325
Nontaxable returns, total......... 131,487 695,505 164,286 3,336,372 447,974 1,523,641 2,651,525 14,645,220

Note and footnotes at end of table.
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Individual Income Tax Returns, Preliminary Data, 1991

Table 1.--All Returns: Selected Income, Adjustments, Deductions and Tax Iitems, by $ize _of Adjusted . .. |

Gross Income--Continued . . T - o
[All figures are esti based on ph oney are in th ds of dollars] - . - R Sy e .
) . Selected of i or loss—-C. d o -
.. Pensions and annuities--Continued . " Rent and royalty ) ) " Partnership and $ Corporation -
In adjusted Net Net loss ° e : Net o
Sizo of adjusted - gross income ) income | - In adjusted gross income " . - income
gross income . 'Number . Number T Number T, Number. | =~ .
of Amount of . Amount < of . ~Amount of . Amount
retums . retums . retums ) o ‘retums
(33) .- (34) . (35) (36) (37) 1 @y - (39) “(40)
Al FOUMS cvvenmrerrrnnerspessess " 18,101,634 | 178,959,250 . 5,161,026 33024058 .| 4949418 | 20210524 | 3,047,985 | 101,564,760
No adjusted gross i - 74553 | 528,394 - . 88,664 . 823,619 173,767 2,625,981 37,942 558,888
" $1 under $5,000.... N .615,394 1,432,062 191,613 382,022 125,781 629,339 87620 | 149450
$5,000 under $10,000. 2,160,400 - 9,594,571 466,213 . 1,162,721 241,791 1,084,811 135,573 656,274
$10,000 under $15,000. 2,626,243 16,514,760 489,101 1,489,745 258,507 1,079,957 139,376 . 686,586
$15,000 under $20,000. *1,990,208 17,018,337 ‘40793 | 1419522 326,594 1,484,007 116864 | 694783 |
$20,000 under $25,000. 1,763,285 . 17,554,661 402,115 1,442,178 350,697 1,333,355 166,639 . 998915
$25,000 under $30,000. 1,388,036 13,547,413 341,754 1,215,599 . 350,208 1,491,280, 154,135 . | . 1,230,245
$30,000 under $40,000. 2,225212 23,874,288 591,545 2,598,289 658,402 3,051,656 301,309 . 2,269,561 _
$40,000 under $50,000...., 1,670,005 20,833,249 500,476 2,310,228 536,513 2,751,000 298,920 2,361,851
$50,000 under $75,000. 2,253,002, | 31,087,786 777017 | 4576638 1,035,458 . 8,012,751 541,577 " 6,506,021
$75,000 under $100,000... .670,972 11,486,562 311,568 2,435,435 420,647 2,843,792 286,583 5,942,895
$100,000 under $200,000. 10,330,600 385,566 5,650,699 380,622 - - | 2,648,508 454,496 17,748,063
' $200,000 Under $500,000. 3,378,846 152,290 4,580,685 68,758 ‘747,678 240,677.. 22,454,895
——$500,000 under $1,000,000. 1,042,094 36,821 1,760,385 |~ 14861 | . 244977. | - 57,558 12,072,853,
$1,000,000 or mora........ 738636 |. 1837 |- 2076200 6816 ‘181,429 28,717 27,233,500
Taxabie returns, tota 15,550,885 . | 167,801,691 "4411,081 [ 31,156,350 4,239,983 i zz,szz,sai} 2,772,859 99,655,521
Nontaxabie returns, total......... . 2,550,749 - 11,157,568 749,975 2,767,706 709,435 5,887,940 275126 " | 1,009,230
Co : o R .. Selscted sources of incoms or ioss--Confinued T e
Partnership and . S . .o . . .
" § Corporation--Continued ] . Estate and trust’ : _ Unemployment compensation
Size of adjusted Net loss ] Net income . Netloss ! .
gross income "~ Number ** |- - Number . Number . . Number -
) of Amount : .of . Amount of Amount ‘ . of "1 Amount’
_. returns . . retums . retumns ’ i ) retums
@) 42 - 43) " 4 ) i . {46) - - C 4N " (48)
2,208,830 ‘35349214 | “ser180 . [ -ap12972 . 60,635 - |- --483,731. | - 9,978,916 23,315,202
166,942 15,245,878 4954 . 52,006 6,381, 164677 20,307 44,002
61,078 520,629 ° 31,484 40,410 2,179 ° | *41,949 445765 "- 653,143
$5,000 under $10,000. 88,453 455,860 . 38,101 - - 84,901 4336 *1,664° 1428535 | 2849435
$10,000 under $15,000..... 110415 . 599,605 36,815 . 69,622 2,911 *21,892 1,685,023 3,482,207
$15,000 under $20,000.. 79,719 536,685 15839 | 102692 - 2,053 .*9,9368 - 1270221 | | 3,104,369
$20,000 under $25,000.., 111,984 734013 24,204 66,082 - *4,424- *32,571 1,035,359, | . 2,792,048
$25,000 under $30,000... 104,071 753,532 15960 77,324 “1,048° . 3,351 752,078 2,093,603 -
$30,000 under $40,000. 251,187 1,510,845 153843 - . 232,536 ° ‘3414 | *3,755° 1 1,338,420 " | 3,178,829"
$40,000 under $50,000... 197,799’ 1,125238 28,416 116,186’ 1948 | 454" 992,831 " | 2,328,808 ~
$50,000 under $75,000......... 378,751 2,340,572 44574 248,903 10,347 ° 63850 - * |  8eszo82 . 2113781
$75,000 under $100,000.......... 200,633 1,327,803 18,118 134643 ‘8829 48,603 158,748 '465,209
$100,000 under $200,000..... 205801 | 3248744 "54,015 * 683,888 5719 © | .an124 - 60,293° | ' 190,375
$200,000 under $500,000 121,918 3,297,380 19,961 655,505 4181 - 15715 .8291 -7 16,352
$500,000 under $1,000,000. 27,362 1,464,390 7,070 430,037 1176 geel | . se5 ‘2,296
$1,000,000 or more..... 12,718 2,188,039 : 3699 1,017,178 781" 29,519 T 198 T s
Taxabie retuns, total. 1,834,691 17,784,460 342,645 - 3,814,086 a7944 251,226 7,673,893 18,514,898
Nontaxable returns, total........ a7a139 | 17searss | sas2e 198086 | 12601 . 232506 | 2305023 * 4,800,394

Note and footnotes at end of table. . - : . - - . C . e R




Individual Income Tax Returns, Preliminary Data, 1991

Table 1.-All Returns: Selected Income, Adjustments, Deductions and Tax Items, by Size of Adjusted
Gross Income--Continued

[All figures are esti| based on pk y are in th ds of dollars]
Sel d of or loss--C d
Farm Social security benefits
Net Net In adjusted
Size of adjusted income loss Total gross income
gross income Number Number Number Number
of Amount of Amount of Amount of Amount
retums retums retums retums
(49) (50) (51) (52) (53) (54 (55) (56)
VR, Tt S — 944,431 9,779,474 1,361,247 12,052,368 11,184,974 109,706,854 5,421,074 21,788,613
No adjusted gross i 19,027 199,600 124,037 2,671,740 108,686 887,383 444 3,371
81,278 185,583 70,909 505,484 813,292 6,657,735 2,800 7.470
101,600 423,594 105,522 741,969 1,571,788 13,789,010 24126 84,188
$10,000 under $15,000.... 111,915 603,173 122,728 763,168 1,536,291 14,995,026 29,383 104,739
$15,000 under $20,000.... 70,860 370,326 106,624 560,358 1,050,351 10,173,461 51,026 51,836
$20,000 under $25,000. 96,941 745,239 119,452 757,128 980,491 9,883,356 382,654 409,894
$25,000 under $30,000. 75,659 688,560 108,822 621,010 775,155 7,676,027 583,735 1,032,334
$30,000 under $40,000. 122,187 1,301,527 172,134 1,119,153 1,483,772 14,181,354 1,461,755 4,663,350
$40,000 under $50,000. 98,362 1,452,609 147,032 989,098 998,699 9,642,082 998,699 4,530,487
$50,000 under $75,000. 101,453 1,570,682 160,081 1,156,191 1,111,028 12,044,617 1,111,028 6,012,546
$75,000 under $100,000.. 29,532 575,425 50,886 426,203 339,339 3,879,126 339,339 1,939,557
$100,000 under $200,000. 24,614 853,873 49,741 719,016 317,096 4,097,152 317,096 2,048,575
$200,000 under $500,000. 8,493 481,460 16,748 536,746 92,486 1,380,009 92,486 690,004
$500,000 under $1,000,000. 1,612 137,931 4,113 203,280 17,875 276,555 17,875 138,278
$1,000,000 or more. 899 209,891 2,316 281,825 8,627 143,962 8,627 71,981
Taxable retumns, total.............. 716,625 8,558,112 1,005,171 7,617,907 8,935,712 89,107,363 5,329,821 21,473,400
Nontaxable retumns, total.........| 227,806 1,223,382 358,076 4,434,481 2,249,263 20,599,491 91,254 315,213
Selected y adj
Total statutory Individual Retirement Individual Retirement Deduction for
adjustments Arrangement payments Arrangement payments self-employment
Size of adjusted (primary taxpayer) {spouse) tax
gross income Number Number Number Number
of Amount of Amount of Amount of Amount
retums retumns retums returns
57) (58) (59) (60) (61) 62) (63) (64)

All retums......covnreeininrecnen .| 16,978,517 34,217,293 4,257,175 6,472,831 1,947,840 2,877,232 11,732,258 10,446,710
No adjusted gross i 175,440 241,842 16,073 28,358 6,896 11,945 133,379 88,021
1,077,948 426,475 68,066 91,641 6,817 13,542 930,509 179,468
1,570,133 1,117,195 211,464 321,686 32,520 53,722 1,286,328 508,234
$10,000 under $15,000. 1,491,186 1,502,313 290,017 477,488 59,022 83,117 1,101,439 574,326
$15,000 under $20,000. 1,548,936 1,874,728 421,832 649,452 102,484 127,687 1,059,283 678,216
$20,000 under $25,000. 1,488,811 2,095,691 543,015 840,181 143,229 190,658 900,409 637,443
$25,000 under $30,000. 1,394,946 2,122,992 525,898 750,209 213,688 266,817 842,257 672,563
$30.000 under $40,000. 2,211,807 3,807,002 807,236 1,113,685 410,078 611,518 1,310,882 1,142,067
$40,000 under $50,000. 1,761,388 3,002,154 557,461 683,007 358,542 366,403 1,099,998 1,035,286
$50,000 under $75,000..... 2,143,363 4,887,501 375,216 674,130 263,532 399,020 1,678,195 1,773,007
$75,000 under $100,000.. 843,030 3,264,682 168,985 323,565 131,834 205,469 604,917 1,031,978
$100,000 under $200,000 911,338 5,701,827 198,725 379,002 160,262 252,760 666,242 1,505,440
$200,000 under $500,000. 281,011 3,190,920 58,630 112,296 47,699 77,447 178,472 509,300
$500,000 under $1,000,000. 52,574 658,523 10,377 20,077 8,086 12,377 28,271 81,549
$1,000,000 or more.... 24,806 323,450 4,175 8,054 3,148 4,743 11,676 29,813
Taxable returns, total... 13,823,530 31,854,220 4,034,894 6,149,664 1,848,860 2,534,857 9,074,796 9,224,695
Nontaxabie retums, total.... 3,052,988 2,383,073 222,280 323,187 98,980 142,375 2,657,462 1,222,015

Note and footnotes at end of table.
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Individual Income Tax Returns, Preliminary Data, 1991

Table 1.--All Returns: Selected Income, Adjustments, Deductions and Tax Items, by Size of Adjusted
Gross Income--Continued , .
[All figures are estil based on b T are In th of ]
| d Yy adj 1ts--Continued
Payments to Basic standard Additional standard deduction
self-employed Alimony paid deduction for age or blindness
Size of adjusted retiroment (Keogh) plans
gross income Number Number Number Number
of Amount of - Amount of Amount of Amount
returms returns retumns returns
(65) (86) (87) (68) (69) (70) 71) (72)
"All roturns........ccovssninien. 841,141 6,808,575 860,955 5,088,208 81,611,845 341,758,764 11,187,148 11,102,908
No adjusted gross ir 1,357 7,903 7,281 70,239 - - ' - -
$1 under $5,000. *1,387 2,071 15,702 50,568 15,9'30.086 48,532,780 985,151 920,844
$5,000 under $10,000.. 5,805 *6,389 24,377 112,658 14,632,857 .58,680,268 2,431,331 2,286,384
$10,000 under $15,000, 17,088 . 20,831 38,085 134,803 12,777,855 65,040,127 2,455,163 2,475,109
$15,000 under $20,000. 14,882 22,976 49,929 210,845 10,273,938 45,199,655 1,618,021 1,526,885
$20,000 under $25,000. 27,901 44,391 35,548 181,557 "7,908,851 35,990,909 1,137,020 1,168,300
$25,000 under $30,000. 29,338 103,726 24,298 124,478 5,764,092 268,983,776 619,235 820,809
$30,000 under $40,000. 57,176 173,627 95,207 497,898 7,468,176 36,605,422 882,489 870,853
$40,000 under $50,000. 70,087 241,455 83,868 477,088 3,755,929 19,873,679 488,194 516,570
$50,000 under $75,000. 182,403 779,188 116,300 784,584 2,598,461 14,088,858 488,140 529,456
$75,000 under $100,000.. 126,456 841,438 686,136 697,330 313,638 1,702,872 98,098 105,714
$100,000 under $200,000. 203,314 2,404,316 - 68,688 871,268 166,814 836,042 60,994 68,102
$200,000 under $500,000. 88,034 1,745,074 27,518 805,208 31,505 161,203 10,308 10,808
$500,000 under $1,000,000 13,215 306,861 . 8113 | _ 203570 8,718 45686 __ | - 2178 ) . ... 2385
~ $1,000,000 or more... 4,893 107,626 . 2,897 154,231 - 3,247 . 17,410, . e .| . 932 -
Taxable returns, total. 822,388 6,784,546 610,183 . 4,841,815 58,414,790 244,914,102 8,499,718 8,430,402
Nontaxable returns, total... 18,774 52,020 50,802 244,592 23,187,148 96,844,662 2,857,432 2,672,501
Totai temized deductions Medical and ] - .
after limitation dental expense Taxea paid deduction - Interest paid deduction
Size of adjusted deduction s
gross income Number Number : Number +  Number
of Amount of Amount of Amount of Amount
returns retums returns returns .
(73) (74) 8) -(78) {7 (78) {79) (80)
All roturns......osennsnsoniasnsncnss 32,417,385 458,904,701 5,304,721 23,315,779 31,915,693 148,489,308 27,346,176 208,119,426
No adjusted gross Ir - - - - - ie L ' -
$1 under $5,000.....ccc0tmucrnnsenns 157,983 1,554,672 111,093 414,027 141,183 256,964 118,999 722,273
$5,000 under $10,000... 809,126 5,678,717 379,383 2,115,140 514,532 827,807 363,494 2,050,988
$10,000 under $15,000. 1,052,304 9,989,970 847,579 3,523,805 955,714 1,468,974 633,851 3,335,647
$15,000 under $20,000. 1,375,924 12,778,228 565,775 3,218,283 1,295,229 2,198,856 1,007,652 5,213,198
$20,000 under $25,000. 1,848,889 18,855,887 711,989 | 2,531,661 1,814,414 3,426,852 1,430,241 7,566,348
$25,000 under $30,000. 2,106,593 19,092,847 546,848 1,685,822 2,058,723 4,353,461 1,752,007 8,963,786 -
$30,000 under $40,000.. 4,894,044 48,369,792 924,101 3,067,320 4,844,809 12,304,802 4,119,742 23,379,705
$40,000 under $50,000.. 5,070,922 55,095,784 809,472 1,094,945 .5,039,652 15,831,044 4,368,444 26,728,388
$50,000 under $75,000.. '8,819,548 117,576,755 581,713 2,820,354 8,795,797 36,601,108 7,889,139 56,960,553
$75,000 under $100,000... 3,244,437 57,808,879 148,772 599,755 3,233,402 1 9,438,540 2,885,798 26,724,840
$100,000 under $200,000. ' 2,444,308 63,447,208 68,956 995,018 2,431,906 23,384,719 2,108,555 28,541,583
$200,000 under $500,000. . 636,879 28,818,322 8,466 291,800 832,601 13,521,228 539,095 11,771,270
$500,000 under $1,000,000...... 110,122 9,286,843 824 36,030 109,847 5,294,698 90,839 3,139,981 -
$1,000,000 or more. . 48,307 12,754,898 149 | 12,819 48,082 7,582,253 38,320 * 3,020,909
Taxable returns, total....... 30,537,162 428,753,539 4,179,990 13,114,270 ' 30,244,570 142,667,014 25,985,588 195,818,149
Nontaxable returns, total. 1,880,223 30,151,161 1,124,731 10,201,509 1,671,124 3,822,294 1,360,588 12,301,277

Note and footnotes at end of table.
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Table 1.-All Returns: Selected Income, Adjustments, Deductions and Tax ltems, by Size of Adjusted
Gross Income—Continued

[Nlﬂo\msmesﬂmatesbasedmsanples—myanmmumhﬂnwandsdddm]

Selected itemized deductions-—-Continued
Net miscellaneous
Contributions deduction Moving expense deduction deductions after Gambiling loss deduction
Size of adjusted limitation
gross income Number Number Number Number
of Amount of Amount of Amount of Amount
retums retums retums retums
(81 (82) (83) (84 (85) (86) &7 (88)
All returne. 29,540,961 60,161,855 803,487 3,535,679 7,407,728 24,983,797 674,972 2,031,259
108,386 65,177 *1,308 *1,288 56,206 80,089 *4,300 *12,219
$5,000 under $10,000.. 417,205 402,385 8,938 26,546 133,627 181,399 11,470 32,891
$10,000 under $15,000.... 804,987 965,178 20,311 60,150 234,737 561,315 14,404 34,773
$15,000 under $20,000. 1,104,988 1,208,029 18,427 32,833 323,859 778,630 39,939 57,878
$20,000 under $25,000. 1,577,739 1,824,819 38,977 115,144 442,852 1,020,477 34,310 44,245
$25,000 under $30,000. 1,808,326 2,247,179 38,181 86,251 519,530 1,522,899 49,882 218,412
$30,000 under $40,000. 4,383,229 5,762,380 92,896 265,392 1,181,750 3,184,501 111,041 179,192
$40,000 under $50,000.... 4,712,913 6,593,211 129,113 410,613 1,184,124 3,219,478 94,247 202,478
$50,000 under $75,000... 8,344,995 14,046,443 223,591 897,546 1,800,397 5,841,564 182,312 382,181
$75,000 under $100,000, 3,162,456 7,082,607 105,588 599,067 750,895 3,119,097 69,308 244,108
$100,000 under $200,000... 2,358,587 8,249,447 103,372 806,858 541,509 3,359,291 53,851 222,125
$200,000 under $500,000... 616,308 5,034,828 20,068 199,167 110,122 1,306,413 15,630 212,264
$500,000 under $1,000,000. 107,524 2,179,877 2,055 25,774 12,881 343,960 2,962 81,873
$1,000,000 or more. ” 47,348 4,500,208 851 9,253 5,268 484,780 1,517 106,523
Taxable returns, total wen | 28,204,683 58,400,558 777,101 3,448,968 8,964,142 23,743,184 631,633 1,736,605
Nontaxabie returns, total......... 1,338,398 1,761,208 26,385 88,712 443,588 1,250,832 43,339 204,854
Selected itemized deductions—-Cont'd Taxable Income
Other miscellaneous Itenized deductions in Exemptions
deductions, except excess of limitation Total
Size of adjusted gambling
gross income Number Number Number Number
of Amount of Amount of Amount of Amount
retums returns exemptions retums
(89) (90) (81) (82) (83) (84) (9%) (96)
35,782 68,460 3,282,788 10,623,085 231,425,110 491,587,404 92,967,044 2,285,891,914
- - - - 1,758,076 3,745,395 - -
- - - - 13,017,665 27,923,482 4,457,972 2,810,784
- - - - 22,608,121 48,528,224 8,987,804 20,576,830
$10,000 under $15,000.... 635 { - - 25,027,763 53,727,639 11,500,172 58,164,350
$15,000 under $20,000... - - 22,613,230 48,560,105 11,180,131 96,411,398
$20,000 under $25,000. *1,367 *8,571 - - 20,236,326 43,462,195 9,573,214 122,217,430
$25,000 under $30,000. *51 *414 - - 17,615,771 37,832,318 7,784,607 131,568,541
$30,000 under $40,000. *3,576 *6,080 - - 290,936,822 64,292,913 12,292,393 280,066,605
$40,000 under $50,000. *3,400 *4,933 - - 24,192,044 51,857,003 8,809,336 266,793,178
$50,000 under $75,000. 14,421 3,049 86,391 22,847 33,675,670 72,358,857 11,391,662 482,942,977
$75,000 under $100,000. *1,142 *89 14,318 17,534 10,616,832 22,801,125 3,555,628 221,462,173
$100,000 under $200,000......... 5,752 28,666 2,402,614 2,232,928 7,658,104 15,590,805 2,596,486 259,189,666
$200,000 under $500,000......... 1,899 8,886 624,312 3,558,584 1,984,440 786,420 667,433 164,415,475
$500,000 under $1,000,000. 365 2,892 108,033 1,833,592 345,062 14,181 118,729 70,383,407
$1,000,000 Of MOre......ccrvareeneenn 155 4,244 47,119 2,957,610 140,184 6,744 51,480 108,889,301
Taxable returns, total....... 34,378 62,884 3,277,507 10,613,756 179,529,880 380,230,394 88,939,774 2,275,136,794
Nontaxable returns, total......... 1,404 5578 5,281 9,339 51,895,230 111,357,010 4,027,270 10,755,121
Note and footnotes at end of table.
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Table 1.-All Returns: Selected Income, Adjustments Deductlons and Tax items, by Size of Adjusted .
Gross Income—Continued
[All figures are estimates based on samples~money amounts are in thousands of doflars]
Taxable income—Continued
Schedule D gain Income tax Total tax Income tax -
) taxed at before credits after credits
Size of adjusted 28 percent :
gross income Number Number Number Number
of Amount of Amount of Amount of
retums " retums retums retums
97 . (99 (99) (100) (101) (102) (103)
1,272,612 56.9?8.641 92,883,717 * 454,289,945 . 12,768,590 7,108,271 88,955,653
- - 4443 28,904 307 854 - 4Ms
- - 4,374.4&) 449,453 16,093 714 4,373,105
- - 8,979,655 3,134,298 481,657 ‘ 55,526 8,561,664
$10,000 under $15,000... - - 11,496,624 8,753,967 2413840 902,629 9,320,661
$15,000 under $20,000... - - 11,187,341 14,475,230 3,334,413 1,571,493 9,968,198
$20,000 under $25,000... - - 9,573,214 18,401,546 . 1,235,863 383,550 9,507,285
- 7,784,616 20,242,126 574,222 260,589 7,771,024
- 12,291,694 45,624,166 1,050,492 482919 12,271,302
. - 8,810,067 43,937,255 1,000,931 442,389 8,803,773
771,554 11,391,810 88,875,930 1,564,905 842,386 11,388,818
' 1,652,491 3,555,687 47,175,913 - 519,688 - 344,519 3,553,514
 11,218455 2,596,522 63,329,189__ 377,981 543745 _ | 2504880 |
12,592,062 667,433 46,347,002 140,906 592,328 666,896
7,700,511 118,729 20,819,519 35,271 227,299 118,673
22,995,567 . - 51,480 32,695,267 20,019 457,329 51,447
56,920,027 88,960,520 452,651,114 8,843,394 5,460,440 - 88,955,653
8,614 3,923,197 1,638 831 3,923,197 1,838 831 -
Income tax after. : Alternstive Total Total tax
credits—-Continued minimum tax income tax 2 liability 3
Size of adjusted a ’ )
gross income . R Number Number Number
Amount of -. Amount o - Amount of Amount
(109 (105) {106) (109) (108) (109) (110)
All returns.........cocecerenerses 447,181,674 225,626 1,003,970 88,969,474 448,185,644 90,991,947 470,113,987
¢ 28,140 3,865 ' 40,534 8,2804 68,6754 135,0154 T 2559244
448,735 14,248 2,954 4,373,164 451,691 5,076,498 745,701
3,078,773 - 7,329 4,202 8,562,508 3,082,977 9,062,715 3,814,306
7,851,336 1,717 5,789 9,321,053 7,857,128 9,639,505 8,839,779
12,903,736 64’ 590 9,968,243 12,904,329 10,208,839 14,257,404
18,017,996 1,714 1,338 9,508,797 18,019,334 . 9,576,525 19,378,261 -
19,981,537 2,343 3,189 7,771,050 19,984,725 7,803,890 21,450,415
45,141 ;247 : 5,352 12,186 12,271,640 . ' 45,153,433 12,290,843 47,662,706
43,494,866 R 8,881 -6,882 8,804,365 43,501,747 . 8,812,107 45,765,270
88,033,544 ' 34,865 74,792 11,390,668 88,108,336 11,394,374 - 92,093,332
$75,000 under $100,000.. 46,831 394 35,766 78,595 3,555,570 46,909,989 3,555,950 49,145,881
$100,000 under $200,000. 62,785,444 64,468 219491 - 2,596,273 . 63,004,835 2,597,542 66,219,432
. $200,000 under $500,000. 45,754,766 36,243 271,838 667,637 46,026,604 667,861 47,101,414
$500,000 under $1,000,000. 20,592,220 6,109 122,388 118,718 20,714,608 118,760 20,893,068
$1,000,000 or more. 32,237,937 . 2,655 159,193 51,508 32,397,130 51,521 32,491,005
Taxable returns, tota... 447,181,674 225,626 . 1,003,970 88,969,474 448,185,644 . 88,969,474 468,323,362
Nontaxable returns, total. - - - - . - 2,022,473 1,790,624
! Not-indluded in adjusted gross income. - ’ 3
2 Total income tax represents income tax aﬂeruednts(mdudmghemmdmeomeaedit) ‘plus altemative minimum tax,
3 Totad tax liability represents income tax after credits (including .the eamed income credit), pltsaltematlvemmmuntax plmanyothaaddnmaltaxes eg., seﬂ-enploymenthand
penalty tax on Individual Retirement Arrangements (IRA's).
- 4 Aretumn with no "adjusted gross income® andm‘taxab!elrwm’culdsnllsfm‘mallrwmmx,'Hn\etaxwaammbtnabletom‘anmmﬂvenimnmm Seealso.\‘oomoteszms
'mmmmmmmmammlmdwmnmnmwﬁmmw .
NOTEDetmlmynotaddtoMa!sbecwseofrwndmg . .




High-Income Tax Returns, 1989

he Tax Reform Act of 1976 required annual publica-

tion of data on individual income tax returns report-

ing income of $200,000 or more, including the
number of such returns reporting no income tax liability
and the importance of various tax provisions in making
these returns nontaxable [1]. This article presents sum-
mary data on high-income tax returns for the period 1977
to 1989, and detailed data for 1989. Data for the years
1974 through 1988 have been published previously [2].

Two income concepts are used in this article to classify

tax returns as high-income: the statutory income concept
of adjusted gross income (AGI), and the expanded income
concept [3]. Expanded income uses items reported on tax
returns to obtain a more comprehensive measure of
income than AGI. Specifically, expanded income is AGI
plus tax-exempt interest, nontaxable social security
benefits, and items of tax preference for alternative
minimum tax purposes; less unreimbursed employee
business expenses, moving expenses, investment interest
to the extent it does not exceed investment income, and
miscellaneous itemized deductions not subject to the 2-
percent-of-AGI floor [4]. Note that although expanded
income is a more comprehensive measure of income than
AGI, for some taxpayers the subtractions from AGI to
arrive at expanded income exceed the additions, with the
result that expanded income is less than AGI.

Number of High-Income Returns
For 1989, there were 786,063 individual income tax
returns reporting AGI of $200,000 or more, and 814,152
reporting expanded income of $200,000 or more. These
returns represented, respectively, 0.701 and 0.726 percent
of all returns for 1989 (see the top panel of Figure A).
Since 1977, the number of returns reporting income of
$200,000 or more increased much more rapidly than the
total number of returns filed. This pattern is true under
both income concepts. Each year these high-income
returns have comprised a larger share of all returns than in
the preceding years (Figure A). The difference in the
number of high-income returns between the two income
concepts significantly decreased beginning for 1987,
when AGI began to include 100 percent of long-term
capital gains. This change in the definition of AGI makes
the income concepts of AGI and expanded income more

Therese Cruciano and Robert Kalish are economists with the
Individual Returns Analysis Section. Therese Cruciano was
responsible for the overall production of the article. Robert
Kalish was responsible for the overall production of the tables
and developed portions of the text. The article was prepared
under the direction of Jeffrey Hartzok, Chief, Individual Returns
Analysis Section.

comparable. In addition, the inclusion of tax-exempt
interest in expanded income starting with 1987 made
expanded income for years after 1986 not strictly compa-
rable to expanded income for years before 1987. }

In the top panel of Figure A the $200,000 threshold for
high-income returns is measured in current year (nominal)
dollars. As a result of inflation, the real (constant) dollar
level of the threshold has fallen over time, and some
returns are classified as high-income that would not have
been classified as high-income in earlier years. To
maintain the comparability of the threshold over time, the
threshold has been adjusted for inflation to constant 1976
dollars for all years, and the number of high-income tax
returns has been recomputed [5].

The results using the constant 1976 dollar threshold are
shown in the lower panel of Figure A. Using the expanded
income concept, the number of returns for 1989 measured
in current year dollars was 13 times as large as for 1977.
Measured in constant 1976 dollars, the number of returns
for 1989 was nearly four times the number for 1977. Note
that since 1977, the number of returns with income of
$200,000 or more in constant 1976 dollars has increased
at a much more rapid rate than the total number of returns
filed. Between 1977 and 1989, the share of such returns
rose from 0.067 percent to 0.204 percent of all returns.

Based on AGI, the number of returns for 1989 mea-
sured in current year dollars was 14 times as large as for
1977. Measured in constant 1976 dollars, the number of
returns for 1989 was over four times the number for 1977.
Between 1977 and 1989, the share of such returns rose
from 0.052 percent to 0.194 percent of all returns.

Nontaxable High-Income Returns
Two tax concepts are used in this article to classify tax
returns as taxable or nontaxable. The first concept, “U.S.
Income Tax,” is total Federal income tax liability (includ-
ing the alternative minimum tax), less all credits against
income tax (except the earned income tax credit). Since
the U.S. income tax applies to worldwide income and
since a credit (subject to certain limits) is allowed against
U.S. income tax for income taxes paid to foreign govern-
ments, a return could be classified as nontaxable under
this first concept even though income taxes had been paid
to a foreign government. The second tax concept, “World-
wide Income Tax,” addresses this circumstance by adding
back to U.S. income tax the allowed foreign tax credit [6].
For 1989, of the 786,063 income tax returns with AGI
of $200,000 or more, 1,081, or 0.138 percent, had no U.S.
income tax liability; and 987, or 0.126 percent, had no
worldwide income tax liability (see the top panel of
Figure B). For 1988, 822 returns with AGI of $200,000 or
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All Returns and Returns with lncome of $200 000 or More Measured in Current Dollars and in Constant 1976
Dollars by Income Concept Tax Years 1977 1989

$200,000 income threshold measured in current dollars
. “
) Tax year - All returns Number of returns Percentage of all
by income concept returns by income con_cept
o . o . L T L Adjusted gross income " Expanded income Adjusted gross income Expanded income
) @ ) 3 _4 [©)
88,634,640 53,403 . 67,580 0.060 0.076
89.771,551 68,506 85,137 . 0.076 0.095
© 92,694,302 - 93,731, 122,231 - 0.101 0.132
93,002,459 - - 117,250 . 149,826 0.125 0.160
96,396,123 - - . 138.136- .. 175,092 0.143 0.182
95,337,432 169,367 207,291 0.178 0.217
96,321,310 198,608 , 249,319 0.206 0.259
'99,438,708 243,760 310,042 0.245 0.312
101,660,287 296,507 370,340 0.292 0.364
103,045,170 7374363 529,460 _ 0.383 0.514
106,996,270  _ 539,967 557,848 0.505 0.521
109,708,280 —— —|— — 725345 | — 737,659~ 0:661 0,672 -
112,135,673 786,063 ° 814152 0.701 - 0.726 ’
$200,000 ir hold r ed in constant 1976 dollars .
. Current dollar
Tax year Number of returns Percentage of all income threshold

- byi income concept

1
returns by income concept " equal to $200,000 in

. constant 1976 dolfars

Adjusted gross income Expanded income
6} -
45,931. . 58,931
49,388 ' .62,556
' 55,542 . 76,479
52,512 . 71,704
50,880 71,146
59,411 81,297
. 67,310 . 93977
. 80,800 © 116,389
95,740 T134,715
119,550 - - 191,596
161,408 169,942
235,051 241,201
217,685 228,530

-~ Adjusted gross income Expanded income {whole dollars)
(8) ) (10)

1 0.052. 0.067 . 213,005
0.055 " 0.070 229,174
0.060 0.083 255,184
0.056 0.076 © 289,631
0.053 0.074 319,508
0.062 0.085 339,192

© 0.070 0.098 350,088
0.081 0.117 365,202
0.094 0.133 378,207

- 0.116 0.186 385,237
0.151 0.159 399,297
0.214 0.220 415,817
0.194 0.204 - 435,852

more had no U.S. income tax liability; and 731 retums
had no worldwide income tax liability.
Of the 814,152 tax returns with expanded income of

V $200,000 or more for 1989, 779, or 0.096 percent, had no

U.S. income tax liability; and 691, or 0.085 percent, had
no worldwide income tax liability: Of the 737,659 returns
with expanded income of $200,000 or more for 1988; 397
had no U.S. income tax liability; and 309 had no world--
wide income tax liability. Although the number of
nontaxable returns has gone up greatly. between 1977 and |

. 1989, because the number of all returns — taxable and

nontaxable — with income of $200,000 or more has risen

substantially, the percentage of nontaxable returns has not
changed as significantly.

Since the inclusion of tax-exempt interest in expanded
income starting with 1987, the concept of expanded -
income is no longer strictly comparable to expanded
income calculated for years before 1987. Despite the rise
in the number of nontaxable returns for 1989, the percent-

-age of returns that was nontaxable actually decreased

when compared to 1986. For 1986, the percentage of
nontaxable returns was 0.112. For 1989, the percentage of
nontaxable returns had decreased to 0.096.

Using the constant 1976 dollar threshold, the number of
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nontaxable returns was significantly lower. Yet the
percentages of returns which are nontaxable are not
significantly different. Of returns with AGI of $200,000
or more in current dollars, 0.138 percent reported no U.S.
income tax for 1989; 0.126 percent had no worldwide
income tax. For returns in constant 1976 dollars, the
percentage of returns without U.S. income tax liability
was 0.135; the percentage of returns without worldwide

income tax liability was 0.124 (see the lower panel of
Figure B). Of the returns with expanded income of
$200,000 or more in current dollars, 0.096 percent
reported no U.S. income tax; 0.085 percent reported no
worldwide income tax. For returns in constant 1976
dollars, the percentage of returns without U.S. tax liability
was 0.056; the percentage of returns without worldwide
income tax liability was 0.046. Beginning with 1987, the

Nontaxable Returns with Income of $200,000 or More Measured in Current Dollars and in Constant 1976
Dollars, by Tax and Income Concept, Tax Years 1977-1989

$200,000 income threshold measured in current dollars

Number of nontaxable returns with income of $200,000 or more

Percentage of all returns with income of $200,000 or more

Tax year Returns with no U.S. Returns with no worldwide Returns with no U.S. Returns with no worldwide
income tax, by income concept income tax, by income concept income tax, by income concept income tax, by income concept
Adjusted Expanded Adjusted Expanded Adjusted Expanded Adjusted Expanded

gross income income gross income income gross income income gross income income

(1) (2) (3) 4 5 (6) 7N 8)

60 85 37 64 0.112 0.126 0.069 0.095

98 105 60 67 0.143 0.123 0.088 0.079

70 14 28 64 0.075 0.083 0.030 0.052

143 198 56 114 0.122 0.132 0.048 0.076

226 304 79 114 0.164 0.174 0.057 0.065

262 299 109 153 0.155 0.144 0.064 0.074

447 579 321 437 0.225 0.232 0.162 0.175

532 325 471 271 0.218 0.105 0.193 0.087

612 613 442 454 0.208 0.166 0.149 0.123

659 595 437 379 0.176 0.112 0.117 0.072

857 472 740 364 0.159 0.085 0.137 0.065

822 397 731 309 0.113 0.054 0.101 0.042

1,081 779 987 691 0.138 0.096 0.126 0.085

$200,000 ir threshold ed in constant 1976 dollars

Number of nontaxable returns with income of $200,000 or more

Percentage of all returns with income of $200,000 or more

Returns with no U.S.
income tax, by income concept

Tax year

Returns with no worldwide
income tfax, by income concept

Returns with no worldwide
income tax, by income concept

Returns with no U.S.
income tax, by income concept

Adjusted Expanded Adjusted Expanded Adjusted Expanded Adjusted Expanded
gross income income gross income income gross income income gross income income
9) (10) ) (12) (13) (14) (15) (16)
54 75 32 56 0.118 0.127 0.070 0.095
62 70 31 39 0.126 0.112 0.063 0.062
38 71 15 39 0.068 0.083 0.027 0.051
56 71 22 39 0.107 0.099 0.042 0.054
53 87 21 55 0.104 0.122 0.041 0.077
58 68 27 36 0.098 0.084 0.045 0.044
138 135 113 108 0.205 0.144 0.168 0.115
170 78 160 66 0.210 0.067 0.198 0.057
190 155 137 98 0.198 0.115 0.143 0.073
201 189 138 120 0.168 0.099 0.115 0.063
312 126 271 85 0.193 0.074 0.168 0.050
277 141 251 116 0.118 0.058 0.107 0.048
293 128 269 106 0.135 0.056 0.124 0.046
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number of high:income returns Whosé nontaxability may
be attributed to foreign tax credits has been reduced *

' substantially. The reduction appears to be attributable to
changes in the foreign tax credit provisions of the “alter-
native minimum tax” (AMT).

Note that the number of nontaxable returns with
incomes of $200,000 or more are based on samples. Thus,
year-to-year differences in the numbers and percentages
of nontaxable returns with expanded income of $200,000
or more may represent sampling variability in addition to
actual changes in the numbers of such returns [7].

Figures C and D show the number of nontaxable high-
income returns in both current year and constant 1976
dollars, and their proportion of all high-income returns
between 1977 and 1989. Figure C is for returns with
expanded income of $200,000 or more and no U.S.
income tax liability measured in both current year and
constant 1976 dollars. Figure D is for returns with

| Detalled Datafor 1988 -~ . ek

ol

Tables 1 through 12 present data based on 1989 income

© tax returns, mainly those with i incomes of $200,000 or

more (measured in current year dollars) of AGlor
expanded income: Most of the data are shown for taxable
and nontaxable returns, both separately and combined. In
summary, the tables show

B The numbers of returns under the two tax concepts
cross-classified by broad AGI and expanded income

classes (Tables 1 and 2);

The distributions of taxable i mcome asa percentage of
AGI and expanded income (Tables 3 and 9);

The frequencies and amounts of various sources of
income, exclusions, deductions, taxes, and tax ctedits,
as well as the relationship between the two mcome
concepts (Tables 5 and 6); '

income tax hablhty In both figures, the spread between
the two percentage lines is small in the late 1970’s,
increased in the early 1980 s, and decreased again in
recent years. .

$200 000 or more, Tax Years 1977-1 989

Number of returns -

Number of returns (current dollars)
700 [l Number of returns (constant 1976 dollars)
" —— Percentage of retums (current dollars)
600 | “Percentage of returns (constant 1976 doll
500 |
400
0 [ T
200
100

1977 . 1978 1979 1980 '1981‘ 1982

26 |

1983

The frequencnes with which various deductions and :
tax credits are the most important and the second -
most important items in reducmg (or ehmmatmg)
incomeé taxes (Tables 7 and 8);"

Number and Percentage of Returns wnth No U.S. Income Tax and with Expanded Income of

. Percentage of returns
q.24

A2

08

1984 1988

1987

1985 - 1986 1989

Tax Year
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$200,000 or more, Tax Years 1977-1989

Number of returns
800

Number of retumns (current doilars)

.A. b

—— Percentage of returns (current dollars)

t 1976 dollars)

of returns (;

------ Percentage of returns (constant 1876 dollars)

100

1979 1980 1981 1983

1982

1977 1978

Tax Year
m The frequencies with which various itemized deduc-
tions, tax credits, and preferences occur as certain
percentages of income (Tables 9 and 10); and

The distributions of effective tax rates, i.e., income
tax under each definition as percentages of income,
by broad income classes (Tables 11 and 12).

Tables 1, 3, 5,7, 9 and 11 use the “U.S. Income Tax™
concept to classify returns as taxable or nontaxable,
whereas Tables 2, 4, 6, 8, 10 and 12 use the concept of
“Worldwide Income Tax.”

Size of Income

Tables 1 and 2 show the number of all returns, taxable
returns, and nontaxable returns, cross-classified by broad
AGI and expanded income size classes. The tables show
that most returns fall in the same broad income size class
under both income concepts, but that expanded income
tends to be a broader measure of income and therefore
classifies more total and taxable returns in each of the
$50,000-and-over income size classes. However, for
nontaxable high-income returns, AGI tends to be a
broader measure. For example, Table 1 shows that 1,081
returns with no U.S. income tax had AGI’s of $200,000 or
more, but only 779 had expanded incomes of $200,000 or
more.

Shren

Number and Percentage of Returns with No Worldwide Income Tax and with Expanded Income of

Percentage of returns
0 .24

4.20

1984

Distribution of Tax Levels

Tables 3 and 4 show the distributions of high-income
returns by the ratios of adjusted taxable income (adjusted
to reflect tax credits and special tax computations) to AGI
or expanded income. Taxable income has been adjusted
for these tables by subtracting from taxable income the
deduction equivalents of tax credits and other items [8].
The tables illustrate three important facts about high-
income tax returns. (The examples in the paragraphs
below are drawn from the “expanded income” columns in
Table 4.)

1. As already described, only a small proportion of high-
income taxpayers were able to escape all income
taxes (0.085 percent).

Another group of high-income taxpayers—also a
small group, but larger than the nontaxable group—
was able to offset a very substantial fraction of its
income before being subject to tax. This type of high-
income taxpayer pays income tax equal to only a
small share of his or her income. Such taxpayers may
be called “nearly nontaxables.” (About 0.9 percent of
high expanded-income taxpayers were able to reduce
their taxable income to less than 25 percent of their
expanded income.) '
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3. Overall, a large portion of high-income taxpayers .
were subject to tax on a large share of their income
and reported very substantial amounts of tax. (About
67 percent had taxable income exceeding 80 percent
of expanded income. Over 95 percent had taxable
income of more than 50 percent of expanded income.)

Tables 11 and 12 present another way of showing the
distributions of tax returns: by tax burden. These two
tables classify all tax returns by both the size of income
and the effective tax rate, i.e., income tax as a percentage
of income. These tables show that on average, high-
income taxpayers do have higher effective tax rates. The
tables also illustrate the wide dispersion of effective tax
rates for high-income returns. For example, Table 12
shows that while 2.5 percent of returns with expanded
incomes of $200,000 or more had either no worldwide
income tax or worldwide income tax of less than 10
percent of expanded income, 31.9 percent had effective

average tax rates ranging from 15 percent to 30 percent,
with over 50 percent of high-income taxpayers having
effective tax rates between 20 percent and 25 percent.

Characteristics of Tax Returns

Tables 5 and 6 show, in the aggregate, the frequencies and
amounts of the types of income, the items of “tax prefer-
ence,” and the various deductions, credits, and income
taxes shown on high-income returns. By comparing the
columns for nontaxable returns with those for taxable
returns, some of the different characteristics of nontaxable
returns can be deduced. For example, nontaxable returns,
under both income concepts, are much more likely to
have sizable partnership and S Corporation losses than are
taxable returns.

Reasons for Ik’l@mﬁaxa[bﬂl]ﬁﬁy

It is possible for certain itemized deductions and certain
exclusions from income to cause nontaxability by
themselves, but high-income returns are more often’
nontaxable as a result of a combination of reasons, no one
of which by itself would result in nontaxability. More-
over, some items which singly or in combination may
eliminate regular tax liability cannot eliminate an AMT
liability since these items give rise to offsetting adjust-
ments or preferences for AMT purposes.

Because they do not generate AMT adjustments or
preferences, tax-exempt bond interest, itemized deduc-
tions for interest expense, miscellaneous itemized
deductions not subject to the 2-percent-of-AGI floor,
moving expenses, casualty losses, and medical expenses
(exceeding 7.5 percent.of AGI) can, by themselves,
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—tax rates-exceeding-25-percent-More than 93-percent-had— %niems do not produce a benefit for regular tax purposes.

produce nontaxability [9]. ' :

Due to the AMT exclusion of $4O 000 on joint returns
(830,000 on single and head of household returns and
$20,000 on returns of married taxpayers filing separately),
a return may be nontaxable even though it includes some
items which produce AMT adjustments or preferences
[10]. Further, since the starting point for AMT i income is
taxable income for regular tax purposes, a taxpayer can
have adjustments and preferences exceeding the AMT
eéxclusion without incurring AMT liability. This situation
occurs if taxable income for regular tax purposes is
sufficiently negative as a result of itemized deductions
and personal exemptions exceeding. AGI that the
taxpayer’s AMT adjustments and preferences are less than -
the sum of the AMT ‘exclusion and the amount by which-

-regular taxable income is below zero. Note that because

of the AMT, taxpayers may find it beneficial to report
additional deduction items on their tax returns, even if the

Tables 7 and 8 classify tax returns by the items that had
the largest and second largest effects in reducing or
eliminating income tax. For returns on which each
primary item was most important, the tables show the
distributions of the second most important item. For

.example, on taxable returns with expanded income of

$200,000 or more, the most important item in reducing
the amount of tax reported on 54 percent of the returns
was the itemized deduction of State and local taxes; for
these returns, the itemized deduction for interest payments
was the second reason 48 percent of the time and the
deduction for charitable contributions was the second
reason 41 percent of the time (Table 8). Conversely, on
nontaxable returns (with no worldwide income tax),
partnership and S Corporation losses were the most _
important item 34 percent of the time. Where these were

- the primary item, the interest paid deduction was the

second most important item 34 percent of the time, the

taxes paid deduction was the second most important item

24 percent of the time, and the deduction for charitable
contributions was the second most important 1tem 19
percent of the time.

The four categories which are most frequently the
. largest item in reducing taxes are: the itemized deduction
for casualty or theft losses (66 returns, or 19.1 percent of
the 346 returns with expanded income of $200,000 or
more and with no worldwide tax liability); net losses from
partnerships or S Corporations (119 returns, or 34.4
percent); the itemized deduction for interest paid (62
returns, or 17.9 percent); and the charitable contributions
deduction (39 returns, or 11.3 percent). The four items
which were most frequently ;hé second largest factor in
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reducing regular tax liability were partnership and S
Corporation losses, the interest paid deduction, the
deduction for taxes paid, and the deduction for charitable
contributions. Note that the net losses from partnerships
and S Corporations reduce AGI; the other three items
reduce taxable income.

Tables 9 and 10 represent another way of illustrating
the importance of various tax provisions in reducing or
eliminating income tax. Unlike Tables 7 and 8, these
tables cover only nontaxable returns. Tables 9 and 10
show the number of times that various items reduced
income by different fractions of income. The items shown
are the various categories of itemized deductions, the
deduction equivalents of two different types of tax credits,
and total tax preferences excluded from income. For
example, for high expanded-income returns with no
worldwide income tax (see Table 10), the itemized
deduction for casualty or theft losses exceeded 100
percent of expanded income on 37 of the 691 returns, but
there was no casualty or theft loss deduction on 622
returns. The total interest paid deduction exceeded total
expanded income on 22 returns.

Notes and References

{1] The statutory requirement is contained in section
2123 of the Tax Reform Act of 1976 (90 Stat. at
1915).

[2] Lerman, Allen H., “High-income Tax Returns: 1974
and 1975, A Report on High-income Taxpayers
Emphasizing Tax Returns with Little or No Tax
Liability,” U.S. Department of Treasury, Office of
Tax Analysis, March 1977, and “High-income Tax
Returns: 1975 and 1976, A Report Emphasizing
Nontaxable and Nearly Nontaxable Income Tax
Returns,” U.S. Department of Treasury, Office of Tax
Analysis, August 1978.

U.S. Department of Treasury, Internal Revenue
Service, Statistics of Income—Individual Income Tax
Returns, reports for 1977 through 1982 and 1985
through 1988. (For 1977 and 1978, only the number
of nontaxable high-AGI returns were published.)

Lerman, Allen H., “High-income Tax Returns,
1983,” Statistics of Income Bulletin, Spring 1986,
Volume 5, Number 4, pp. 31-61, and “High-income
Tax Returns, 1984,” Statistics of Income Bulletin,
Spring 1987, Volume 6, Number 4, pp. 1-29.

[3] The 1976 Act specified four income concepts for
classifying tax returns: adjusted gross income (AGI),
expanded income, AGI plus excluded preferences,

and AGI less investment interest not in excess of
investment income. Section 441 of the Deficit Re-
duction Act of 1984 (90 Stat. at 815) eliminated the
requirement for using the last two income concepts.

[4] The definition of adjustments to AGI to obtain
expanded income given in the text is for 1989. See
Appendix A for a discussion of AGI and expanded
income, and a list of adjustments covering all years
since 1977.

[5] The price deflator used was the consumer price index
(CPI) for all items as reported in Table B-56, page 361
of the 1992 Economic Report of the President.

[6] See Appendix B for a discussion of the tax concepts.
In previously published data (see footnote 4), the
“U.S. Income Tax" concept was referred to as “Total
Income Tax”, and the “Worldwide Income Tax”
concept was referred to as “Modified Total Income
Tax".

[7] Beginning with Tax Year 1991, nontaxable returns
with expanded incomes of $200,000 or more will be
sampled at higher rates for Statistics of Income, which
will reduce the sampling variability of these returns.

[8] See Appendix B for a description of how the deduc-
tion equivalent of credits is computed.

[9] The deduction for charitable contributions would also
fall into this class were it not limited to 50 percent of
AGIL

[10] The AMT exclusion phases out above a certain level
of AMT income, but since taxpayers will have some
AMT liability in the phaseout range, the phaseout is
not relevant for nontaxable returns.

Appendix A: Income Concepts
The Congress wanted data on high-income taxpayers
classified by an income concept that was more comprehen-
sive than adjusted gross income (AGI), but that was based
entirely on items already reported on income tax returns. In
order to derive such an income concept, it is necessary to
begin with a broad, inclusive concept of income. AGI must
then be compared to this broad income concept, and the
differences (both additions and subtractions) that can be
determined from items reported on tax returns identified.
This appendix begins by defining “Haig-Simons in-
come,” a very broad concept of income used by economists
and others as a standard. AGI is then compared to Haig-
Simons income, and the major differences between the two
income concepts listed. The final section defines “expanded
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. income,” the more comprehensive income measure than

AGI based entirely on tax return data.

Ilalg-Slmons income
The broadest measure of annual income generally used by
economists and others is defined as the value of a
household’s consumption plus the change, if any, in its
net worth. This income concept is referred to as Haig-
Simons income, or H-S-income, after the two economists.
who wrote extensively about it [A1]. The H-S income of a
household that consumed $25,000 and saved $2,000 in a
year would be $27,000. Alternatively, the H-S income of
a household that consumed $25,000 and had no additions
to savings but had assets that declined in value by $1,000
in a year would be $24,000.

H-S income consists of three broad components labor
income, capital income (income from assets), and income.
from transfer payments. The major elements of each of
these three components are as follows:

income tax, and so are reported on a pre-tax basis.
However, certain income items from tax- preferred sources
may be reduced because of the tax preferences. An-
example is interest from tax-exempt State and local
Government bonds. The interest rate on tax-exempt bonds
is generally lower than the interest rate on taxable bonds
of the same maturity and risk, with the difference being
approximately equal to the tax rate of the typical investor
in tax-exempt bonds. Thus, investors in tax-exempt bonds
are effectively paying a tax, referred to as.an “implicit
tax,” and tax-exempt interest as reported is measured on

© an after-tax, rather than a pre-tax, basis. Income from all -

tax-preferred sources should be grossed up by nnpllclt
taxes to properly measure H-S income. :

Adjusted l:ross Income

AGI is the statutory definition of income for Federal
income tax purposes. AGI differs from H-S income by
excluding some components of H-S income and by |
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B Labor income.-This includes all forms of employee
compensation, including wages and salaries; em-
ployee fringe benefits, such as employer-provided
health insurance and accrued pension benefits or
contributions; and the employer share of payroll
taxes, such as social security taxes. Labor income also
includes the labor share of self-employment income.
Expenses of earning labor income would be deducted
in'arriving at H-S income. Deferred labor income
would be counted in the year it was earned, rather
than in the year it was received.

B Capital income.-This includes all income from

- assets, including interest, dividends, rents, royalties,
accrued capital gains (whether or not realized), the
capital incoiue share of self-employment income, and
the rental value of consumer durables (most impor-
tantly, the rental value of owner-occupied housing).
Capital income is measured in real (inflation-
adjusted) terms, and is net of real economic
depreciation and all other expenses (which could
exceed capital income).

B Transfer payments.—These include payments in cash,
* such as social security benefits, workers’” compensa-
tion, unemployment benefits, aid for dependent
 children (AFDC), and noncash benefits (such as
Medicare, Medicaid, and food stamps).

For purposes of tax analysis, H-S income should be
measured on a pre-tax basis, the amount that would be
earned if there were no Federal income tax in place. Most
items of income are unaffected, or little affected, by the

allowing accelerated business. deductions and deductions: -
unrelated to income, but also by drsallowmg or limiting
certain expenses of earning income and certain losses. In-
addition, AGI is not grossed up for implicit taxes.

The components of H-$ income excluded from AGI
include most employee fringe benefits, the employer
share of payroll taxes, accrued but deferred employee
compensation, accrued but unrealized real capital gains,
the rental value of consumer durables, most social
security benefits and most other cash transfers, all
noncash transfers, and the real income of borrowers due
to inflation [A2]. '

Depreciation and certain other expenses allowed in
determining AGI may be accelerated (relative to eco-

_nomic depreciation and other costs) in the early years of
‘an investment, thus understating investment income. In

later years, however, investment income in AGI will be
overstated because depreciation and other accelerated
expenses will then be understated. AGI also excludes
contributions to individual retirement arrangements
(IRA’s) and self-employed retirement plans (Keogh’s),
which are not expenises related to earning income.

AGI generally exceeds H-S income to the extent
expenses of earning income and losses are limited or
disallowed. Most of the expenses of earning income are
deductible from AGI in calculating taxable income, but
only if the taxpayer “itemizes™ deductions and then in
some cases only to the extent that the sum of all such
items exceeds 2 percent of AGI. Expenses incurred in the
production of income that are itemized deductions include
certain expenses of employees (such as union dues;
expenditures for items used on-the-job but not reimbursed
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by the employer; and the employees’ travel, meal, and
entertainment expenses); job-related moving expenses;
and expenses attributable to a taxpayer’s investments (as
opposed to the active operation of a trade or business)
including, but not limited to, interest expense incurred in
connection with investments in securities.

Although net capital losses reduce economic income,
only the first $3,000 of net realized capital losses may be
deducted in computing AGI. Any additional realized
losses must be carried forward to future years.

AGI can also exceed H-S income because of differ-
ences in the timing of income between the two concepts.
For example, a taxpayer may realize more capital gains in
a year than he or she accrues in capital gains. Since AGI
includes only realizations of capital gains whereas H-S
income includes only accruals, AGI in this circumstance
would exceed H-S income.

Finally, just as AGI understates the income of borrow-
ers due to inflation, it overstates the income of lenders,
which include bond owners and owners of bank deposits.

Expanded Income

Expanded income is meant to be a measure of income that
is conceptually closer to H-S income than AGI, but which
is derived entirely from items already reported on income
tax returns. Figure E shows the adjustments made to AGI
to arrive at expanded income. Since the definition of AGI
has been changed by legislation several times since 1977,
and certain reporting requirements have also changed, the
adjustments have differed over the years, as indicated for
each item [A3]. Most of these adjustments are relatively
straightforward, but the adjustment for investment
requires some explanation.

Derivation of Expanded Income from Adjusted Gross
Income, Tax Years 1977 - 1989

Adjusted gross income (AGI)

pLUs: o Excluded capital gains (tax years prior to 1987)
o Tax-exempt interest (1987 and later tax years)
o Nontaxable social security benefits (1987 and
later tax years)
o Tax preferences for alternative minimum tax
purposes [Ad]

MINUS: Unreimbursed employee business expenses

Nondeductible rental losses (Tax Year 1987)

Moving expense deduction (1987 and later tax years)

Investment interest expense to the extent it does not
exceed investment income

Miscellaneous itemized deductions not subject to the

2-percent-of-AGI floor (Tax Year 1989 only)

0CcO0Oo

o

EQUALS: g Expanded Income

investment Interest

In measuring H-S income, it generally would be appropri-
ate to deduct all expenses incurred in the production of
income, including those related to any income-producing
investments, without limit. Investment expenses in excess
of investment income would then represent net economic
losses. However, such a liberal deduction for investment-
related expenses is not necessarily correct when not all
income items have been included currently. (Investment
income includes interest, dividends, and realized capital
gains.)

If all income has not been included currently, full
deduction of investment expenses might represent a
mismatching of receipts and expenses and might result in
understating income. For example, if a taxpayer borrowed
funds to purchase securities, net income would be
understated if the taxpayer deducted all interest payments
on the loan but did not include as income any accrued
gains or the securities. A similar mismatching of income
and expenses would occur if investment expenses that
should properly be capitalized were deducted when paid.
In these instances, a more accurate measure of income
might be obtained by postponing the deduction of the
expense until such time as the income was recognized for
tax purposes.

Additional problems are created when a person with a
loan has both income-producing assets, such as securities,
and non-income-producing assets, such as a vacation
home or yacht. It is not possible to determine what portion
of the interest expense should be attributed to taxable
income-producing assets and, therefore, ought to be
deductible against the gross receipts from such taxable
assets. As a result of these problems, it has been necessary
to set arbitrary limits on the amount of investment
expenses which are deductible in calculating expanded
income.

Investment expenses that have not been deducted in
determining AGI generally can appear on a Federal
individual income tax return in two places. Investment
interest is taken into account in the calculation of the
itemized deduction for interest. Deductible investment
interest is a separate part of the total interest deduction.
Other investment expenses, such as management fees, are
included in the miscellaneous category of itemized
deductions [AS]. Beginning with 1987, most of the types
of income-producing expenses included as miscellaneous
itemized deductions are only deductible to the extent that
their total exceeds 2 percent of AGI. To determine
expenses that should be deductible in calculating an
approximation of H-S income, investment expenses have

been defined as the entire interest deduction other than the
li
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interest paid on a home mortgage. Other investment
expenses could not be separated from the remainder of
“miscellaneous™ deductions. Hence, they have not been
used in the adjustment for investment expenses.

To the extent that interest expenses do not exceed
investment income, they are generally allowed as a
deduction in the computation of deductible investment
interest and thus expanded income. Investment interest
expenses which do exceed investment income are rot
deductible in calculating expanded income. One conse-
quence of this definition is that investment expenses can -
never turn positive investment income into investment
losses. Generally, allowing investment expenses to offset
all investment income is generous and tends to understate
broadly-measured income. However, in some instances,
limiting investment expenses to investment income may
overstate income by disallowing genuine investment

. losses.

Notes to AppendixA |
[A1] Haig, Robert M. (ed.), The Federal Income Tax,

. Columbia University Preéss, 1921, and Simons,
Henry C., Personal Income Taxation, University of
Chicago Press, 1938.

Borrowers receive income due to inflation because
the real value of debt is reduced by inflation. Even
though inflation may be anticipated and reflected in
interest rates, tax deductions for nominal interest

" payments overstate interest.costs because part of .

_ these payments represents a return of principal to the

. lender; rather than interest.

[A3]

[A2]

For 1977, 50 percent of long-term capital gains were
included in AGI. During 1978, the inclusion ratio
was changed to 40 percent. This inclusion ratio
remained unchanged through 1986. Beginning with
1987, there was no exclusion allowed for capital
gains in computing AGI, and thué this adjustment

~ was not made in computing expanded income for
returns for years after 1986. From this time forward,
taxpayers were required to report on their Federal
income tax returns the amount of their tax-exempt
interest income from State and local Government
bonds. Since 1987, tax-exempt interest has been
included in expanded income. Taxpayers are also
required to report social security benefits. Since
1988, nontaxable social security benefits have been
included in expandéd income. The subtraction of
unreimbursed employee business expense and the
moving expense deduction is to make the concept of
expanded income comparable to years prior to 1987.
Due to subtracting non-limited miscellaneous

deductions and not subtracting the nondeductible
rental loss for 1989, the expanded income concept
for 1989 is still not strictly comparable to expanded
income for 1988. Specific details on the definition
of expanded income for any given year are avail-
able in the reports and publications enumerated in
footnote 2 under Notes and References.

[A4] The tax preferences (obtained from Form 6251,
Alternative Minimum Tax Computation) excluded
from adjusted gross income and tabulated in Tables -

.5 and 6 include the following items: the excess of
accelerated depreciation over straight-line deprecia-
tion on certain real property and property subject to
a lease (for property placed in service.before 1987);
the excess of rapid amortization allowable on
certain capital expenditures (such as pollution

- control facilities) over depreciation otherwise
allowable; the appreciated portion of the value of
property. contributed to charitable organizations;.the -
excess of percentage depletion over the “adjusted
basis” of the property; unrealized gain on the

-exercise of stock-options; and certain intangible

" drilling.costs to the extent that they exceed the

otherwise allowable amortization deductions:
Preferences from itemized deductions did not
represent omitted income; hence, they were not
counted as preference 1tems in calculating a broader
measure of income. The preference from tax-
‘exempt interest fromi certain private activity bonds
was not included since the interest for all tax-
exempt State and local Government bonds was
considered as omitted income. Specific details on
the tax preference items obtained from Form 6251
for earlier years are available in the reports and
publlcatlons enumerated in footnote 2 under Notes
and References.

Some iricome deferrals and accelerated expense
deductions may also be involved in income or
losses from rental property, from royalties, from
partnerships, and from certain small business
corporations, only the net amounts of which are
mcluded in adJusted gross income.

[A5]

Appendlx B: Tax concepis

This appendix provides a brief summary of the U.S.
taxation of worldwide income and the foreign tax credit:
The two tax concepts used in the article are then defined.
The following section explains the computation of the
deduction equivalent of credits and other items. A final
section discusses the possible implications of the use of
unaudited tax return data for this article.
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U.S. Taxation of Worldwide Income and the Foreign
Tax Credit

Citizens and residents of the United States, regardless of
where they reside, must generally include in income for
Federal income tax purposes income from all geographic
sources. Thus, for example, dividends and interest
received from a foreign corporation or income earned
working abroad is subject to Federal income tax in the
same manner as income received from sources inside the
United States [B1]. Income from sources outside the
United States may also be subject to tax by foreign
governments.

To reduce, if not eliminate, the possibility of double
taxation of the foreign source income of U.S. citizens and
residents, the Federal income tax allows a credit for
income taxes paid to foreign governments. This foreign
tax credit is generally limited to the amount of (pre-credit)
U.S. tax liability attributable to foreign-source income.
This limit prevents the foreign tax credit from offsetting
the U.S. tax on U.S. source income.

As a result of taxing citizens and residents on a world-
wide basis but allowing a foreign tax credit, some Federal
income tax returns may report substantial income but little
or no U.S. tax liability after credits. This may occur, for
example, if a taxpayer has income only from foreign
sources (the taxpayer may live abroad the entire year and
have no income-producing assets in the United States), or
if a taxpayer has foreign-source income that exceeds a net
loss from U.S. sources, and pays income taxes to a foreign
government that are comparable to the U.S. tax [B2].

For taxpayers with income from foreign sources, these
procedures understate the taxpayers’ true worldwide
income tax liabilities and effective income tax rates. For
such taxpayers, it does not seem appropriate to classify
U.S. income tax credits for foreign tax payments as
reducing tax liabilities. That is particularly true for tax
filers who appear to be nontaxable because they do not
have any U.S. tax liability but who have paid foreign
income taxes. A more accurate measure of overall income
tax burden, as well as the numbers of nontaxable returns,
can be obtained by considering all income taxes — U.S.
as well as foreign. Thus, a second tax concept ,“World-
wide Income Tax,” has been used in addition to the
traditional “U.S. Income Tax.”

Two Tax Concepts

Two tax concepts are used in this article to classify tax
returns as taxable or nontaxable and to measure the tax
burdens on taxable returns: “U.S. Income Tax” and
“Worldwide Income Tax.” Worldwide income tax is
defined for purposes of this article as U.S. income taxes

plus the amount of foreign tax credits reported on the U.S.
income tax return. The amount of the foreign tax credits is
used as a proxy for foreign tax liabilities (B3]. The
relationship of U.S. income tax to tax items reported on
individual income tax returns, and to worldwide income
tax is shown in Figure F.

Derivation of U.S. Income Tax and Worldwide
Income Tax, Tax Year 1989

Tax at normal rates (tax generated)

PLUs:  Additional taxes (such as tax on accumulation
distributions from qualified retirement plans,
Form 4972)

EQUALS: Income tax before credits

PLUs:  Alternative minimum tax (Form 6251)

MINUS:  Tax credits (except the earned income credit)
EQUALS: U.S. Income Tax

PLUs:  Foreign tax credit

EQUALS: Worldwide Income Tax

Comparing Exclusions, Deductions, Tax Credits, and
Special Tax Computations

In order to compare the importance of various exclusions,
deductions, tax credits, and special tax computations
(such as the alternative minimum tax on tax preferences),
the different types of items must be put on the same basis.
One way of doing so is to calculate the size of the
deduction that would reduce (or increase) income tax by
the same amount as a tax credit or special computation.
This amount is called the “deduction equivalent” of the
tax credit or special computation.

The deduction equivalent of a tax credit or a special tax
computation is the difference between the taxable income
that, using the ordinary tax rate schedules, would yield the
actual tax before the provision in question is considered
and the actual tax after the provision. For example, the
“deduction equivalent of all tax credits” is equal to the
difference between “taxable income which would yield
income tax before credits” and “taxable income which
would yield income tax after credits.”

Using this method of equating the value of deductions,
exclusions, credits, and special tax computations, the
order in which the various credits and special tax compu-
tations are calculated may affect the value of their
deduction equivalents. Because the tax rate schedules are
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progressive with successive increments.to income.taxed at - | : income returnsthat are nontaxable. Almost any audit ..

successively higher tax rates, the deduction equivalentof | changes would make such returns taxable. Even where the
the credit converted last to a deductlon equivalent will be  tax consequences were minor, such returns would be
larger (for the same amount of a credit) than the itern reclassified from nontaxable to taxable thereby changing
converted first, unless all relévant taxable income . . = | the counts of nontaxable returns: "~
amounts are within a single tax rate bracket. ' E ‘
The deduction equivalents of tax credits shown in e "m to Appendix B
Tables 5 and 6 were computed by assuming that deduc- : - (B1] -An exception is that certain income earned abroad
tions and exclusions reduced taxes before credits. As a ' ‘may be excluded from AGI. Any foreign taxes pald
" result,'the deduction equivalent of tax credlts may be se | ‘on such income are not creditable against U.S.
overstated .income tax. The tables in this article do not reflect
RN , C -either such excluded i mcome or any forelgn tax
Ilnaudlhd Data ' PO S 'payments on it. ‘
Tax return data used for Statistics °f Income have been 1 [B2] . Although the forergn tax credit is an 1tem of tax
tabulated as they were reported on tax returns filed with preference for AMT purposes, taxpayers below the
the Internal Revenue Service (IRS). Certain obvious 1 ' AMT exclusion thresholds, or with preferences or ~
arrthmetrc errors have been corrected, and certain adjust- . _deductions not subject to AMT, may completely
mente rraye been mede to-achieve consistent statistical . - - . offset their pre-credit U.S."income tax lrabrlrty with
definitions. Otherwise, the data ha_ve not been altered.In | " - therr forergn M L L
- —particular;-the-data-do not reflect-any changes thatmay— [~ :
have been made or that may be made in the futureasa - | [B3] Where foreign tax rates exceed U S. rates, forergn
result of IRS audits. While this is true of data throughout .tax credits will be less than foreign tax liabilities. In
the entire Statistics of Income program, it is of particular such cases, using foreign tax credits as a proxy for
relevance for high-income tax returns. Because of the ‘foreign tax liabilities understates worldwide income
greater complexity of these returns, there is a hlgher ’ tax liability. In other cases, when foreign tax credits
probability of error and more scope for disagreement are for taxes paid on income from previous years,
about the proper interpretation of tax laws. . use of foreign tax credits as a proxy may overstate
The fact that the data have been drawn from unaudited . or understate worldwide taxes on current year

returns is of even greater importance for those high- " . mcome
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Table 1.—-Returns With and Without U.S. Income Tax: Number of Returns, by Size of Income and by

Tax Liability*
(All figures are estimates based on samples)
Size of adjusted gross income
Size of expanded income Total Under $50,000 under $100,000 under $200,000
$50,000 $100,000 $200,000 of more
(1) (2 (3) 4) 5)
All retums

Total ........... rseraanteareens Caretaserensenun raessueenranees 112,135,673 96,278,525 12,980,727 2,090,358 786,063
Under $80,000 ... ... e 96,075,122 95,658,302 412,476 2,893 1.451
$50,000 under $100,000 . . . .. ... 13,104,046 608,907 12,404,026 ' 89,976 1,137
$100,000 under $200.000 . . .. ... ... s 2,142,353 8,391 162,332 1,851,779 19,851
$200,000 OF MIOME . ..ottt ettt e PN 814,152 2,926 1,893 45,709 763,624

Returns with U.S. income tax '

Total ......... cresanenas aesessacsrenanans eereraanne Ceseersnens 91,669,781 75,837,365 12,959,707 2,087,727 784,982
Under 850,000 . . . ... . e 75,633,745 75,225,327 405,855 1,596 967
$50,000 under $100,000 . .. ... . 13,082,126 602,270 12,389,674 89,146 1,036
$100,000 under $200,000 . ... ... .. e 2,140,537 7.204 162,307 1,951,302 19,723
$200,000 OF MOME . ..o\t ittt et ettt e et e s 813,373 2,563 *1,871 45,683 763,256

Returns without U.S. income tax

Total ......... PRI Cetsaeesenaanaes [ 20,465,893 20,441,160 21,020 2,631 1,081
Under 850,000 . . .. ... e 20,441,377 20,432,975 6,621 1,297 484
$50,000 under $100,000 . ... ... .. e 21,920 6,637 14,352 831 101
$100,000 under $200,000 ... ... ... e 1,817 *1,186 25 477 128
$200,000 OF MOTE . .. .ottt ettt et e 779 362 *23 26 368

*Estimate should be used with ion b of the small ber of p on which it is based.

‘Returns with U.S. i tax include retums on which i

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

irely offset by the earned income credit.
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Table 2.-Returns With and Wlthout Worldwlde Income Tax: Number of Returns, by Size of lncome

and by Tax Liability

(All fig are esti based on ples)
. .. . - B . . ‘. - . * "Size of adjusted gross income "
Size of expanded income Totat Under $50,000 under $100,000 under $200,000
’ . $50,000 $100,000 - $200,000 or more
. - . (M . @ . . . 3 4 5)
Allreturns o LT ' e o

L 112,135,673 96,278,528 12,980,727 . 2,090,358 786,083
UNnder 850,000 ... ..o el 96,075,122 95,658,302 412,476 - 2,893 711,451
$50,000 under $100,000 .-, . . 13,104,046 608,907 12,404,026 89,976 1,137
$100,000 under $200,000 * 2,142,353 > 8,391 162,332 -+ 1,951,779 19,851
$200,000 OF.MOT® ... ..ttt ettt e 814,152 2 926 1,893 45,709 " 763,624

K ; . Returns with worldwide income tax ' . : .

Tota! ........00000unne B R R R P TR T I 91,889,329 75,856,397 12,959,984 2,087,871 785,076
Under $50,000 ... ............. [P PO . 75,652,847 ° 75,244,359 . 405923 1,596 " 968
850,000 under $100,000 . ...... ... e 13,082,336 602,270 12,389,883 89,146 1,037
$100,000 under $200,000 ........ e e - 2,140,685 . 7,204 162,307 1,951,446 19,727 .
$200,000 or more 813,461 2,563 *1,871 45,653 763,344

B I TP 20,448,344 20,422,128 20,743 2,487 987
.Under $50,000 . ... ........... e PO 20422275 . 20,413,942 . 6,553 1,297 483
$50,000 under $100,000 8 21,710 6,637 14,143 .83 100
$100,000 under $200,000 o . N 1,668. *1,186 ‘25, .. 333 . 124
$200,0000rmore . ........... JE N . . 691 ., o, . 362 . < 26 .280

'EstMtq should be used with caution b ause of the small number of ' sample_returns on which it is based.

'Ret  With worldwide i tax includ on which income tax was entirely offset by the eamed income credit.

"NOTE: Detail may not add to totals because of rounding.
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Table 3.--Returns With and Without U.S. Income Tax and With income of $200,000 or More Under
Alternative Concepts: Distribution of Returns by Ratio of Adjusted Taxable Income to Income Per

Concept
(All figures are estimates based on samples) .
Adjusted gross income Expanded income
Specified item Number of Percent Cumulative percent Number of Percent Cumulative percent
retums of total of totat returns of total of total
3] . (&) ) 4 8) 8
Total ....... 786,063 100.0 - 814,152 100.0 -
Retums without U.S. incometax . .. .......... 1,081 ’ 0.1 - 779 0.1 -
Returns with U.S. income tax:
Total ... ... .. 784,982 99.9 100.0 813,373 99.9 100.0
Ratio of adjusted taxable income to
income per concept:
UnderSpercent..................... 234 () ) 947 0.1 0.1
Sunder 10percent .................. 1,383 02 0.2 543 0.1 0.2
10under15percent ................. 1,218 0.2 0.4 2,819 03 0.5
15under20 percent ................. 1,732 0.2 0.6 1,995 0.2 08
20under25percent ................. 2,268 03 09 3,580 0.4 1.2
25under30 percent ................. 1,003 0.1 1.0 6,118 08 20
30under35percent ................. 2,266 0.3 1.3 3,858 0.5 24
35under40percent ................. 2,733 03 16 6,653 0.8 33
40 under45percent ................. 3,155 0.4 20 6,429 0.8 40
45under50 percent ................. 5,379 0.7 27 9,231 1.1 5.2
S50 under60percent ................. 18,287 23 5.1 33,444 4.1 9.3
60 under 70 percent ................. 59,911 7.6 127 62,300 7.7 17.0
70under 80 percent ................. 126,121 16.1 28.8 139,652 17.2 34.1
B0 percentormore .................. 559,294 7.2 100.0 535,805 659 100.0

*Estimate should be used with caution because of the small number of sample returns on which it is based.
() Less than 0.05 percent.
NOTE: Detail may not add to totals because of rounding.
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Table 4.~Returns With and Without Worldwide Income Tax and With Income of $200,000 or More
Under Alternative Concepts: Distrlbution of Returns by Ratio of Adjusted Taxable Income to '

income Per Concept ° » ' L ' )
(Al figures are esti based on samples) .

B e —————————
. : . Adjusted gross income | , . Expanded income
Specified item . . Number of - Percemt - Cumuiative percent . Number of Percent . Cumulative percent
returns . of total of total 1 . returns of totat . of toral
) ) @ ] N 1 (5) ®.
TOMl «oovet et e enaeaas 786,083 . . 100.0 , _— 814,152 . 100.0 C—-
i . 987 0.1 - : - 691 | 0.1 =
785,076 i 889 . 100.0 813,461 999 100.0
income per concept: : . ‘ ’ - . : . .
Under 5 percent 217 0 0 938 01 .01
5 under 10 percent 944 - . 0.1 0.1 . 97 : (O . 0.1 |
10 under 15 percent .. .. 499. S 01 02 . 2,108 03 04 -
15 under 20 percent .. . 987 0.1 . 0.3 ’ 683 0.1 0.5
20 under 25 percent 1,590 . 02 05 1 3,603 - 04 0.9 5
25 under 30 percent 487 04 7 o0s 5538 . 07 16
30 under 35 percent .. .. 1,987 03 . X ] 3.543 . 0.4 : 20
35 under 40 percent .. 2,209 0.3 R R i 6,037 . 0.7 ) . 28
40 under 45 percent . . 2,844 . 04 . 15 ) 5,256 06 34
45 under 50 percent - 4,871 06 . - 2.1 9,182 11 45
50 under 60 pércent 17172 .22 - - . 4.3 o 32,473 4.0 s 85
60 under 70 percent . . 58,431 o 7.4 ’ 11 7 60,607 75 . 16.0
70 under 80 percent .. 124,905 . - 159 - - - 277 139,211 17.1 . 33.1
80 percent or more ... 567,934 - 723 100.0. ’ 544,186 66.9 100.0

*Estimate should be used with cautlon because of the small number of sample retums on whoch itis basod

()Lossmanoot'apemm _ E _ o .
NOTE Detatl may not add to totals be because of roundmg : - . -
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Table 5.~Returns With and

Nwmwmmmudmumm-mwmmhm”mdddhm
— ey

Without U.S. Income Tax and With income of $200,000 or More Under Alternative Concepts:
income, Deductions, Credits and Tax by Tax Status .

Retums with adjusted gross income of $200,000 or more, Retumns with income of $200,000 or more
Retums with Retumns without Retums with Retums without
tem Total U.S. income tax U. 8. income tax Total U.8. income tax [V X tax
Number Number Number Number Number Number
of Amount of Amount of Amount of Amount of Amount of Amount
refums retums retums retums
[} 2 3) 4 S) (6) (4] 8) ) {10) (11) (12
639,885 166,256,971 639,191 166,149,391 694 109,580 641,108 164,786,225 640,821 164,727,678 287 58,249
178,681 21,598,002 178,424 21,571,888 257 26,116 184,808 22,110,441 184,700 22,004,130 108 16,311
57,925 1,713,370 57,750 1,670,768 175 42,602 58,481 1,721,871 58,407 1,706,687 75 15,203
11,628 752,034 11615 751,665 13 369 12,537 735,363 12,534 734,903 (] 460
27,949 1,228,617 27871 1,208,168 78 20,448 29.214 1,353,987 28,878 1,265,712 336 88,275
304,369 65,665,409 304,212 65,630,060 157 35,349 313,290 65,529,225 313,219 65,504,877 7 24,348
236,620 11,631,720 235,932 11,298,560 688 333,160 239,929 11,220,898 239,697 11,104,918 232 115,882
476,040 85,403,561 475,352 85,094,228 688 309,333 499,674 66,082,839 499,372 85,966,263 302 116,576
147,647 340,685 147,395 339,965 252 720 153,273 352,735 152,876 351,557 397 1178
64,513 1,905,317 64,373 1,891,452 140 13,865 65,657 1,878,510 65,595 1871413 63 7,097
77,849 744,275 77,693 734,416 156 9,859 80,555 752,483 80,479 744,362 ” 8,121
784,040 39,407,192 779,996 38,986,929 1,044 420,263 809,129 40,477,572 608,387 40,073,857 742 103,715
Tax-exempt interest. 306,175 13,072,075 305,886 13,027,256 289 44,819 349,384 16,838,320 348,892 16,645,382 492 192,937
Dividend 637,462 25,055,750 636,620 24,963,429 842 92,321 666,405 26,130,306 665,739 26,057,112 666 73,194
Pensions and annuities in
jjusted gross income. 142,308 4,805,013 142,180 4,799,510 128 5,503 161,525 5,227,484 161,472 5,224,195 53 3,289
Rent:
Net income. 156,759 5,996,238 156,555 5,980,530 204 15,709 168,880 6,083,880 168,782 6,074,852 88 9,028
Net loss (deductible and
deductible). 180,134 3,335428 179,737 3,284,734 397 50,694 183,290 3,263,246 183,110 3,245,021 179 18,225
Net loss (nondeductible).............coweveeer 135,084 2,227,203 134,785 2,190,691 299 36,312 137,928 2,193,225 137,852 2,186,004 76 7.21
Royalty:
Net 69,763 1,462,966 69,638 1,458,553 125 4,413 72,267 1,525,978 72,222 1,524,745 45 1,233
Net loss. 8,913 21,345 6,894 21175 19 170 6,951 21,099 6,947 21,050 4 48
Estate or trust:
Net income. 38,568 2,215,253 38,506 2,213,788 62 1,466 41,335 2,322,312 41,308 2,321,594 29 717
10,578 104,463 10,553 103,705 25 757 11,623 110,993 11,615 110,854 8 *139
346,138 1,971,784 345730 1,965,193 408 6,590 355,572 1,993,451 355,398 1,989,288 174 4,163.
t t - - 1t 4 - - - . - - -
*14 6 t t t L 4 *13 *5 *“3 5 - -
3,380 130,504 + + + 1 3,379 130,494 3,379 130,494 - -
113,811 742,503 113,645 741,501 166 1,002 147,814 975,416 147,730 974,925 84 491
113,811 742,558 113,645 744,555 168 1,002 147,614 975,485 147,730 974,993 84 49
7.362 3 7.356 25,633 [] 35 7,061 25,606 7.057 25,575 4 31
181,914 7,558,298 181,573 7.519,341 3 38,956 183,223 7,296,063 183,110 7,283,377 113 12,666
7.654 295,068 7,620 288,233 M4 6,835 7,608 286,843 7.592 280,781 18 6,062
5,324 433,072 5,287 430,269 37 2,803 5,180 426,509 5,150 424,075 30 2,434
Total income. 766,063 412,281,881 784,982 411,676,463 1,081 605,417 814,152 414,913,414 813,373 414,744,494 779 168,920
Statutory adj nts, total. 250,251 3,184,621 250,017 3,180,747 234 3,874 253,999 3,163,843 253,890 3,160,592 109 3,250
Payments to an IRA. 76,275 224,052 76,212 223,887 63 185 79,460 232,148 79,443 232,103 17 45
Payments to a Keogh plan. 93,935 1,908,900 93,900 1,908,135 35 766 94,269 1.912,979 94,250 1,912,484 19 495
Adjusted gross Income............... 786,083 409,097,259 784,982 408,495,716 1,081 601,543 814,152 411,749,571 813,373 411,583,901 779 165,670
291,299 7,265,505 290,444 6,788,080 855 ATT 426 287,498 6,207,702 287,304 6,157,164 194 50,538
Total tax excluded
from adjusted gross income...... 378,250 16,045,261 377,852 15,995,346 398 49,915 420,104 20,140,312 419,542 19,905,127 563 235,185
149,029 2,841,620 148,862 2,838,913 167 2,707 158,669 3,016,677 158,622 3,015,774 47 904
tax ad} 353,114 1,506,086 352,747 1,507,205 367 -1,119 358,739 1,514,581 358,627 1,518,580 112 6,999
Exj income. 786,055 416,886,993 784,982 416,751,031 1,073 135,962 814,152 425 383,452 813,373 425,043 502 779 339,950
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Table 5.-Returmns With and Without U.S. Income Tax and With income of $200,000 or More Under Alternative Concepts:
Income, Deductions, Credits and Tax by Tax Status—Continued . : : . S
(All figures are esti based on Y. are in of dollars).

Returns with adjusted gross
itam : _ Tom - 8. .
Number . Number
of Amount
retums -
_{) ) i
Exer amount 785514 | 4830488 | - t ’ t t S *812,967 4,662,331 + t t ot
Total per adjusted gross - : Lo . . ’ - ’ ¢
income - 768916 | 60025124 | 767879 | 59287740 | 1037 737,384 792,043 56852534 | 791670 | ‘58772900 | 373 | 179833°
Total per income IR oo N . : i B " . af| el
768916 .| 60025124 | 767,879 59.287,740 | 1,037 737,384 791,947 51,797,264 791577 - | 51678941 370 | 118322 .
743320 | 11310580 | 742308 1254948 [ 933 55632 | 765838 - | 11652885 765605 . | 1162755 ] 334 | 25318
684257 | 19714425 | e83 269 19,178,624 988 535,501 ‘198 | 18336755 | esaese 18318045, 330 | 79810
664257 | 19714425 | 683760 | 1178024 | see 535,501 661901 | 12.191,053 661,581 12181781 [ 320 | 20272
deduct 587.244 " | 11735078 | 586455 1681667 | 789 .| s3412 587,916 | 11491666 | se7.627 11484807 [ 200 -| 26850
Medical and dental expense : a X Lo . o . - C I :
" 9532 | 268,926 '9468° |- 259010 64 9,916 12879 - 345,358 12,832 33156 | .47 |- 9202
1,441 Pe132| 130 31,079 7 130,249 1511 61236 | - 1442 1% 69 | 30106
764465 | 25867643 [ 763480 25828735 | ‘985 -38,908 767.473 26058139 | 787,123 | 26042512 | 3s4 15,626
126,646 2173524 | 126213 2143544 433 "29.980 1| 127,288 | | 2082815 | _127.15% 2073370 | 133 | . qus
17,336 . 427975 ( 17232 |- 390800 106 | 37,074 17,815 78283 [ 17,787 168,187 58 |. 10005
.21,862 200723 ). 21854 | 200589 s 124 - 18,965 . 175,064 t t * t
gross income... . o 1458 —3n211a | s34 114608~ —gau— 75087 847 | Jaszes |- 293 - 56826 | 654 | 93150
" Taxable ncome. . . 784599 | 344686620 | - 784448, | 344611528 151 | 75202 813,196 | 348153785 |- t t] s ot
Tax at normet rates. ; 784628 | 97607847 | 784,473 97585850 | 155 21,997 813,201 90,557,930 | 813,078 9853214 123 | 21718
97.673.531 | 784,473 97,851,815 155 21716 813,201 98842092 | 813,078 | 98820858 [ 123 | 29434
1210421 | 166,099 1,188,705 155 21,718 178,329 1.216,320 178206 | 1104888 | 123 | 21434
15,905 oot R t vl 28715 | 0 45824 | ot A + ‘t
218903 [ 20836 214662 4. 2281, 22197 - 221953 22,163 219,807 M | 214
751248 | 88229 732473 84 18,775 109,133 755046 | 109,045 736422 88 | 180624
189,225 [ 20,287 19078 25 |, 147 20342 | - 188325 29,320 88213 13 | 12
(FON 6251)....vcvrrrvrco P 24,029 460375 | 24,020 460,375 - - 25528 471,734 25,528 471734 -1, -
U.S. fotal income tax... 784982 | 97123485 | 784982 | o7123485] . - - 813373 | 98,007,507 813,373 98,097,507 -1 =
Foreign tax credit.... - : - T : - .- - . - Co - R -- - -
Taxable income which NI Do : : RN . - -
784628 | 349206605 | 784473 | 346131504 155 | 75001 | - e13201 | 3s2780081 ' 813078 | 352686107 | -123 | -73.945
tax after 784,400 | 344,941,802 | 784400 | 344941802 [ - .- 813017 | 346475038 [ 813017 | 348475038 | . - < | .~ -
U.S. total income tax.., 784982 | 346574874 | 784962 | 345574674 | . - . - 813,373 | 350,150,401 | 813373 | 350,150,401 - -
Reconcilistion of adjusted gross o - - . : - e ‘ o
: 786,063 . | 403097259 | . 784982 | 408495716 | 1081 | 6014543 L B1452 | 411749571 | 813373 | 411583901 [ 779 | 1ese70
excluded from adjusted L - _ i 1 y ' i R
oSS Income..................... 78250 | 16,045261-) 377,852 15,995,346 308 49,915 420,104 | 20,140,312 419,542 19905127 | 563 | 235185
0 ) i | 113810 L 742568 | 113845 TS5 188 | 002 [ warens | U oorsuss | w7729 974993 & 491
minus: Expanded investment . o R o o ) -
IPOTOSL ... 291,299 7.265.505 | 290444 | 6,788,080 855 477.426 287.498 6,207.702 267304 - | 6157184 | 184 | 50538
business expense.............. 147,170 1,903,881 | 147,052 1,102,007 18 . 1874 139,111 920867 | - t t t s
Moving expense . . . ! . ' -
21,862 200723 | 21,854 200,599 8| 12 18965 | - 175064 St + t oot
) oveins| - 17,336 47975 | w7232 |- 3000 | o4 37,074 17,815 78283 | 7787 168167 | - 58 | 10085
equals: E income..... 786,055 | 416886993 |. 784982 | 416751031 | 1073 135,962 814,152 | 425383452 813373 | 425043502 | 779 | 33seso

* Estimate should bemedmmuuﬁmbemuudmmlmmberdsamplemmmsmmhkhased. 5 X .
'Dmdebbdwavoiddbdosmdlmmaﬂmforspedﬂcmxpam. Deletoddahmlr\dudedhmwwau ‘ .
‘lndudesmx-exemptlrnerest,totalanemaﬁvemlnlmumtaxpmfemneeltems(gxdudmghx-exemptImMMMM),WudWWWmmM'«Tqu 1886 and earlier.
NOTE: Dehﬂmayndaddbmalsboeumolmmdhg.' . . X . . . i .
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Table 6.~Returns With and Without Worldwide Income Tax and With Income of $200,000 or More Under Alternative Concepts:
Income, Deductions, Credits and Tax by Tax Status

(AN figures are based on jes—money are In ds of dollars)
Retums with ad, income of $200,000 or more Rmmmewumdszooooﬂum
Retumns with Retums without Retums with Retums without
Hem Total worldwide income tax worldwide income tax Total woridwide income tax worldwide income tax
Number Number Number Number Number Number
of Amount of Amount of Amount of Amount of Amount of Amount
retums retums retums retumns retums retums
(V) 2) 3) (O] {6) [t4) 8 () (10) (11) (12)
639,885 | 166,258,971 639,265 | 166,172,262 620 86,709 641,108 | 164,786,225 640,889 | 164,750,098 219 36,127
178,681 21,598,002 178,440 21,577,383 244 20,649 184,808 22110441 184,714 22,099,515 94 10,928
57,925 1,713,370 57,755 1,670,787 170 42,583 58,481 1721871 58,411 1,706,683 7 15,188
11,628 752,034 11,616 751,946 12 88 12,537 735,363 12,532 735,184 5 179
27,949 1,228,617 27,872 1,208,187 77 20430 29214 1,353,987 28,879 1,265,731 a3s 88,256
304,369 65,665,409 304,228 65,648,554 1 16,855 313,290 65,529,225 313234 65,523,235 56 5,989
236,620 11,631,720 235,948 11,308,401 672 323,320 239929 11,220,698 239711 11,111,540 218 109,358
476,040 85,403,561 475,383 85,118,270 657 285,291 499,674 86,082,839 499,400 85,987,897 274 94,942
147,647 340,685 147,410 340,008 237 680 153,273 352,735 152,889 351,591 384 1,144
64,513 1,905,317 64,375 1,892,123 138 13,194 65,657 1,878,510 65,597 1,872,085 61 6425
77,849 744,275 77,696 736,759 153 7,516 80,555 752,483 80,481 746,705 75 5778
781,040 39,407,192 780,076 38,992,011 964 415,181 809,129 40,177,572 808,461 40,077,260 668 100,312
306,175 13,072,075 305,893 13,027,620 282 44,454 349,384 16,838,320 348,899 16,645,746 485 192,573
637,462 25,055,750 636,683 24,970,352 779 85,398 666,405 26,130,308 665,797 26,083,756 608 68,551
142,308 4,805,013 142,191 4,799,824 117 5,189 161,525 5,227,484 161,482 5,224,509 43 2976
156,759 5,996,238 156,564 5,980,590 195 15,649 168,880 6,083,880 168,790 6,074,905 90 8,975
180,134 3,335,428 179,764 3,285,173 370 50,255 183,290 3,263,248 183,136 3,245,443 153 17,802
135,084 2,227,203 134,800 2,191,170 284 36,033 137.928 2,193,225 137,867 2,186,263 81 6,942
69,763 1,462,968 69,641 1,458,752 122 4,213 72,267 1,525,978 72,224 1,524,917 43 1,081
6,913 21,345 6,894 21,175 19 170 6,951 21,099 6,947 T 21,050 4 48
38,568 2,215,253 38,508 2,213,961 60 1,292 “ 335 2,322,312 41,308 2,321,768 7 544
10,578 104,463 10,553 103,705 25 757 11,623 110,993 11,615 110,854 *8 *139
346,139 1,971,784 345,743 1,965,298 396 6,486 355,572 1,893,451 355,410 1,989,383 162 4,068
t t - - + t - - - - - -
*14 ] + + t t *43 5 *13 *5 - -
3,380 130,504 t t t t 3,379 130,494 3,379 130,494 - -
113,811 742,503 113,653 741,540 158 963 147,814 975.416 147,738 974,964 76 452
113,811 742,558 113,653 741,594 158 963 147,814 975,485 147,738 - 975,032 76 452
7,362 25,668 7,356 25,633 6 35 7,061 25,606 7.057 25,575 4 31
181,914 7,558,298 181,588 7,522,350 326 35,948 183,223 7,296,083 183,122 7,286,370 101 9,693
7.654 295,068 7,621 288,236 33 6,832 7.609 286,643 7.593 280,784 17 6,059
5324 433,072 5,320 432,884 4 188 5,180 426,509 5,180 426,509 - -
786,063 | 412,281,881 785,076 | 411,748,589 987 533,292 814,152 | 414913414 813461 | 414,814,976 691 98438
250,251 3,184,621 250,034 3,180,897 27 © 3,725 253,999 3,163,843 253,906 3,160,741 93 3,101
76.275 224,052 76,216 223,897 59 155 79,460 232,148 79,447 232113 13 35
93,835 1,908,900 93,905 1,908,192 30 709 94,269 1,912,979 94,254 1,812,540 15 438
786,063 | 409,097,259 785,076 | 408,567,692 987 529,567 814,152 | 411,749,571 813,461 | 411,654,234 691 95,337
291,299 7,265,505 290,468 6,790,398 834 475,107 287,498 6,207,702 287,323 6,158,304 175 49,399
376,250 16,045,261 377,861 15,995,780 389 49,480 420,104 20,140,312 419,551 19,905,561 554 234,750
149,029 2,841,620 148,866 2,838,984 163 2638 158,669 3,016,677 158,626 3,015,844 43 833
353,114 1,508,086 352,761 1,504,912 353 1,174 358,739 1,511,581 358,638 1,516,114 101 -4,533
786,055 | 416,886,993 785,076 | 416,820,463 979 66,531 814,152 425,383 452 813461 | 425112537 691 270,914
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Table 6.-Returns With and Without Worldwide Income Tax and With Income of $200,000 or More Under Alternative Concepts: o
Income, .Deductions, Credits and Tax by Tax Status—-Continued - e N - el
(All figures are esti based on : y are in th of dollars) . : '
N NEN . ’ Retums with adj income of $200,000 or more
.. Lo i - Reumswith Retums withouwt )
cTo " - Number - Number . Number j Number.
of | Amount Sl Amount of - Amount of
. (1) @ @ @ | m g M
3 amount : 785,514 4630488 784527 | 4824782 887 5,686 812,967 4,682,331 812277 | 4,679,340 691..]. ..2990:
[ T— 763,918 | 60,025124 | 767.920 | 59.203.445 987 731679 | 792,043 | 895253 791,714 | 58776969 329 175,568
768916 | 60025124 | 767,929 | 59203445 587 . 731,679 791947 | 51,797,264 t + +. Lt
[& dedt 743329 | 11,310,560 | 742430 | 11255827 899 54,754 765,938 11,652,885 765636 | 11628378 303 24,507
19714425 | 83310 | 19982012 | 47 532413 | 60198 . 18308755 | esaese | 18320611 304 [ 78144
19714425 | 683310 | ‘19.182012 847 532413 661,901 | 12,191,053 661.609 | 12,162,307 292 28,745
1735078 | 588483 | 11682350 | 761 . | 52688 567.916 -] 11491666 |- 567651 | 11465208 266 26,367 .
268,926 ‘9470 | 250183 62" 8,733 12,879 M5358 | 12833 33634 | 4 | 9024
61,328 1,370 31,079 7 30,249 1,591 61,236 1,442 31,130 69 30,108 -
25867843 | 763515 | 25629328 950 - 38,314 787473 | 26058139 787.153 | 26,043,035 321 15,104
2173524 | 126225 | 2144369 21 | 29155 127,288 2,082,815 127,165 2074188 | 123 8,627
" azr975 17,234 - 390,942 102 37,033 17,815 178,283 17,759 168,229 6 10,054
200723 21,856 200,695 [ 28 18,965 175084 [ . 18985 175,064 - -
332,114 536 .| 11519 922 216,915 4 149,785 293 56,626 654 83,159
344,686,620 + St to | t- | 813196 | 348153765 + + t Ty
97607847 | 784567 | 97,605.339 61 2,508 813,201 98,557,930 813,166 | 98,555,552 s 2378
97673531 | 784,567 | 97.871.023 61 2,508 813,201 98,842,002 | 813,166 | 38.839.714 35 2378
“asa172| 80203 46664 | 61 2508 ‘82274 451,274 82235 | 458,69 3s 2378
15,505 ¥ g [ ) t 29715 15,824 t t ot t
216,903 20,641 215,094 “a 1808 | © 22197 221,953 22,168 220,240 29 1,713
189,225 29,289 189,078 23 147 29342 I 186,325 29,331 186,213 1 12
460,375 24,029 460,375 - - 25,528 471,734 25,528 471,734 - -
97874734 | 785076 | 97.874.734 - - 813,461 98,852,553 813461 | 58852553 - -
751,248 98,323 751,248 - - 109,133 755,046 108,133 755,048 - -
349206695 | 784,567 | 348197472 61’ 9223 | 813201 | 352,760,051 813,166 | 352,751,430 35 8,622
784,566 | 347585691 | 784,568 | 347,585,691 - - 813165 | 351,131,880 813,165 | 351,131,880 - -
785,076 | 349,216,375 | 785076 | 349,216,375 - - 813461 | 352,804,692 813461 | 352,804,692 - -
Reconciiation of adjusted gross ° ) : ’
income and expended income:
786,063 |409,097,259 | 785076 | 408,567,692 987 529,567 814,152 | 411,749,571 813461 | 411,654,234 691 95,337
378250 | 16,045261 | 377861 | 15995780 | . ase 49,480 420104 | 20,140,312 419551 | 19,905,561 554 234,750
13811 742558 | 113653 741,594 158 %63 | 147813 975,485 147,737 975,032 76 452
291299 | 7285505 | . 290468 | 6,790,308 831 475,107 287,498 6,207,702 287,323 6,158,304 175 49,399
. 147,170 1103881 | 147,058 1,102,568 12 - 1,313 139,111 920,867 139,077 920,694 34 73
21882 | 200723 | 218%° 200,695 6 2| 1895 175,064 18,965 175,084 - -
17,33 427,975 17,234 390,542 102 37,033 17,815 178,283 17,759 168,229 6 10,054 -,
: 786,055 [ 416,886,993 | 785078 [ 416.620.463 o79 66,531 814,152 | 425383452 813481 | 425112537 691 270914
‘Estimate should beusedwimcauﬁmbecausedthesmallmun-aero'samptemurnsmmnlsbessd., : ] ) |
-~ Data deleted to avoid discio of inf for specific taxpay . Deleted data are included in the appropriate totals. : .
'Incmdeshx-exempthmest.ml it j tax pi items (exciuding tax-exempt interest from privateacﬁvltybonds),andexdudeduapitaloeimonmmfofTaxVeaM%Samwﬁer.

NOTE: Dehllmaynqtaddtobtalsbeeaweofmu@im.
N e \
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Table 7.—Retums With and Without U.S. iIncome Tax and With income of $200,000 or More Under Altemnative Concepts: Number of Returns and
Effect and by tem With Second Largest Tax Effect

Percentages Classified by item With Largest Tax

(Mlbm-n“buoamm

Ttam with the lerges! tax efhect
1o with second largee tax effect Towi Interest pasd deduction Urvastmant interest decuction Taxes paid deduction Contributions deduction Mecical ang derim #oense
Number of Percent Number of Percent Number of Percen of totsl Number of Percent Number of Percont Numbaer of Percent
returns. of total returns of totat - retums retums of toust retums ot total rotums of total
) @ 3 (4} (0] ® (U] @ ® (10) [43) 02
. J 773.212 100.0 203,203 263 29.458 3.8 390,011 50.4 59,708 17 3,485 0.4
interest pad deduction . . ... . 218 976 28.3 - - 8,759 27 179,485 460 - 9.358 157 805 232
Investment interest geduction . . 4.4 6.901 34 - - 18.883 48 2,408 40 136 39
Taxes pad deduction ..... ...... 249004 322 153,376 75.5 13,077 444 - - 40,182 673 1.585 46.0
Contributions deducton . .. ........ 178.625 231 24,905 123 2878 98 142,378 365 - 270 78
Medical and dental expense deduction 3.192 04 1.096 05 91 03 1,556 c4 3|2 0s - -
Net casuaity of theft loss deducton ... . 137 {) — — - - 137 () - - - -
Total miscellaneous deduction 27.772 36 5575 27 1,191 40 14,966 38 3.201 5.4 633 183
Foreign tax credit ... . . 5.063 a7 643 03 86 03 3459 09 154 03 - -
Business credt . .. 5.367 07 1.057 05 25 09 2.907 07 276 0.5 - -
All other tax credis 6,077 08 1.392 07 436 15 2,085 05 349 06 - -
Pannevshnp and S Corporaton
............. 37.739 49 8178 40 2618 89 21,989 56 3217 54 25 07
No second largest llem .............. 7.295 09 81 () 73 0.2 2191 06 248 04 -
Returns with expended income
of $200,000 or more
Total ...cocoieririrircnnenoraaans 796,004 100.0 208,980 2.2 -_ - 423,670 3.2 72,631 9.1 5,818 0.7
interest paxd deduction . . 233.515 293 - - - - 200.021 472 11,521 159 805 138
Investment interest deduchon . - - — - - - - - — — -
Taxes pad deduchon 260.960 327 164915 789 - - - — 50.645 897 3.185 544
Contributions owucwn ............ 208.892 26.2 27725 133 - - 172,530 40.7 - - 1.184 204
Medical and dental expense deduction 3.334 04 1,008 05 - - 1.629 04 312 04 - -
Namwlyovmeﬂlossded\mﬂ 138 () — — - - 138 (} = - - -
Total miscellaneous deduction 21,050 26 1,830 09 - - 11,994 28 4,965 68 639 1o
Forengn tax credit . .. 6.096 08 661 03 - - 4241 1.0 179 0.2 - -
Business credt . .. 5171 0.7 1078 05 - - 3.083 07 kigd 05 - -
All other tax credts . . 6.187 08 1,485 07 - - 2,260 05 439 06 - -
Partnerstup and S Corpomlon
net losses .. J 40.412 5.1 10,088 48 - - 24616 58 3.888 54 25 04
No second targesttem .. .......... 10.510 13 82 {) - — 3,158 0.7 304 04 — -
Ttam with the largest tax eflect
o with sacond argest tax efiect Towl Inaerest pakt deduction Svestment intereet decuction Taxes paid decuction Contributions deduction Modical and dertal expense
Number of Percent Number of Percent Number of Percent of totat Number of Percent Number of Percent Number of Percent
returns of total retume. of total rotums rotums. of totad retums of total rotuns of total
n @ [ “ 8 ® m ® ® i) ) 12
Returns without U.S.
income tax
Rewums with acjusted groes income
of $200,000 or more
Totd .......... dseaanen eaaens . 1,081 100.0 ™ [ X ] 40 461 4 0.4 24 22 ” 3.4
227 210 - 1s 231 t t t t t t
214 198 21 28.0 — = t T t t 1 t
135 125 24 32.0 63 127 - - - - 9 243
deducton n7 108 9 120 ” 155 t 1 - - 5 135
Medical and dental expense deduction . 7 06 - - t t - - 3 125 - -
Net casualty of theft loss deduction . . t t - - - - - - = = — -
Total miscellaneous deduction 53 49 t t 2 48 - - 1 1 18 488
Foreign tax credit + t - - 1t t - - - - 1 t
Business credit . . 1 4 t - - - - - - - - - -
Al other tax credits 10 09 - - - - - - 1 t t t
Partnership and S Corporation
256 237 8 240 n 424 - - 1 1 - -
57 53 t t t - - - - - -
434 100.0 62 143 - - 7 1.8 L .2 38 [ 8]
18 272 - - - - ot t 2 300 t t
106 4.4 27 43_5 - - - - 11t 275 12 343
52 12.0 10 16.1 - - t t - - t t
t 1 T t - - - - 4 100 - -
1 t - - - - - - - - = -
32 74 t t - - t t t t 16 457
t t - - - - - - - - 1 t
8 18 - - - - - - t t - -
47 108 0 33 - - b 4 i 4 10 250 - -
63 14.5 1 t — - - - - - -

Footnote(s) at end of table.
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Tiblo 7.=Returns With and Without U.S. Income Tax and With income of $200,000 or More Under Alternative Concopts Numbor of Returns and

Percentages Classified by item With Largest Tax Effect and by ltem WIth s«:ond Largest Tax Eﬂoct—Conunuod‘ s
(All figures sre estimates besed on sampies) DR .

. Htem wah the largest tax efecti—Continued
* " mam with mocond arges tax sffecs "",:’m Toral miscetanecus decuction Foreion tax creat Sumness creat Al other tax crects Penersnio and § Corporation net
" N Numberof [ - Percent Nurmber of Percent Numberof - Percent Number of * Pecent Number of Percent Nurmber of Percen of
. . retums of toted * roturny of total . rotums of et retums . of toal otums of total retums o
[A] (14} (%) {18) an 18 1" - (2 @n (22) @ @9
80 {) 17,908 23 10,074 1.4 3,830 0.8 v 8,007 0.7 49,544 64
147 ‘420 2,800 145 3.228 204 613 174 1,490 294 12,491 . © 252
1 1 1 190 1.7 425 120 187 37 4,580 82
9 283 11,069 618 4032 387 1,039 294 2213 Q7 22321 45.1
25 71 3189 176 - 488 44 39 " - 330 K-} 3.800 77 -
Medical and dental expense deduction . - - 28 0.1 - - - - - - an 02
Net casualty or theft loss deduction . . - - - - - - - - - - - -
Total miscellaneous deductlon ces 53 15.1 - L- 246 22 5 0.1 225 44 1.676 34
Foreign tax credt ... . - - 115 0.8 - - 14 .4 12 02 586 1.2
inass credt . T - - 3 §)] 27 0.2 - - 42 08 805 1.8
Allommlaxcrmn t 1 1 1 192 1.7 85 24 - - 1.321 27 .
Pannomhnp and § Covporm:on .
......................... - - 448 - 25 .+ 647 . 59 228 8.5 .7 T - -
No ucond Inrm wem ... ... i — 17 -0 1.924 175 729 207 178 38 1.854 a
Returne with expanded income . .
of $200,000 or more < . - ' - .
Totel ..........0.0 %o {) 9,830 - 1.2 12,139 1.8 3,802 0.5 .o 8,723 . 07 84,051 68
Interest paid deduction . 147 . 420 1.319 133 * 2,984 248 m 218 . 1,738 303 14,210 283
fnvestment interest ooducvon - - - —_ - - - - - N - - - .
Taxes paid deduction . ... . 100 288 6.3%0 644 4201 348 1.233 - .3 2,628 459 27,684 512
Contnbutions deduction .. . . ‘28 74 1.444 ‘1 148 444 ar o 47 18 . 88 4.748 88
Medical and dental expense - 92 [X:] 72 08 - - 2 2} "y 02
Net casualty or theft loss deduction - - - - - - - - - - -
Total mi 18, - - 149 12 0.1 238 42 ~1177 22
Foreign tax creant ... - ) 1.9 - - L1 0.5 12 . 02 792 .- 18
Business credit . .. - 10 0.t 28 .02 - - 50 09 1,145 .29
All other lax credits 69 214 22 203. 17 N 92 26 - - 1.472 27
+ Partnership and S Cox) 3
" net e - - 270 27 - 741 181 300 = 84— |——484——-85 - —
= = - - . 3318 273 ) . 754 - 210 179- 3.1 M 2AL] 50
) o with the Iargest tax eflect—Continusd )
e with sacond lerges: tax effect ek " Yol miscereneous decueton |- Poriin tas crecn Busiomes crect .. AW other tax credits Pameranip and 8 Sorportion net
: Numberot . | . Percent [ Numberot Percent Number of Pyrcent Number of Percart | Number ot Percent Numberot = | Percem of
retums ottt | . . retume _oftoxad retums _.of total T ot -ms 1 ool rwiums o
a8 - (14} 18} _y ___m (18 .l (20 @ [ 2y (24)
e [ X (1) (X} ] 8.0 -t t t Tt 208 %0
37 56.1 24 348 19 221 - - § 375 19 9.3
3 45 3 43 8 70 - - 3 188 162 79.0
18 2.2 2] 159 t t t t t t 4 20
t t [ 87 s 58 . = - - 10 49
t t - - - - f— - - - - . -
- - t t - - - - - - =, -,
t t - - 5 58 - - - - t t
Foreign tax crecit - - - - - - - - - - _ -
Business credit . . - - t t - - - . - - - -
All other tax credits . . - - - - - t t - - - - t t
1 t 1" 159 .8 70. - - 4 25.0 - -
- - m" . 159 40 485 - - - - -
of $200,000 or more . C SN
Toﬂ ] 18.2 4 09 a3 191 t 1 . t t° m 279
- 576 - - 18 217 - - 6 40.0 4 331
Y 258 Z - 5 60 t t t Lt %) 248
. t t 1 .t 5 6.0 - - t t 22 18.2
Medical and dental expense decuction . . .. t t - - - - - - - - - . -
Net casuaity or theft loss deduction . . - - t t - - - - L - - - —
Total miscellaneous deduction . t “t - - 1 4 t - - - - 4 33
Foreign taxcreat ... ... .. - - - - - - - - - - - -
Business credit ... - - - - - - - - - - - -
All other tax credits - - - - 1 t - - - - t 1
5 76 - - 6 72 - - 1 1 - -
=~ — - I 518 - — - t t
"Returs thet have st mest ane of the tix effects are inchuded in the table. L C o
() Less then 0.05 percent.
+ Dats deleted to avoid dis of for speciic tap Dalsted dsta are inciuded in the eppropriate totak.

NOTE: wmmmbmmum
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Table 8.-Returns With and Without Worldwide Income Tax and With Income of $200,000 or More Under Alternative Concepts: Number of Returns
and Percentages Classified by Item With Largest Tax Effect and by item With Second Largest Tax Effect

(Al figures are estimates besed on sampies)

om with the largest tax eftect

1t with second lergest tax effect Interwet ped deduction Investiment interes! daduction Taxes paid decuction Contribuions deduction Mecical 8 Do Sxoense
Number of Percent Number ol Percent Number of Porcent Number of Porcent Number of Percont

returns of towal ratums. ot toal retums of toral retums of totad returns of

() @ L] “) o 8 ® 110 [l (12
Raturns with worldwide
Income tax
Returns with adjusted groes income
of $200,000 or more

TOt .ovcvvveeriiiieraiiinienine 11,343 100.0 208,481 .0 394,047 [1R] 80,199 78 3,488 0.4
Interest paid deduction .. . ... ... ... 219,262 28.4 - - 182,429 483 9.545 159 805 232
investment interest deduction . . .. 34,480 45 74 3.4 19,339 49 2,438 4.0 136 39
Taxes paid deduction .. e .. 248715 322 158,120 758 - - 40, 554 67.4 1,595 460
Comnbutions deduction . ...... ...... 181,489 235 25.288 122 145,144 368 - n 78
Medical and dental expense deduction 3.268 0.4 1,096 05 1629 04 3!2 05 - -
Net casualty of theft loss deduction .. .. ... 137 {) - - 137 {) - - - -
Total miscellaneous deduction .. . . 28,072 X s.727 28 15,300 39 3.218 53 833 183
Forengn tax credit - — - - - - - - - -
Businesscredit .......... ... . 5,386 o7 1.057 0Ss 2,948 07 282 05 - -
Alt other tax credits ... .. ...... 5919 o8 1397 07 2072 05 350 08 - -
Partnership and S Corporation

Netiosses . .. ... ... .......ooei..n 37,935 49 8,453 4.1 22,493 57 3.239 5.4 25 07
No second targestitem ................. 8.682 09 315 02 2. o8 264 04 - -

Returms with expandsd income
of $200,000 or more -

TOtl ..vvvnieriiiieniieeriareanes 793,501 100.0 211,982 0.7 - - 47,878 83.9 73,080 9.2 5,891 0.7
interest pad deduction ... ... ... 234,252 25 - - - - 203,239 418 11,591 159 805 137
Investment interest deduction . . . - - - - - - - - - - - -
Taxes pad deduction . AN 260,424 328 167.603 79.1 - - - - 51,049 639 3.165 537
Contnbutions deduction  ......... ..... 212774 288 28,181 133 - - 176.233 412 - - 1,185 201
Medical ang dental expense deduction 3,335 04 1,096 05 - - 1,703 04 312 04 - -
Net casualty or thett loss deduction . . . 138 [§] - - - - 138 ) - - -

Total miscellaneous deduction . .. 2\.5@ 27 1,908 09 - - 12,388 29 4,985 68 Il 121
Foreigntax credt ... .. . - - - - - - - — - - -
Business credit ... . S, 794 07 1,079 05 - - 3,124 07 385 05 - -
All othertaxcredts ... ... ........... 8.026 08 1,498 07 - - 22713 05 440 08 - -

Partnership and S Corporation
netiosses . ......... ....... ... .. 40,634 5.1 10,375 49 - - 25,185 59 3.919 5.4 25 0.4
No second largest tem . 8,714 1.1 248 [:Al - - 3.612 0.8 400 0.8 —_ —

Ttom with the lurgeet tax eitect
orm with second iarget tax affect Intareet pakd decuction Inveatment nterem deduction Taxes paid seduction Conributons deduction Macical nd denil expense
Nurmber of Percent Number of Number of Peroent Numder of Poroent Numoer of
returns of total retume of toeal retume of total retums of toral twtume of total
[A}) @ L) “ m ® ® (109) {11} (12
Returns without woridwide
income tax
Returns with adjusted groes income
of $200,000 or more

L 07 100.0 74 18 @7 4 0.4 2 23 38 3¢
Interest pad deduction .. ............... 208 211 - — 15 t t t 1 t t
investment interest deduction . 204 207 20 210 - T 1 n 47.8 t t
Taxes paid deduction .. ... 130 13.2 24 324 &3 - - - - 9 250
Contributions deduction . ......... 112 1.3 9 122 77 t t - - t t
Medical and dental expense deduction 7 07 - - 4 - - t 1 - -
Net casualty or theft loss deduction . .. 1 t - - - - - - - - -
Total miscellanecus deduction . . . 48 49 1 1 23 - - 4 1 18 50.0
Forewgn tax credit . . ... - - - - - - - - - - -
Business credit . t - [ 4 - - - - - - - - -
Al other tax Credits .. 8 08 - - - - - t t T t
Pannetsmp and S Co:povanon

250 253 18 243 n - - t 1 bt -
17 17 t t t - - - - - -

Total ... neene 348 100.0 179 - -— 7 2.0 3 1.3 M .
interest paid deduction 100 289 - - - - t 1 12 308 t 1
Investment interest deduction - - - - - - - - - - -
Taxes paid deduction ... .. 29 286 27 435 - - - - 1 28.2 12 353
Contributions deduction 47 13.6 10 181 - - t t - - t
Medical and dental t t t t - - - - t t - -
Net casualty or theft 1oss deduction t 1 . - - - - - - - - -
Total miscellaneous deduction . . . 27 78 t 1 - - t 1t t t 16 471
Forergn tax credit - - - - - - - - - - — -
Business credit .. .. - - - - - - - - - - - -
All other tax credits 6 1.7 - - - - - - t + - -
Partnership and S Corporation

losses 40 1.6 20 323 - - t T 9 21 - -
20 5.8 t t - - - - — - - -

Footnote(s: a1 end of table.
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Table 8.—~Returns With and Without Worldwide. Income Tax and With Income of $200,000 or More Under Alternative Concepts: Number of Retums ~
and Percentages Classified by item With Largest Tax Effect and by Item With Second Largest Tax Effect-Continued o ’ U
(Al figures sre estimates besed on samples) | - . - . .

B . '

mmmww—mm—m
. . - - Partnership and S
* o wih second targest tax efect N Cxvsaty o thek "“'m ) Foreign tax credtt Susinees crect AN cther tax erocits Corporasion
- Number of Percent Numbar of Percent Number of Percent Number of Percent Number of Percent Numter of Percont.
retums. of ot retums of xnal retums of weal retums. of sl retuma of totad retums. of tor)
03 ) (%) a8 - on ) (% 120 [ 2 ) 24
- -
.. 380 0 18187 2.4 - - 3.857 0.8 5,261 0.7 50,200 6.5
Interest paid deducbon 147 420 2,748 15.1. - - 625 178 1,564 297 12,612 254
t t t t - - 428 120 187 136 4623 ° 92
] 283 11,166 61.5 - - 1.050 285 2238 425 22648 - 45.1
25 71 3175 175 - - 398 1.2 408 78 3,861 77
- - 26 0.1 - - - - - - 111 02
53 15.1 - z - - s -0 225 43 1.707 "34
- . 3 () -~ - — — 2 08 . 805 16
1 t t t - - 85 - 24 - - 1,330 26
net losses ~ - 467 26 ~ - 230 85 3% 75 A - -
No second largest tem ..., ... ... - - 30 02, - - 737 207 201 s 25502 " 50
380 0 10,004 1.3 - - 2,620 05 . 8928 0.7 54,709 .69
147 420 1.467 145 - - 785 a7 1.810 305 14,409 . 263
100 206 6,532 648 - - 1,246 344 2658 448 28.069- 512
26 74 1474 . 14.6 . - 23 "7 381 64 4,890 8.9
- - 92 08 - - - - 21 04 m 02
Net casualty or. theft loss deduction . . . - - - - - - - - - — - -
miscellaneous deducton . . . 53 15.1 - - - - 5 01 238 40 1215 22
- . 10 01 = - - - 50 08 1146 21
24 1] 214 21 - 92 25 - — 1.488 27
- = 284 28 - - 302 83 563 Y - -
- - 1 0.1 167 21.2 207 35 3470 6.3
‘ fom with the largeet tax eflect—Continusd
A y g . ) Partership and 8
B R ——— Net cusuatty or then T"‘m - Foregn tax creg : Business crecn pr e p— - Corporation nat
Nurmber of Number of Parcent Number o " Percent Number of Number of Percent Number of Percent
fotums of tota retums of total retums of wtal rotums of total retume of totel retums. of toued
[iE) (4 ) we [ 19 [ (9 20 L@ 22 @ ()
[ 67 ] 1.0 - - t. -t t ot 202 20.8
k34 56.1 24 us - - - - 6 40.0 19 94
t t 3 43 - - - - t t 160 79.2
18 242 1" 15.9 - - t t t. t 4 20
4 8.1 6 a7 - - - - - - 0 50
ot Tt - ~. - - - - - ~ - -
t t - C = - - - - - - -t t
Foreign tax cradit - - - - - - - - - - - -
Business credit . .. - - 1 t - - - - - - P -
- - - - - - - - - - t t
t t " 159 - - - - 4 26.7 - -
- - n 159 - - - - - - - -
] 19.1 ] 1.2 - - t t t t 19 LY R )
38 578 - - - - - - 6 429 40 . 336
7 258 - - = - t t t t 2 244
t t t t - - - - t t 22 185
t t - - - - - - - - - -
t t - - - - - - - - t t
- - - - - - - - - - t t
t t - - - - - - 4 286 - -
= .= —. — — — - — - — t t

'mmmnm«-um-mnmmnm
() Less than 0.06 percent. - ’
+ Data deleted 1 avoid of for speciic

Delated cata are included in the spproprists wtak.
NOTE: Detail may.not 639 10 totais because of rounding.




High-Income Tax Returns, 1989

Table 9.--Retumns Without U.S. Income Tax and With Income of $200,000 or More Under Altemative Concepts:
Number of Returns With Itemized Deductions, Credits, and Tax Preferences, as Percentages of income

(Al figures are based on
Number of returns on which income was reduced by percentages of income
Income concept and type No deduction| Under | 10 percent| 20 percent [ 30 percent | 40 percent | 50 percent | 60 percent | 70 percent | 100 percent
of deduction or credit Tota! or credit 10 under under under under under under 10&’”'191’ | or more
percent | 20 percent | 30 percent | 40 percent ] 50 percent | 60 percent | 70 %rcen( percent]
[{0) (2 [€) 54) 6] (%) (;’5 i%) 9) (10) _an
Adjusted gross income
concept

Total itemized deductions............c.ccccueerneins 1,081 4 26 16 7 11 5 t 4 103 864
Interest paid deduction:

Total.......... 1,081 93 112 47 17 24 21 2 30 284 431

Investment interest per income concept.... 1,081 226 99 24 16 27 38 46 39 270 296
Taxes paid deduction. . 1,081 96 716 160 54 23 1 9 + 6 t
Contributions deduction. 1,081 148 646 87 46 47 68 39 - - -
Medical and dental expense deduction . 1,081 1,017 16 t t 4 t t t 18 17
Net casuatty or theft loss deduction............... 1,081 1,010 t t - t - 3 3 21 .39
Net limited miscellaneous deductions

per income concept 1,081 648 299 69 25 16 9 3 - 6 6
Non-imited miscellaneous deductions.......... 1,081 977 35 4 - t 5 t 1 27 29
Deduction equivalent of:

Total credits. 1,081 926 33 4 t t ) 13 83 7

Foreign tax credit...........c.coocevieeniisincnninns 1,081 987 7 - - - - t t 74 7

Busil credit. 1,081 1,056 20 t t - t t - - -
Tax preferences excluded from adjusted

gross income. 1,081 683 260 41 27 12 6 8 5 13 26
Expanded income
concept

Total itemized deductions. 779 411 31 21 63 10 12 4 10 48 169
Interest paid deduction:

Total 779 461 136 60 27 15 14 5 8 31 22

Investment interest per income concept.... 779 589 82 15 14 6 8 4 9 15 37
Taxes paid deduction. 779 429 205 102 25 10 t 3 t + t
Contributions deduction. 779 446 230 23 13 16 6 12 7 16 10
Medical and dental expense deduction.......... 779 732 t 6 t ] 4 - 4 10 14
Net casuatty or theft loss deduction............... 779 710 t - - t - + 5 2 37
Net limited miscellaneous deductions

per income concept. 779 658 87 22 4 - t t t t
Non-imited miscellaneous deductions.......... 779 722 7 t - - 2 t+ 24 t -
Deduction equivalent of:

Total credits 779 656 9 4 t 3 t 3 8 83 9

Foreign tax credit...............oocoveivirmercniinens 779 691 5 - - - - - 3 " 9

Busil credit. 779 766 t - t t - - t - -
Tax preferences excluded from adjusted

gross income. 779 216 69 15 14 7 7 7 6 43 395

tData deleted to avoid disclosure of information for specific taxpayers. Deleted data are included in the appropriate totals.
NOTE: Detail may not add to totals because of rounding.
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Table 10.--Retums Without Worldwide Income Tax and With Income of $200,000 or More Under Alternative Concepw
Number of Returns With itemized Deductions, Credits, and Tax Preferences, as Percentages of Income :

(All figures are based on
Number of returns on which income was reduced by peréé'ntages; of income - :
Income concept and type .- . [Nodeduction] Under [ 10 percent] 20 percent] 30 percent] 40 percent | 50 percent | 60 percent| 70 percent] 100 percent
of deduction or credit Totat or credit 10 under under under under under under . O(;mder ) or more
: percent | 20 percent | 30 percent] 40 percent | 50 percent | 60 %rcent 70 percent percen
] (1) )] @3 4 (5) (6) 27) 8) (10) (11)
Adjusted gross income
concept N o B
Total itemized deductions................ccoeeeunncee 987 - t 4 4 8 3 t 4 99 862
Interest paid deduction: . N R
Total, . '+ 987 40 84 “41 15 23 21 22 30 . 281~ . 430:. -
Investment interest per income concept...| 987 156 82 2 ' 16 -2 a7 46 39 268 1295 -
_ Taxes paid deduction | es7 37 - 684 188 53 23 1" .8 t 6 t
Contributions dedUCHON............eerereee 987 88 617 84 45 47 68 38 C - - -~
Medical and dental expense deduction......... 987 . 925 15 t t 4 3 t t 17 17
Net casualty or theft loss deduction.............. . 987 916 t t - t - 3 3 .21 39
Net limited miscellaneous deductions . ‘ L
Per iNCOME CONCEPL...........oorrrrerveresreres - 987" 566 290 68 24 15 9 3 - .6 6
Non--limited miscellaneous deductions........ 987 " 885 33 4 - t 5 t t ‘27 29
Deduction equivalent of: . : : ;
Total credits.. 987 926 28 3 6 t t. 3 8 .9, -
Foreign tax credit. 987 987 - - - - - = - - -
Business credit..... 987 ” 964 18 t t - - t - - -
Tax preferences excluded from adjusted - . .
gross income. 987 598 252 © 41 27 12 6 8 4 13 . 26
" Expanded income o - R - . . - -
-concept .. . - . o o
ML&MMUCMn& ............................. 69t | 34} g | 12— | 60— 8 — |- 10" —| 14" 9 2
Interestpaid deduction: N : ' :
Total 691 400 ° 14 56 26 15 14 5 ;] 31 2
* Investment interest per income concept 691 518 69 13 13 6 8 4. - -9 15 36
Taxes paid deduction 891 a7 178 102 24 9 . t 3 ot t t
" Contributions deduction. ] 691 389 204 21 11 15 6 iz 7 16 10
. ‘Medical and dental expense deduction......... 691 645 t 6 t. 5 4 - 4 9. 14 -
Net casualty or theft loss deduction.............. 691 622 t - - T - t 5 22 37
Net limited miscellaneous deductions ' o .
per income concept. 691 578 81 .21 4 t - t R ¢ N t
" Non-imited miscellaneous deductions.......| 691 635 6 t - - 22 t- 24 t -
Deduction equivalent of: ’ . ) . :
Total credis........ 691 656 6 4 ot 3 t t. 5 11 -
Foreign tax credit. 691 691 -~ - - - - - - - -
Business credit. 691 . 680 t - t t - - t - -
Tax praferences excluded from ad;usted . . . ) .
gross income, 691 137 62 15 13 -7 6 7 6 43 395

tData deleted to avoid disclosure of mfom\atnon for specific taxpayers. Deleted data are included in the appropnate totals.
NOTE: Detail may not add to totals because of rounding.




High-Income Tax Returns, 1989

Table 11.--Returns With and Without U.S. Income Tax: Number of Returns and Percentages of Returns Classified by
Effective Tax Rate and by Size of Income Under Alternative Concepts’

(Al figures are estimates based on samples)

Size of adjusted gross income

Total Under $50,000 - $50,000 under $100,000 $100,000 under $200,000 $200,000 or more
Effective Tax Rate
Number of Percentage Number of Percantage Number of Percentage Number of Percentage Number of Perc:r‘nage
returns l:t:ﬂ returns Y Oolfﬂ retums Y (:Ll returns 1 ol:'al returns total
(U] 2 3 @) &) 6 (U] @ (L] (10)
Altretums . ..... Cerreeassaananene 112,135,673 100.0 96,278,526 100.0 12,980,727 100.0 2,090,358 100.0 786,063 100.0
Retums without U.S. income tax. . ........ 20,465,893 18.3 20,441,160 21.2 21,020 0.2 2,631 0.1 1,081 0.1
Returns with U.S. incometax . ... . ....... 91,669,781 81.7 75,837,365 788 12,959,707 99.8 2,087,727 99.9 784,982 99.9
Effective tax rate:
UnderSpercent .................... 16,819,791 15.0 16,678,255 17.3 121,888 0.9 14,183 0.7 5,466 0.7
Sunder10percent .................. 35,926,355 320 34,326,014 357 1,658,675 12.0 36,253 1.7 6,413 08
10under 15percent ................. 27,252,659 243 21,084,940 219 5,910,080 455 240,865 115 16,774 21
15under 20 percent ................. 8,985,964 8.0 3,523,500 37 4,580,577 3563 800,538 383 81,349 10.3
20 under 25 percent .. ............... 2,070,048 1.8 133,946 01 717,698 55 829,558 39.7 388,845 49.5
25under30percent ................. 545,708 05 44,604 ) 56,987 04 162,299 78 281,817 35.9
30under35percent ................. 13,687 () 4,603 {) 4,856 ) 2,604 0.1 1,624 02
35underd0percent ................. 9,363 0 5719 0 2,324 () 96 0 1,224 0.2
40under45percent ................. 4,665 () 1,631 () 1,144 () 1,443 0.1 547 0.1
45under 50 percent ................. 3,062 () 2924 0 21 () 4 () 114 0
S0under60percent ................. 7,818 () 5,727 () 1,750 () 131 () 209 {)
60under 70 percent ................. 4,498 () 3,388 0 794 () 145 ) iral ()
70under80percent ................. 6,518 () 4,521 () 1,725 Q) — — 272 Q)
B0 percentormore .................. 19,645 {) 17,693 () 1,189 () 607 () 156 ()
Size of expanded income
Total Under $50,000 $50,000 under $100,000 $100,000 under $200,000 $200,000 or more
Effective Tax Rate
Nurmber of Porcentags | numberot [ POONI®88 | numberot | PerORNAB® | Number of Porceniage | Number of { PO'COMta00
returns total returns total retumns total returns total returns total
(1) (12) (13) (14) (15) (16) (17 (18) (19 (20)
Al TRUMMS ... .. .iiiiienennns 112,135,673 100.0 96,075,122 100.0 13,104,046 100.0 2,142,353 100.0 814,152 100.0
Retums without U.S. income tax . . . 20,465,893 18.3 20,441,377 213 21,920 0.2 1,817 0.1 779 0.1
Retumns with U.S. incometax............ 91,669,781 81.7 75,633,745 787 13,082,126 99.8 2,140,537 99.9 813,373 99.9
Effective tax rate:
UnderSpercent .................... 17,946,149 16.0 17,753,357 185 159,835 1.2 24,936 1.2 8,020 1.0
Sunder 10percent .................. 35,533,733 31.7 33,921,141 353 1,545,166 118 52,181 24 15,246 1.9
10under15percent ................. 26,690,803 238 20,313,128 211 6,115,592 46.7 231,344 10.8 30,739 38
15under20 percent ................. 8,953,684 8.0 3,425,679 36 4,575,851 349 854,819 39.9 97,334 120
20under25percent ................. 2,032,277 18 141,909 0.1 637,533 49 844 431 39.4 408,405 50.2
25under30 percent ................. 455,366 0.4 39,827 Q) 38,471 03 127,375 5.9 249,692 307
30under35percent ................. 11,680 Q) 4,616 () 3,834 QO 1,756 0.1 1,474 0.2
35under40percent ................. 7,217 () 5,409 ) 369 () 507 [§] 931 01
40underdSpercent ................. 6,289 () 3,253 () 1,135 () 1,436 0.1 466 0.1
45under 50 percent ................. 4,253 Q) 2,323 O 1,768 () t t t t
S0underé0percent ................. 3,943 () 3,022 () 732 () 1 1 1 1
60 under70percent ................. 5,501 () 3,367 () 1,818 ) 152 () 163 0
70underB80percent ................. 3,295 O 3,014 O — — — — 281 O
80 percentormore .................. 15,591 () 13,699 () 21 Q) 1,685 01 286 ()
'Returns with U.S. income tax include on which i tax was entirely offset by the earned income credit.
() Less than 0.05 percent.
t Data deleted to avoid di of inf for specific taxpayers. Deleted, data are included in the appropriate totals.

NOTE: Detail may not add to totals because of rounding.
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Table 12.—-Returns With and Without Worldwide Income Tax: Number of Returns and Percentages of Retums
Classified by Effective Tax Rate and by Snze of lncome Under Alternatlve Concepts‘

(All figures are estimates based on samples) . Ry \ S W o
R R _ . Size of adjuited gross income R N
T . Total “ o 1. Under $50,000 $50,000 under $100,000 $100,000 under $200,000 . '$200,000 or more
Effective Tax Rate - e —r— - - - — — —
0. - Number of Pereenlage " Numberof - | P srcer'nage Number of Peroe;nage Number of Perezr'nege . Number of Perc:'mege
returns total fetums | t:tal _returns total - retums total returns tota)
, ) m .. @ 1 @ . @ : 5) L] M - - (8 i@ el 0
All returns .| 112,135,673 .| ' 100.0 .| 96;276,525 | 1000 | 12,980,727 | 1000 | .2.090,358 | 1000 | 786063 | 1i00.0
Retums without worldwide income tax: ... , *20.446,344 . | - 182 | (20422128 2t.2 | ,20,743 0.2 . .2487 0.1 .. .987 | .01
Returns with worldwide income tax. ... - ’ 9}1Y,689,3_29 NN 81‘.8- + | 75,856,397 | 788 12,959,984 |° 998 | 2,087.871 e 99.9 . 785:3.076' ’999
Effectlvetaxrate o S 1 "“.. DR ‘% o : ) - : : SRR R
Under 5 percent .......... SR ] 16790081 | <150 16661204 7 17.3 14684 [+ 09 |. 10489 | - 05 | " 3664' | . .05
5 under 10 percent ............ N '35931,289 | , 320 1343433617 |. 357 1,550,999 19 32273 | 15 4,656 ,06°
10 under 15 percent . 27,260,711 -+ 24:3 ¢ [. 21,099,651 ° 219 ‘|- 5,908,605 . 455 | 237,356 : T114 15,099 » 1.9
15 under 20 percent- . . 2oLl 8,992,190 8.0 3,526,444 37. 4,585,885 ,35.3. 801,032 383 . 78828 .i . 100
20 under 25 percent ............. ...+ 2,085,026 - 1.9 134,950 - 01 725,992 5.6 835,018 '| 399 389,066 | ‘495
25 under 30 percent .............. e 560,514 . ‘05 44,672 0 60,016 05 - 166,595 |- - 8.0 289,231 36.8
30 under 35 percent .." . © 13,936 0 4,603 0 4,856 0 2,672 or | 1804 .02
: 35 under 40 percent 9,318 () 5719 () 2,324 ) 96 [ ()| 17y 0.1
40 under 45 percent 4,666 ° () 1,531 () 1,144 () 1443 - 01 -548 01 .
45 under 50 percent 3,140 () 2,924 () . 21 0 4 () 192 0.
50 under 60 percent 7.818 ) 5727 . () ’ 1,750 0 131" () ' 209 ‘()
60 under 70 percent * 4,498 -0 '3,388 0 794 0 45 | - () Coant . 0
70 under 80 percent .. 60518 () © 4,521 () 1,725 () — — 272 ()
80 percentormore .................. 19,653 (8] 17,701 () © 1,189 . () ' 807 : 0 : 156 {)
Size of expanded income A - A )
Total Under $50,000 $50,000 under $100,000 _S]OO_@OMSZ?O0.000; $200,000 or.more
e ‘Effective Tax.Rate . — - - - — - — - - — - 3
S S ' . Numberot | POrCOage | " nymperor | PEIOOMage |- \mper of | | POCENAGE | Numpgror | POICOMAGE | \iumberof | Parcentage
. returns total ) returns total » returns .+ total . returns o totat ) returns " " total
() (12) 13 .- (19 - (15) . (18) - (17) I S (19) . (20) .
CAllreturns L DL MU oe| 112,135,673 100.0 | 96,075,122 100.0 13,104,046 100.0 | 2,142,353 1000 | 814,152 |- 1000 .
Returns without worldwide income tax ... .| . 20,446,344 182 | 20422275 213 | 21,710 |. - 02 1668 {° 01 691 01 K
Returns with worldwide. income tax - . - ... 91,689,329 . 818 |. 75652847 78.7 13,082,336 - 9987 2,140,685 T 999 813,461 .. |. 99 9
Effective tax rate’ ) o T L R R . N } ., )
Under 5 percent .................... © 17,921,115 160 | 17,741,054 185 [, 152,453 12| 21,329 1.0 6,278 08 -
§ under 10 percent 35,536,616 31.7 33,938,498 353 | - 1535442 17" 49,463 23 13.213 16
10 under 15 percent 26,693,902 | 238 20,321,347 21.2 -| . 6,115,098 467 |- 228684 + 107 - 28,773 . |: 35 -
15 under 20 percent 8,962,831 8.0 3,430,426 - 3.6 4,583,569 . 350 853,853 399 94,982 1.7
20 under 25 percent 2048237 | 18 142913 0.1 644,664 ' 49 850,872 | '39.7 409,788 50.3
25 under 30 percent 468,711 | - 04 "' 39,895 ) 41,432 0.3 130,960 6.1 | 256,424 315
30-under 35 percent 11,778 0 . 4,616 () . 3834 ) 1‘,823 0.1 1.504 02
35 under 40 percent 7,165 () 5,409 () 369 () 506 Q) 880 | 01
40 under 45 percent < 6,303 ) 3,253 () 1,135 () 1,444 .01 472 0.1
45 under 50 percent 4,331 ) 12,323 | () 1,768 o] t | T A 1t
. 50 under 60 percent 3,943 () 3,022 () 732 0 t ot .t t
60 under 70 percent © 5,601 () 3,367 : () 1818 (8] 152 () 163 ()
70 under 80 percent ........ RPN - 3,295 () 3,014 () — — - - -.281 )
80 percent ormore ......... e o 15,601 () 13,709 - () 21 () 1,585 | .- 0.1 .- 286 L)
' 'Retums with worldwnde income tax inciude returns on whlch income tax was entnrely offset by the eamed income credit. .~ LF
() Less than 0.05 percent. .
t Data deleted to avoid discl of i i for specific taxpayers. Deleted data are mcluded in the appropnate totals. :
_NOTE Detell may not add to tota!s because of foundmg : _ ) . [ 5. S .




Individual Income Tax Rates and Tax Shares,

1988-1989

by Charles Day and Michael Strudler

ax Years 1988 and 1989 marked the second and

third years of taxation under the Tax Reform Act

of 1986. Total income tax amounted to $432.9
billion for 1989, an increase of 4.8 percent over the
$412.9 billion reported for 1988; in turn, the tax for 1988
reflected an increase of 11.8 percent over the $369.2
billion reported for 1987. Average tax (for returns
showing an individual income tax liability) was $4,855
for 1989 and $4,738 for 1988, compared to $4,257 for
1987. The average tax rate (total income tax divided by
adjusted gross income reported on returns showing a tax)
was 13.71 percent for 1989 and 13.81 percent for 1988,
compared to 13.67 percent for 1987.

Any direct comparison of the average tax rates for 1987
and subsequent years with those for earlier years would be
misleading because the 1986 Act introduced many
changes in the tax treatment of income, losses and deduc-
tions which resulted in a broader concept of adjusted
gross income (AGI) for tax years after 1986 [1]. The
broadened definition of AGI would, all other things being
equal, reduce the average income tax rate even if eco-
nomic income and tax rates were unchanged. In order to
allow comparisons to be made between average income
tax rates before and after the redefinition of AGI without
being subject to this effect, AGI statistics were recom-
puted for 1985 and subsequent years to match the concept
used for 1979, the year that marked the end of the decade
before the major tax law changes of the 1980°s. Average
tax rates, when based on the 1979 AGI concept, were
13.56 percent for 1985; 13.59 percent for 1986; 13.49
percent for 1987; 13.71 percent for 1988; and 13.58
percent for 1989 [2].

Tax Rates for 1988 and 1989

The Tax Reform Act of 1986 provided a transitional, five-
bracket tax rate structure for 1987 only, with a top
marginal rate of 38.5 percent. For 1988 and subsequent
years, there were two basic tax rates, 15 percent and 28
percent. In addition, the rate structure included a 5 percent
surtax on taxable income within the ranges shown in
Figure A. This surtax resulted in a 33 percent effective
marginal tax rate for taxpayers with income within these
ranges. The surtax effectively phased out the benefits of
having part of the income taxed at a 15 percent rate rather
than at a 28 percent rate. Besides the surtax on income
within the ranges shown in Figure A, a 5 percent surtax
was imposed on income above these ranges in order to

Charles Day is a former economist on the Mathematical
Statistics Team, Yahia Ahmed, Chief. Michael Strudler is
an economist with the Individual Returns Analysis
Section, Jeffrey Hartzok, Chief.

phase out the benefits of the
personal exemptions for
taxpayers and their depen-
dents. At the point where the
tax-saving from personal
exemptions was completely
phased out, the taxpayer’s
marginal tax rate returned to
28 percent (and the average tax
rate on taxable income plus the
phased-out exemption amounts
was equal to 28 percent) [3]. Note that alternative
minimum tax is not included in the determination of
marginal tax rates for purposes of this article. Approxi-
mately 113,600 returns reported $1.0 billion of alternative
minimum tax for 1988. About 117,500 returns reported
alternative minimum tax, which totaled $0.8 billion, for
1989.

Along with the change in tax rate structure starting with
1988, the tax treatment of certain income and deductions
was gradually changed. The phase-in of limitations on
“passive” losses continued for 1988 and 1989, along with
the phase-out of the itemized deduction for personal
interest [4]. For 1987, an amount equal to 65 percent of
passive losses generated by activities in which the tax-
payer had an interest prior to October 22, 1986, and which
commenced prior to that date, was allowed as an offset
against “active” and portfolio income. For 1988, the
allowance was reduced to 40 percent, and for 1989, to 20
percent. This limitation did not, however, apply to certain
real estate losses [5]. For 1987, the deduction for personal
interest was limited to 65 percent of the total. For 1988,
the phase-out continued, with the deduction limited to 40
percent. For 1989, it was limited to 20 percent.

Under the 1986 Act, all capital gains were to be treated
as ordinary income, although for 1987, net long-term
capital gains were taxed at a maximum rate of 28 percent.
With the establishment of the 28 percent top marginal rate
for all income for 1988, this provision no longer applied.

Also under the 1986 Act, investment income (such as
interest or dividends) in excess of $1,000, reported on
returns filed for dependents under age 14, was taxed as if
it were their parents’ income (using Form 8615) when this
resulted in a larger combined tax liability. However, for
1989, parents were allowed the option of reporting the
income of dependents under age 14 on their own returns
(using Form 8814), if the dependents’ income consisted
entirely of interest, dividends and Alaska Permanent Fund
dividends totaling between $500 and $5,000; and if there
were no “backup withholding,” estimated tax payments or
overpayment credits from 1988 returns to be applied to
the tax on dependents’ income [6, 7]. This accomplished

With income
defined the same,
tax averaged 13.58

percent (1989) and
13.56 percent
(1985) based on
“taxable returns.”
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[Money amounts are in whole dollars]

Individual ‘Inc'o‘me Tax Rates and Tax Shares, 1988-1989

Ranges of Taxable Income to Which the Portlon of the 5 Percent Surtax Due to Phasing Out of the 15 Percent
Bracket Applied, by Filing Status, Tax Years 1988 and 1989

Tax Taxable income range by filing status .
year . Single Head of housshold Married filing jointly Married filing separately
. () (2 (3) - @
19B8.....ccimiiirene s 43,150 - 89,560 61,650 - 123,790 . 71,900 - 149,250 35,950 - 113,300
1989....cvii i 44,900 - 93,130 64,200 - 128,810 74,850 - 155,320 37,425 - 117,895

the same purpose for 1989 with respect to the taxation of
dependents’ investment income and eliminated the need
to have separate returns filed for the dependents.

to two 28-percent marginal tax rate categories. The one

returns with taxable income large enough so that some
income was taxed at 28 percent, but small enough to be
below the threshold for the 5 percent surtax. The other,
labeled “28 percent (above the 5 percent surtax),” in-

~ which the 5 pe_rc‘er'lt‘ surtax applied. Figure B presents the
percentages of “modified” taxable income'and the basic

returns with these marginal rates. (Modified taxable
income is the same as taxable income for most returns in

small proportion of returns in the sample used for the
statistics were prior-year returns received by the Internal
. Revenue Service during the current-year filing period.
These returns were included in the sample as proxies for
current-year returns received in later filing periods. Tax
on these prior-year returns was computed from taxable

sistencies, because it would be unusual for the same

This article, and Tables 1 through 4 which follow refer

labeled “28 percent (below the 5 percent surtax)” includes

~cludés returns with taxable income above the range on

- individual income tax (before reduction by tax credits) on

the sample on which the statistics were based; however, a

income using the tax law applicable to the [prior] year for
~ which the return was filed. This could have led to incon- _

reason, taxable income for these prior-year returns was
modified by substituting the taxable income necessary to
generate the amount of tax for the return, using the cur-
rent year's tax law.)

Figures C and D include statistics on average tax and
tax rates from 1985 through 1989 based on “taxable
returns,” i.e., returns that showed an income tax liability.
This period consisted of three-distinct sub-periods: (1)

- Tax Years 1985 and 1986 (the last 2 years under the -

Economic Recovery Tax Act of 1981, or ERTA, which‘

.| of tax bracket boundaries for inflation); (2) Tax Year

1987 (the first year under the Tax Reform Act of 1986,
which provided a 1-year transitional five-bracket tax rate
structure and began a phase-in of most of the new provi-
sions that resulted in a broadened definition of AGI); and
(3) Tax Years 1988 and 1989 (the first 2 years under the
two-rate bracket structure coupled with the 5 percent
surtax, during which time new provisions limiting certain
types of losses and deductlons were more fully 1mple-
mented). U

Care should be taken when comparing average tax rates
for 1987 and subsequent years with those for prior years.
The Tax Reform Act of 1986 broadened the definition of
AGI by limiting or eliminating many special provisions
[8]. All other things being equal, this redefinition of AGI,

which increased AGI, would act to decrease the average

amount of taxable income to generate the same amount of
tax rate. Figure C shows both unadjusted average tax rates

tax when different laws applied to different years. For this

Figure B

Percentage of Modified Taxable Income and Income Tax Generated on Returns with the Indicated Marglnal
Tax Rate, Tax Years 1988-1989 *

) Marginal t;x Percentage of modified taxable income Percentage of income tax generated . _ .
rate - 1988 1989 1988 1989
1) @ (3) (4)
_ All rates. '100.0 100.0 100.0 100.0°

15 percent rate...........occetreensirceerennennens Ll ;312 . 311 23.3 23.2
28 percent rate (below the 5 percent sunax) ............... [ I ©39.0° 40.0 368 38.0
33 percent rate. 124, 13.4 15.8 17.1
28 percent rate (above the 5 percent surtax)................c.o..... 17.3 155 24.1 21.6

' Two special categories of returns, both having to do with the taxation of dependents' income, are shown in Tables 1-4 at the end of this article, but are not shown here because
of their small effect on the totals. -
NOTE: Detail may not add to totals because of roundmg




Individual Income Tax Rates and Tax Shares, 1988-1989

Adjusted Gross Income, Total Income Tax, Average Tax Rate and Average Total Income Tax, Tax Years 1985-1989

[Money amounts are in billions of dollars, except where indicated]

Taxable returns
Average per return !
Tax Total number Number Adjusted Total Average Current dollars Constant dollars 3
year of returns of gross income income tax rate Adjusted Total Adjusted Total
returns (less deficit) tax (percent) 2 gross income income tax gross income income tax
(whole dollars) | (whole dollars) | (whole dollars) | (whole dollars)
[4)) 2 ) (4) () 6) () (8) (9)
Using each tax year's adjusted gross income concept
101,660,287 82,846,420 2,259 326 14.42 27,268 3,931 26,342 3,653
103,045,170 83,967,413 2,440 367 15.056 29,062 4374 26,516 3,091
106,996,270 86,723,796 2,701 369 13.67 31,142 4,257 27,414 3,747
109,708,280 87,135,332 2,990 413 13.81 34,313 4,738 20,005 4,005
112,135,673 89,178,355 3,158 433 13.71 35,415 4,855 28,560 3,915
Using common adjusted gross income concept

101,660,287 82,846,420 2,403 326 13.56 29,003 3,931 26,954 3,653
103,045,170 83,967,413 2,703 367 13.59 32,194 4,374 29,374 3,991
106,996,270 86,723,796 2,736 369 13.49 31,551 4,257 27,774 3,747
109,708,280 87,135,332 3,011 413 13.71 34,556 4,738 28,210 4,005
112,135,673 89,178,355 3,188 433 13.58 35,752 4,855 28,832 3,915

' The average adjusted gross Income, average total income tax and average tax rate were calculated from unrounded data.

2 Average tax rate is "total income tax" (column 4) as a percentage of adjusted gross income (AGI) (column 3).

3 These statistics are adjusted using the Bureau of Labor Statistics' Consumer Price Index (1982-1984=100).

4These statistics are based on adjusted gross income (AGI) recomputed to reflect the Tax Year 1979 concept, thus enabling more valid comparisons to be made of the average tax
rates among years. Changes in the definition of AGI among years render direct comparison of the unadjusted figures misleading. For additional information, see Statistics of Income

--Individual Income Tax Returns, for 1985 through 1989,

NOTE: Because data in columns 2-9 are based only on taxable returns, i.e., returns with an amount reported for total income tax liability, they are not comparable with data in
Tables 5-6 at the end of this article (which are based on the larger number of returns with a positive amount reported for adjusted gross income) and in Tables 7-8 (which are based

on all returns filed).

(which show the expected decrease between 1986 and
1987) and adjusted rates based on the 1979 concept of
AGI [9]. The average tax rates before and after tax reform
based on the common AGI concept differ little, revealing
that the change in the unadjusted numbers between 1986
and 1987 resulted mostly from the differing definitions of

" AGL Figure D presents the average total income tax for
Tax Years 1980 (the year prior to the enactment of
ERTA) through 1989 for taxable returns. (For further
information on the number of returns, income tax and
average tax, by size of AGI, for Tax Years 1987-1990, see
Table 3 of the Selected Historical and Other Data section
of this issue, and Statistics of Income-— 1987, Individual
Income Tax Returns.)

Computation of Tax
Figure E shows the computation of taxable income for
1988 and 1989. Taxable income was the amount on which
income tax before credits (not including additional,
special taxes) was computed. For both years, taxable
income equaled AGI less the personal exemption amount
and less either the standard deduction (including the
additional amounts for age and blindness) for taxpayers
who did not itemize deductions, or total allowable
itemized deductions for all other taxpayers.

Taxes were based on taxable income according to tax
rate schedules that varied with taxpayer filing status.
There were separate rates for single persons, married

persons filing joint returns, married persons filing sepa-
rate returns from their spouses, and heads of household
[10, 11]. As already stated, the 1988 and 1989 rates for
each filing status ranged from 15 to 28 percent; for 1987,
they ranged from 11 to 38.5 percent (with a 28 percent
maximum rate on net long-term capital gains).

For Tax Year 1988, taxpayers used one of three meth-
ods when figuring their initial tax liability (Figure F). If
they were not dependents under 14 years of age with
investment income in excess of $1,000, they used either
the (look-up) tax tables or the tax rate schedules to deter-
mine tax. Taxpayers with taxable income under $50,000
were required to use the tax tables, which simplified the
calculation of tax. Those with taxable income of $50,000
or more were required to use the tax rate schedules.
Although taxpayers did not have a choice between using
the tax table or tax rate schedules, the two methods could
produce slightly different results for the same taxable
income amount. The amounts shown in the tax tables
were based on the same computation as the tax rate
schedules, but used the midpoints of “taxable income
brackets™ (generally $50 wide) as the basis for deriving
the tax. In addition, tax tables rounded the resulting tax to
the nearest whole dollar. Since the highest marginal
income tax rate used in the 1988 tax tables was 33 percent
and, with the tax table brackets no wider than $50 and the
tax calculated on the midpoint of the bracket, the maxi-
mum deviation in tax between the tax tables and the tax
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rate schedules was $8.33. In most cases the deviation was
substantially less. The tax liability from the tax tables
could be either higher or lower than that computed from
the tax rate schedules [12].

If a taxpayer were a dependent under age 14 and had
over $1,000 of investment income, his or her tax was
computed using Form 8615, Computation of Tax for
Children Under Age 14 Who Have Investment Inconie in
Excess of $1,000. This assured that any investment in-
come over $1,000 reported by these taxpayers was taxed

as if it were the income of their parents, if a larger com-

bined tax resulted from this treatment. In this case, the'

actual tax liability of the child could have been calculated

using either of the methods described previously, depend-
ing on the particular circumstances of the parents, the

child and any other chlldren for whom a Form 8615 had -
" to be filed.

Another o;rtlon ex1sted for Tax Year 1989 (shown in

Figure F). Parerits could ré'po‘rt'..‘the:income of dependents’ -

under age 14 on their own returns, if the dependents’
income (1) consisted only of interest, dividends or Alaska
Permanent Fund dividends, and (2) totaled between $500
and $5,000; and if the dependents (1) made no estimated
tax payments, (2) had no “backup withholding™ and (3)
had not asked that.a 1988 overpayment be credited to-
wards their 1989 estimated tax. Using Form 8814, Par-
ents’ Election to Report Child's Interest and Dividends,
the first $1,000 of the dependent’s income was taxed at 15
percent, while the rest was taxed as if it were the parent’s
income; all of this tax was reported on the parent’s return.

Margmal Tax Rates
When tax is calculated, different portions of taxable

. income are often taxed at different rates. For example, the

first $17,850 of taxable income on a single taxpayer s
return was taxed at 15 percent for 1988. After the ceiling

Taxable Returns Average Total Income Tax, Tax Years 1980 1989

Dollars per ‘return

5000 - ,
' a8s5
4,738
4750 | .
4,500
4,250 |
w10 a07a :
) 3,991 4,005
4,000 |- ’ L
’ Current t_:!ollars P e 3,915
./ 3,747
""5,653 Constant dollars
L (1 I ] ]
1980 1981 1982 1983 1984 1985 - 1986 1987 . 1988 1989
Tax Year '

NOTE: Constant dollars are based on Consumer Price Index (1982-1984=100) computed by U.S. Depanment of Labor, Bureau of Labor
Statistics, and published in the Economic Report of the President, February 1992.
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I - 5 peren racket was nd o i, e

first $18,550 was taxed at this rate for 1989. If the single

Computation of Taxable Income from Adjusted taxpayer had more than $17,850 in taxable income for
Gross Income. Tax Years 1988 and 1989 1988 ($18,550 for 1989), then the next $25,300 ($26,350)
- was taxed at 28 percent. In general, the tax rate that

Adjusted gross income . applied to the last dollar of income (given certain assump-
tions about which source of income provided the last
dollar of income subject to tax) is called the “marginal tax

Less: Deduction amount (for those who itemized

deductions)
or rate” for that return. ,
Standard deduction Prior to 1988, the marginal tax rate for a return was the
Total exemptions times exemption amount * highest rate applied to any amount of income on that
. return. Starting with Tax Year 1988 this was true only for
Equals: Taxable income returns which showed taxable income equal to or less than
' The exemption amount for 1988 was $1,950 and for 1989 it was the maximum amount to which the 5 percent surtax
$2,000. applied. If the total amount of taxable income was within

Feer

Determination of Method for Computing Income Tax, Tax Years 1988 and 1989

START
Was Was
taxpayer a No there taxable No Use tax
dependent under income over tables
age 147 $50,0007
Yes Yes
Use tax rate
1988 schedules
Was
there taxable
income between .
M rt
$500 and $5,000, all from Yes pandiisioring
interest or dividends, and was usi;g Form 8814
no tax withheld or no
estimated tax
payments
made?
Use Form 8615 to
v . Yes ensure that investment
o over $1,000 in income over $1,000 was
taxed as if it were
income of parents

Use tax rate there taxable | Usetax
schedules income over tables
$50,000?
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the range of income to which the 5 percent surtax applied,
the taxpayer was considered to have a 33 percent marginal
rate. If the taxpayer had some income subject to the 33
percent rate but had income in excess of the maximum -
amount subject to the surtax, he or she was considered to
have a 28 percent marginal tax rate. (See the appendix for

.a more general discussion of the margmal tax rate con-.

cept.)

Tables 1 through 4 present 1988 and 1989 margmal tax
rate data. These data are based on the items of income that
were subject to tax, generally those included in' AGI.
(Some forms of economic income, such as interest on .
State and local Government obligations, were not subject
to Federal income tax and, thus, were not included in -

" AGI. Nontaxable forms of income were not included i in

income for purposes of determining marginal tax rates in
the tables.) It was possible, however, for the’ recelpt of
some forms of tax-exempt income to influence the .
taxablllty ‘of other incomes, such as social securlty ben-

 filed for dependents under age 14 with.more than $1,000

-chose to include the investment income of their depen-

“efits. When this occurred, the- income which-was made’
taxable by the receipt of other forms of nontaxable in-

" come was included in AGI and was used in the determma-'

tlon of marginal tax rates.

Al returns included-in i Tables 1 through 4 showed some

taxable income: Of the 109,708,280 individual tax returns
filed for 1988, there were 90,186,916 that:showed (modi-

fied) taxable income, while 19,521,364 did not. Of the -

112,135,673 returns filed for 1989; there were 92,211,584
with (modified) taxable income and-19,924,089 without
such income. Figure G presents data for Tax Years 1988
and 1989 on: (1) the proportion of returns with modified-
taxable income by marginal tax rate, (2) the proportiOn"'of

" modified taxable income reportéd on returns by marginal

' Number of Taxable Returns Modifled Taxable Income and Tax Generated by Margmal Tax Rate, Tax Years
1988 and 1989. .

lMoney amounts are in mllllons ot dollars]

rate and (3) the propomon of total tax repor’ted on retums
at each marginal rate. (Modified taxable income, as noted
above, differs only slightly from taxable income on the
tax return; it is also described in the Explanation of
Selected Terms section below.)

Several of the marginal tax rate classifications deserve '
special mention. In the 1988 tables, two different 28
‘percent rate classifications appear. The first of these i is,
described earlier in this article as “28 percent (below 5
percent surtax),” and the second is descrlbed as “28
percent (above 5 percent surtax).”

Returns were classified as “Form 8615 if they were

in investment income. The 1989 tables show the same -
marginal tax rate classifications as the 1988 tables plus a-
Form 8814 classnflcatlon for returns on which parents

dents, and on which no tax liability was reported other
than that generated by the dependents’ income.-

“Tables 1 and 3 classify tax returns by margmal tax rate
and filing status. Tables 2 and 4 cla551fy returns by size of
AGI. Tables 1 and 2 are for 1988. Tables 3 and 4 are for
1989. Two classification schemes are used in Tables 1-
and 3. In columns 1 through 9, 13 through 21, 25 through
33, 37 through-45 and 49 through 57, a return was c]as,si-”
fied according to its applicable marginal tax rate. For
example, column 1 of Table 1 shows that there were
22,226,008 returns for which the marginal tax rate was 28
percent (and which showed taxable income below the
threshold for imposition of the 5 percent surtax). Columns
5 and 6 show that, for these returns, the “tax generated” -
on réturns with “tax generated™ at both the 15 percent and
28 percent (below the 5 percent surtax) rates totaled

. Margin'al e - Number. of retiirns ,~. Modified taxable income . " Income tax generated '
Corateitem IR R 1988 © [ iese © 1988 . " 1989
’ (y @ (3) (5) (6) ()
Al retur , " 90,186,916 - 92,211,584 2,073,890 2,177,433 417,502 - 436,431
- 15 percent rate : PR .| —63,901,793 ~64,823,867 - 647,742 676,341 - 97,131, 101,420 -
28 percent rate (below the 5 peroent surtax) 2. 22,226,008 23,111,722 809,363 871,953 " 153,717 165,705 -
33 percent rate 2,925,698 -. '3,188,030 256,632 291,152 65,835 74,696
28 percent rate (above theSperoent surtax) %.... 748,828 - -, 729,455 359,094 .336,780 100,546 - 94298 .
Form 8615.4... 384,588 ' . 351,582 1,058 1,203 272 w3
Form 8814.5. e . (8) . 6,929 (6) 4,553 () - |~ . 685

. * Represents the income tax generated at all rates on returns of taxpayers with the’indicated marginal tax rate. . o : ;
‘2 Represents returns with a 28 percent marginal tax rate with taxable- income below the level to which the 5 percent surtax applled. N o : . s i
3 Represents returns with a 28 percent marginal tax rate with taxable i income above the level to which the 5 percent surtax applied. : ‘
4 Filed by dependents under age 14-with investment income over $1,000 to ensure that their investment income was taxed as if it were their parents'.
$ Represents returns filed by parents reporting investment income of their dependents over $1,000, when the dependents income generated all of the tax reported
6 The provisions that allowed reporting of dependents’ income on returns filed: by the parents did not take effect until Tax Year 1989.

NOTE: Detail may not add to totals because of rounding.
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$153.7 billion, of which $69.6 billion of tax was “gener- _

ated” solely at the 28 percent marginal rate.

In columns 10 through 12, 22 through 24, 34 through
36, 46 through 48 and 58 through 60, a return was classi-
fied by each rate that generated a tax. For example,
columns 10, 11, and 12 show that 25,152,706 returns had
some income taxed at the 28 percent rate (below the 5
percent surtax); the (modified) taxable income subject to
this rate was $355.2 billion, and the resultant tax gener-
ated at this rate was $99.5 billion.

The “tax generated” at each specific tax rate, from the
15 percent rate to the 28 percent rate (above the 5 percent
surtax), as well as the corresponding number of returns
and the taxable income classified by size of AGI, are
presented in Tables 2 and 4. For example, column 1 of
Table 2 shows that, for Tax Year 1988, there were
9,191,617 returns with (modified) taxable income that
showed an AGI between $20,000 and $25,000; column 3
shows that these returns had (modified) taxable income of
$123.5 billion; column 4 shows that these returns gener-
ated $18.7 billion of tax. Column 8 shows that 1,206,904
of these returns had a portion of income taxed at the 28
percent rate. Column 9 shows that these returns had $1.4
billion of (modified) taxable income subject to the 28
percent rate, and column 10 shows that $391.8 million of
tax was generated at this rate by these returns.

Derivation of Tax

Regular Tax

Tables 1 and 3 include two amounts of income tax: “tax
generated” and “income tax after credits.” Both were used
to determine the total income tax amount. Tax generated
was the initial tax computed when tax rates were applied
to taxable income. Column 5 in Table 1 shows that, for
1988, approximately $417.5 billion of tax was generated
by applying the tax rates to taxable income. For most
taxpayers, tax generated was equal to income tax before
credits. For others, income tax before credits was derived
by adding the special taxes on accumulation distributions
of trusts and lump-sum distributions from qualified
retirement plans (when the special 10-year averaging
method was used) to the tax generated from the tax rate
schedules. Income tax after credits was derived by
subtracting tax credits, in the following order: the credit
for child and dependent care, the credit for the elderly or
permanently and totally disabled, the foreign tax credit,
the general business credit, the credit for prior-year
minimum tax and the earned income credit. (The earned
income credit, in this instance, is included to the extent
that its application did not reduce tax below zero; this
amount therefore excludes the refundable portion of the

Derivation of 1988 and 1989 Total Income Tax

as Shown in Statistics of Income
[Money amounts are in billions of doliars]

Tax year
Iltem 1988 1989
Tax generated trom tax rate schedules or
tax table. 417.5 436.4
PLUS: Taxes from special computations, totaf ... 1.3 1.8
Tax on accumulation distributions of trusts...... n.a. n.a.
Tax on lump-sum distributions from
qualified retirement plans............c.coevevnnenne n.a. n.a.
EQUALS:
Income tax before credits.............ccoeereveeveaannnn. 418.9 438.2
LESS: Tax credits, total...... 7.0 6.1
Child-care credit 3.8 24
Foreign tax credit............. 1.4 13
General business credit... 0.7 0.6
Elderly or disabled credit...................ccoeenennes 0.1 0.1
Earned income credit (limited to the amount
needed to reduce total income tax to zero). 1.1 14
Credit for prior-year minimum tax.................... 0.2 03
Other credits..........c.cooevreinnene (") (')
EQUALS:
Income tax after credits...... . 411.8 4321
PLUS: Alternative minimum tax...........cccoccveerenene 1.0 0.8
EQUALS:
Total income tax. 412.9 432.9

n.a. - Not available.
' Less than $0.05 billion.
NOTE: Detail may not add to totals because of rounding.

credit.) Income tax after credits on returns with (modi-
fied) taxable income, shown in column 7 of Table 1,
amounted to more than $411.7 billion.

Figure H shows the derivation of aggregate income tax
for 1988 and 1989 for returns with (modified) taxable
income. Total income tax, used in Figures C and D but
not shown in Tables 1 through 4, is the sum of income tax
after credits and the alternative minimum tax [13]. Tax
attributable to the alternative minimum tax, which was
computed on a different base from that used for the
statistics in these two tables, is excluded from Tables 1
through 4.

ARernative Minimum Tax

The Revenue Act of 1978 instituted the “alternative
minimum tax,” or AMT. Revised several times since its
inception, this tax required the recomputation of income
by including certain items which were otherwise deduct-
ible; restricting use of certain accounting methods; and
disallowing certain benefits received in the form of
deductions and exclusions, all of which served to reduce
an individual’s average tax rate. The use of a recomputed
income amount in this calculation was part of a continu-
ing effort to insure that individuals did not use provisions
of the tax code meant to stimulate economic activity and
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58

~Cial institutions over the allow-

" bad debts.

L ,J"-',, E—

“I' - geherate substantial “economic income’ wrthout mcurrmg'_-:.f_ -

at least some tax on this income.

Figure I shows the derivation of “alternative-minimum -

taxable income™ (AMTI) for 1988 and 1989. For 1988

~and 1989 the alternative minimum tax was little changed

from-1987. Beginning with Tax Year 1988, an adjustment
was made for refunds of taxes that were not allowed as
deductions for alternative minimum tax (AMT) purposes
for 1987. Another new adjustment disallowed (for AMT
purposes) the favorable tax treatment of incentive stock -

options exercised after 1987. This replaced the tax prefer- .

ence item for the excess of a
share’s market value over the
option price when a stock option
was exercised. For 1989, onie
preference used in the calcula-
tion of AMTI was eliminated.
This was the excess of reserves
for losses on bad debts of finan-

The top 5 percent of
all tax returns for
1989 reported 28.9
percent of total

’adjusted gross

able deduction if the institution income and 43.6

maintained a reserve that accu-
rately reflected: the incidence of

percent of total
N income tax;

The alternative minimum tax
was computed from AMTI using the following steps.
First, AMTI was reduced by an exemption amount. For

both .1988.and 1989, the AMTI exemption for single filers.
‘was $30,000; for joint filers, $40,000; and, for married

persons filing separately, $20,000. The exemption was
reduced or eliminated above certain levels of AMTI. The
exemption was reduced (but not below zero) by 25 per-
cent of the amount by which AMTI exceeded threshold
levels. For filers who were single, joint or married but
filing separately, the phase-out began at $112,500,
$150,000 or $75,000 of AMTI, respectively; and ended at
$232,500, $310, 000 or $155,000, respectlvely (For 1989,

dependents filing their own returns were further limited to '

an exemption of $1,000 plus their “earned income.”)
After reduction by the exemption amount, AMTI was
subject to tax at a 21 percent rate. The result was reduced
by the alternative minimum tax foreign tax credit, yield-
ing a tentative minimum tax. The taxpayer’s regular tax -

" before credits‘(including additional taxés from'accumula- -

tion distributions of trusts or lump-sum distributions from
qualified retirement plans for'1989), less the foreign tax
credit, was then subtracted from the tentative minimum
tax, yreldmg the alternative minimum tax;.or AMT. ‘For -

1989, if Form 6251, Alternative Minimum Tax for Indt—
_ viduals, was prepared for a dependent under age 14, then

the dependent’s alternative minimum tax could be re-.

ducéd if the parent.had regular.tax. greater.than his or her. -
own tentative minimum tax, or if any other dependent
under age 14 of thé same parents had regular tax greater
than his or her own tentative minimum tax. .
Figure J provides a summary of data from the alterna-
tive minimurn tax computation reported on Form 6251.

Income and Tax Shares :
Tables 5 through 8 present statistics on AGI and tax by
AGI percentile. Tables 5 and 6 use-AGI, as defined for
each year, as a variable for stratifying by percentlle and
also as a data item. These two tables are useful for many
purposes, particularly for comparisons across AGI-
percentile classes within a year, and for comparisons
" between years within the ERTA period, or within the

post-1986 tax reform period.‘Tables 5and 6 aré not useful
for comparisons of data between the years before 1987
‘and those for. 1987 and beyond because of the redefinition
of AGI included in the 1986 law change. Tables 7 and 8

_ use AGI as recomputed for each year, using the definition

- applicable to Tax Year 1979. These tables are, therefore, °
useful for comparrsons between the pre- and post-tax
“reform periods. (Tables 5 and 6 present statistics that -

~ focus on returns with positive amounts repoited for AGI; .
“Tables 7 and 8 are based on all returns filed. Data in the
two pairs of tables are, therefore, not altogether compa-

- rable.)

Tables 5.and 7 present data cumulated from the highest
1 percentlle based on AGI to the 50th percentile. Tables.6
~ and 8 present data cumulated from the lowest (99th)
percentrle to the 50th percentile. For example to use
Table 5.to find the number of tax returns comprising the
highest 5 percent of AGI for. Tax Year 1987, one needs to
first find the section for “Number of returns,” then read
across.the row for Tax Year 1987 until column 3 is
reached. This shows that there were 5,307,738 returns that

-.accounted for the top 5 percent of AGI. The amount of
AGI needed to be included in this group is found in'the
section called “Adjusted gross income floor on percen-
tiles.” (To help interpret the data from year to year,
statistics on the AGI floor are also presented in constant

. dollars.) Reading across for Tax Year 1987 one discovers
‘that a return needed at least $68,414 in AGI to be in-

. cluded in the top_5 percent of returns based on AGI. The
average tax rate for these taxpayers may be found in the
block titled “Average tax rate.” Reading across for Tax -
Year 1987, one finds that the average tax rate (or effective
tax rate) for these returns was 22.10 percent

Explanatlon of Selected Terms
Brief explanations of the major tax concepts dlscussed in
thrs artlc]e follow For more extensrve defmmons see
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Calculation of Alternative Minimum Taxable Income (AMTI), Tax Years 1988 and 1989

Taxable Income

PLUS: Net operating loss deduction
PLUS: Adjustments
B Standard deduction
B Personal exemptions
B The lesser of deductible medical and dental expenses or 2.5 percent of adjusted gross income
W Miscellaneous itemized deductions subject to the 2-percent-of-adjusted gross income limitation
B Deductions for State and local income, real estate and foreign taxes
B Refunds of State and local income, real estate and foreign taxes previously deducted (negative)
B Deductions for personal interest
B Other interest adjustments !
8 Excess of depreciation on property placed in service after 1986 over less liberal methods allowed for alternative minimum tax purposes (straight-fine or 150-percent
declining balance method, depending on the type of property)
B Excess of mining exploration and development costs paid or incurred after 1986 over allowable amortization had costs been capitalized (the result could be negative)
W Excess of circulation and research and experimental expenditures paid or incurred after 1986 over allowable amortization had expenditures been capitalized (the
result could be negative)
B Deferred income from long-term contracts entered into after February 28, 1886, with certain exceptions and limitations (the result could be negative)
B Excess of rapid amortization of pollution control facilities placed in service after 1986 over otherwise aliowable depreciation (the result could be negative)

B Adjustment from disallowing the instaliment sales method of accounting for sales of inventory and stock in trade after March 1, 1986, with certain exceptions (the

result could be negative)

B Adjustment of gain or loss on of property disposed of after 1987, the basis of which was affected by accelerated depreciation or rapid amortization and which was
reduced for alternative minimum tax purposes; and on incentive stock options which were exercised after 1987, the price paid by the taxpayer on which exceeded the
value of the option when exercised (the resuit could be negative)

B Adjustment for refigured loss from activities in which allowable losses from partnerships or S Corporations were limited by "at-risk” and other rules, taking into account
alternative minimum tax adjustments and preference items (the result could be negative)

B Adjustment for refigured tax shelter farm losses, taking into account alternative minimum tax adjustments and preference items

B Passive activity loss allowed for regular tax purposes for activities acquired before October 23, 1986, taking into account alternative minimum tax adjustments and
preference items

W Difference between income distributions to beneficiaries of estates and trusts for regular tax purposes and the amounts refigured for alternative minimum tax
purposes

PLUS: Tax Preference items

B Excess of accelerated depreciation on real property placed in service before 1987 over straight-line depreciation as refigured for alternative minimum tax purposes

8 Excess of accelerated depreciation on leased property placed in service before 1987 over straight-line depreciation as refigured for alternative minimum tax purposes

B Excess of rapid amortization on pollution control facilities placed in service before 1987 over aflowable depreciation

B Excess of deduction for charitable contributions of appreciated property over the basis of the property

B Amount by which the excess of intangible drilling costs deducted currently over allowable amortization (if these costs had been capitalized) was more than 65 percent
of the taxpayer's "net income" from oil, mineral and geothermal properties, but with exceptions

B Tax-exempt interest from private activity bonds issued after August 7, 1986

B Excess of percentage depletion deduction for mineral reserves over their adjusted basis

B For Tax Year 1988, excess of reserves for losses on bad debts of financial institutions deducted, over the allowable deduction if the institution had maintained a

reserve that reflected actual bad debt losses

MINUS: Alternative tax net operating loss deduction

EQUALS: Alternative minimum taxable income

! Includes interest attributable to the amount in excess of the remaining balance of a mortgage loan, when that loan had been refinanced for an amount greater than the remaining
balance, and when that excess amount was not used for home improvements. Also includes the difference between ithe deduction for “investment interest expense"” for regular tax
purposes and the amount refigured for alternative minimum tax purposes.
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Selected Data from Alternative Mlmmum Tax Computatlon by Size of Adjusted Gross Income, Tax

Year and size of Total adjustments Total tax preferences Alternative minimum tax
adjusted gross income Number of returns Amount Number of returns Amount Number of returns Amount
() 2 @) 4 _(5) (6)
1988 '

All returi 4,124,1 63 77,101,827 997,388 4,553,946 113,562 1,027,884
No adjusted gross income............ccecvuninnnnras 54,746 3,062,334 16,588 168,538 , 5,940 108,122
$1 under $10,000. 150,011 871,614 32,719 31,368 o 28 714
$10,000 under $20,000. : 162,823 1,264,917 43,709 - 30,680 2,703 16,969
$20,000 under $30,000...........ccomrirrvisncnenne 194,281 2,038,322 46,676 - 86,665 4,419 23,540
$30,000 under $40,000 272,428 2,749,979 80,053 96,151 7,956 28,482
$40,000 under $50,000, 457,601 4,739,918 79,593 85,725 5,572 25,183
$50,000 under $75,000. 1,034,590 12,384,741 215,248 312,931 14,120 37,664
$75,000 under $100,000.........ccocrrerriniiennnee 588,353 8,205,843 128,712 - 203,108 14,883 54,421
$100,000 under $200,000. . 733,235 . 14,464,516 180,414 707,602 33,887 189,433
$200,000 OF MOTE......cocreecmrirarearernrisrcrissarerenns 486,092 27,318,640 174,217 2,831,176 24,052 -543,357

1989

All returns 4,182,985 77,150,223 805,755 4,527,451 117,483 830,994
No adjusted gross income.............euemneennnans 46,234+ 1,562,897 12,623 145,976 4,820 66,722
$1 under $10,000, 65,094 351,837 25,714 53,564 10,145 6,082
$10,000 under $20,000 - 58,507 444,697 31,830 . 49,003 2,386 12,307

- ~-$20,000.under. $30,000. _ 107,595 965,462 39220 | 143,308 - 2,688 12,685
$30,000 under $40,000 253,013 . 2,128,507 51,797 49825 | T 4284 | TTTe070T T
$40,000 under $50,000 487,387 5,036,634 63,307 - 88,714 4,216 ° ’ 20,275
$50,000 under $75,000 1,127,399 13,435,905 160,560 244,817 19,138 - 54,460
$75,000 under $100,000 674,457 . 9,390,261 94,903 260,104 . 15,461 . 39,056
$100,000 under $200,000...........cceererereinraenes 825,895 ° 15,641,363 163,066 509,701 - - 30,316 149962 )
.$200,000 or more . . 537,401 . 28,202,663 - 162,736 - 2,982, 437 24,029 460,375

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

Statistics of Income——lndzwdual Income Tax Returns for
1988 and .1989. o 4

Adjusted Gross Income.— Adjusted gross income (AGI)
is computed by subtracting statutory adjustments (prima--
rily business, investment or employee-related deductions,
such as payments to a Keogh self-employed retirement
plan and contributions to an Individual Retirement Ar-
rangement, or IRA).from total income recognized under
the tax code. Total income includes, for example, salaries
and wages, taxable interest, dividends and the net
amounts from sources such as business income, rents and
royalties, and sales of capital or other assets.

Marginal Tax Rate.—For purposes of this article,
marginal tax rate is defined as follows: (1) if a return
showed an amount of taxable income below or equal to
the maximum amount to which the 5 percent surtax was
applied, then the marginal tax rate of the return is the
highest rate at which any amount.of taxable income

amount of taxable income in excess of the amount to:
which the 5 percent surtax applied, then the return was -
defined to have a 28 percent marginal tax rate. For tabula-
tion purposes returns of dependents with a Form 8615
attached are shown separately when the use of thls form
resulted in the taxation of the dependent’s income as if it
were that of his or her parents. For 1989, returns of
parents choosing to report the interest and dividend

reported on the return was taxed; or.(2) if a return had an .

income of their dependents under age 14 on their own
(i.e., the parent’s) return using Form 8814, are shown
separately when the child’s income generated the only tax
liability on the parent’s return. The alternative minimum
tax is not included when marginal tax rates are determined
- (for purposes of this article). Credits, such as the earned
income credit, are also excluded from consideration. For a
more general discussion of margmal tax rates, see the
appendix, below.

~ Modified Taxable Income —Each year, a small number
of returns for prior tax years are filed during the calendar
year in which the Statistics of Income sample for the
current tax year is being selected. A few of these returns
are selected for the sample and act as proxies for returns .

' for the' current tax year that will.be filed during a later
year. The tax on these returns is based on a previous
year's tax law_(whlch may reflect different tax rates and
.income concepts). For purposes of the statistics, taxable

. income is adjusted to equal an amount necessary to -

generate; using current-year rates (“modified taxable
income™ in the statistics), the tax actdally‘ shown on the'
return. This estimated amount is used to represent the
taxable income for these returns. :

Taxable Income.—Taxable income was AGI less the *
sum of personal exemption amounts and either the stan--
dard deductions for non-itemizers or total ltemlzed deduc-
tions for all others.
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Taxable Returns.—For 1988 and 1989, a return was
considered “taxable” if it showed an amount of income
tax after tax credits or if it had “total income tax” (which
included the alternative minimum tax). The following
additional taxes were not recognized in determining
taxable returns: self-employment tax; tax on recapture of
prior-years’ investment or low-income housing credits;
social security tax on certain tip income; and the penaity
tax on premature distributions from, and excess contribu-
tions to, Individual Retirement Arrangements (IRA’s).

Tax Generated.—This was the tax calculated from the
tax rate schedules (or look-up tax tables) on taxable
income. It did not take into account the alternative mini-
mum tax or the effect of tax credits. For most returns
(those without a tax on lump-sum distributions from
qualified retirement plans or a tax on accumulation distri-
butions of trusts), tax generated equaled income tax
before credits.

Total Income Tax.—Total income tax was the sum of
income tax after credits and the alternative minimum tax.

Data Sources and Limitations

The statistics for 1988 and 1989 are based on samples of
individual income tax returns (Forms 1040, 1040A and
1040EZ) filed with the Internal Revenue Service in 1989
(for Tax Year 1988) and in 1990 (for Tax Year 1989).
Returns in the samples were stratified based on the larger
of “total income” (or “total loss™); size of business plus
farm receipts; the presence or absence of Schedule C,
Profit (or Loss) from Business or Profession; Schedule F,
Farm Income and Expenses; Form 4835, Farm Rental
Income and Expenses; Form 1116, Computation of
Foreign Tax Credit—Individual, Fiduciary, or Nonresi-
dent Alien Individual; and Form 2555, Foreign Earned
Income. Returns were selected at rates ranging from 0.02
percent (for the more numerous, smaller-sized, homoge-
neous returns) to 100 percent (for the relatively few

Coefficients of Variation for Frequency
Estimates, 1988 and 1989

Estimated Estimated number
coefficient of of returns
variation 1988 1989
28,566,000 17,228,500
7,141,500 4,307,100
1,142,600 689,100
285,700 172,300
71,400 43,100
31,700 19,100
23,300 14,100
11,400 6,900

returns with large income amounts), resulting in 110,634
returns selected to represent the 109,708,280 returns filed
for Tax Year 1988, and 110,840 returns to represent the
112,135,673 filed for Tax Year 1989. Since the data
presented in this article are estimates based on a sample,
they are subject to sampling, as well as nonsampling,
error. To make proper use of the statistical data provided,
the magnitude of the potential sampling error needs to be
known. (For information about the samples used for the
other tax years referred to in the statistics, for example, in
Tables 5 through 8, see the Statistics of Income reports for
these years.)

Figure K presents approximate upper level coefficients
of variation (CV’s) for frequency estimates. The approxi-
mate CV's shown here are intended only as a general
indication of the reliability of the data. Since upper level
coefficients of variation represent the “worst case,” they
are strongly influenced by the choice of sampling frac-
tions in the stratum with the lowest fraction sampled. The
apparent large improvement in reliability of the data for
1989 reflects decisions about the size of this fraction
relative to the sampling fractions for other strata, and is,
therefore, not significant. For a number of returns other
than those shown, the corresponding CV’s can be esti-
mated by interpolation. The reliability of estimates based
on samples, the use of coefficients of variation for evalu-
ating the precision of sample estimates and nonsampling
error considerations are discussed in the methodological
appendix at the back of this issue of the Bulletin.

Note that the estimates in Tables 5 through 8 were not
derived by an actual ranking of the returns in the Statistics
of Income sample, but were estimated instead, using a
mathematical technique called “osculatory interpolation,”
applied to tabulations of aggregated data [14]. The tech-
nique attempts to estimate the distribution of returns
within each AGI size class in a table, thus allowing
estimation of values by percentile.

Notes and References

[1] For further information on the Tax Reform Act of
1986, see U.S. Congress, Joint Committee on
Taxation, General Explanation of the Tax Reform Act
of 1986 (H.R. 3838, 99th Congress, Public Law 99-
514), May 4, 1987.

[2] For details on the computation of the adjusted gross
income under the 1979 concept for each year, see
Statistics of Income—Individual Income Tax Returns
for the year concerned.

(3] The surtax was eliminated by the Revenue Reconcili-
ation Act of 1990, beginning with Tax Year 1991, in
favor of a new 31 percent tax bracket, a phase-out of
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' the personal exXemption amounts for taxpayers and

dependents with income above certain thresholds and
a reduction in-the total itemized deductions allowed
taxpayers with adjusted gross income above certain
thresholds. -

[4] A source of income is defined as “passive” if it is

from a trade or business in which the taxpayer does
not “materially participate,” or if it is from a rental
real estate activity. A taxpayer “materially partici-
pates” in an activity if he or she is involved on a

. regular, continuous and substantial basis in.the

operations of the activity.

" [5] The 1986 Act made an exception to the passive loss

general rule for rental real estate activities. For
taxpayers with a (modified) adjusted gross income of
$100,000 or less, up to $25,000 in rental real estate
losses was allowed to offset “active,” i.e., non-
passive, income. (For married taxpayers filing

on Survey Research Methods, 1992, and “Partner-
ships, Partners, and Tax Shelters After Tax Reform,
1987-1989,” Statistics of Income Bulletin, Summer

1992, Volume 12 Number-1.

(6]

(7]

The Alaska Permanent Fund was created to return -
some of the royalties generated by the Alaska
pipeline to the people of the State. Alaska Permanent
Fund dividends are distributions from this fund to
Alaskan residents. :

“Backup withholding™ is the.systern of withhelding

~- tax at a rate of 20 percent on interest, dividend or

bond redemption income, or income from the sale of
securities by the payer if the payee has not provided
him or her with a correct taxpayer .identification
number, or certified to him or her that the payee is
not subject to such withholding. Backup withholding
may also occur if the payer is requested by the

Internal Revenue Service to begin such withholding |

. separately and living s separately for the entire year
the adjusted gross income limit was reduced to

- $50,000 and the losses allowed reduced to $12,500.
Married taxpaverc filing separately and hvmo ‘
together for any part ‘of the year were not ellglble for
the exception.) For taxpayers with adjusted gross
income in excess of $100,000, this $25,000 exception
was reduced by 50 percent of the income in excess of

- $100,000; this effectively eliminated the $25,000

exception for taxpayers with (modified) adjusted

- gross income of, $150,000 or more. All rental real

estate losses in excess of the exception amount were

. subject to the same limitations on their deductibility

as other passive losses.

For more information on limitations on the deduct-
ibility of passive losses, see Hostetter, Susan and

" Bates, Jeffrey, “Individual Income Tax Returns, ‘
Preliminary Data, 1987 Statistics of Income Bulletm :

Spring 1989, Volume 8, ‘Number 4; Middough,
Joseph H., ‘.‘Partnershrp Retumns, 1987, Statistics of

Income Bulletin, Volume 9, Number 3; Nelson, Susan

and Petska, Tom, “Partnerships, Passive Losses, and .
Tax Reform,” Statistics of Income Bulletin, Winter
1989-1990, Volume 9, Number 3; and Petska, Tom
and Nelson, Susan, “Partnerships and Tax Shelters:
An Analysis of the Impact of the 1986 Tax Reform ’
1990 Proceedmgs of the American Statistical '
Association, Section on Survey Research Methods,
1991; and Petska, Tom, “Further Examination of Tax
Shelters in the Post-Reform World,” 1991 Proceed-
ings of the American Statistical Association, Section

=

1]

—

because the payee has persistently failed to properly
report and pay taxes on interest or dividends.

"For more information, see Hostetter, Susan | and
Bates, Jeffrey, “Individual Income Tax Returns,
Preliminary Data, 1987,” op. cit.

Details on how adjusted gross income was recalcu-
lated to match the 1979 concept for each year may

- be found in Statistics of Income—Individual Income

- [10)

1]

[12]

Tax Returns for the year concemed

The 1988 and 1989 tax rate schedules were pub-
lished in the Instructions for Preparing Form 1040,
they are reproduced in Statistics of Income— .
Individual Income Tax Returns for 1988 and 1989.

A taxpayer who did not remarry after the death of a
spouse and who had a dependent living with him or
her was allowed to use “qualifying widow(er) with
dependent child™ as his or her filing status if his or
her spouse had died within 2 years prior to the tax
year for which he or she was filing. Those who
qualified for “qualifying widow(er) with dependent
child” status could use the married f11mg _]omtly tax
rates when calculating their tax.

Figure L, below, demonstrates the slightly different
amounts of tax derived from tax rate schedules and
tax tables for a single taxpayer with an AGI of
-$25,000, one exemption and takmg the standard
deduction.
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[13] Total income tax did not include certain other taxes
reported on the individual income tax return, such as
self-employment tax (social security tax for self-
employed persons), the social security tax on certain
tip income, tax from recapture of prior-year invest-
ment or low-income housing credits, and tax on an
Individual Retirement Arrangement (IRA) or a
qualified retirement plan. These taxes were included
in “total tax liability,” which is also shown in
Statistics of Income—Individual Income Tax
Returns, for 1988 and 1989. For Tax Year 1988,
total tax liability equaled $430.7 billion and was
reported on 89,001,467 returns. For Tax Year 1989,
total tax liability equaled $451.9 billion and was
reported on 91,065,351 returns.

[14] For an explanation of the osculatory interpolation
technique, see Oh, H. Lock, “Osculatory Interpola-
tion with a Monotonicity Constraint,” 1977
Proceedings of the American Statistical Association,
Section on Statistical Computing, 1978.

Example of the Income Tax Calculation for a
Single Taxpayer Who Used the Standard Deduction,
Tax Years 1988 and 1989

[Money amounts are in whole dollars]

Item Amount
1988
Adjusted gross income 25,000.00
Less: Exemption amount...........ccoiveniinnienienicienens 1,950.00
Standard deduction amount...........c.coceevvenrinnne 3,000.00
Equals: Taxable income 20,050.00
Tax based on 1988 tax rates for single taxpayers:
First $17,850 of taxable income taxed at 15 percent.. 2,677.50
Next $2,200 of taxable income taxed at 28 percent... 616.00
Tax on $20,075 of taxable income based on tax
rate schedule for single taxpayers..............c.ceecue 3,293.50
Tax based on 1988 tax table:
Tax on $20,055 of taxable income from the 1988
tax table. 3,301.00
Difference. 7.50
1989
Adjusted gross income 25,000.00
Less: Exemption amount...........cceevviiinenn 2,000.00
Standard deduction amount...............ccceueennene 3,100.00
Equals: Taxable income 19,900.00
Tax based on 1989 tax rates for single taxpayers:
First $18,550 of taxable income taxed at 15 percent.. 2,782.50
Next $1,350 of taxable income taxed at 28 percent... 378.00
Tax on $19,900 of taxable income based on tax
rate schedule for single taxpayers..............cccveeuens 3,160.50
Tax based on 1989 tax table:
Tax on $20,560 of taxable income from the
1989 tax table 3,168.00
Difterence. 7.50

Aprendix: General Definition of Marginal Tax
e

When tax is calculated, different portions of taxable
income may be taxed at different rates. To repeat the
example presented earlier in this article, the first $17,850
of taxable income on a single person’s return was taxed at
15 percent for 1988; the first $18,550 was taxed at that
rate for 1989. If the taxpayer had more than $17,850 in
1988 taxable income ($18,550 for 1989), then the next
$25,300 ($26,350 for 1989) was taxed at 28 percent. In
general, the tax rate that applied to the last dollar of
income eamned (given certain assumptions about the order
in which income-earning opportunities were undertaken)
is called the “marginal tax rate” for that return.

The definition of marginal tax rate used in this article is
not the only one possible. In general, the calculation of a
marginal tax rate for a given return depends upon: (1) the
type(s) of income (e.g., salaries and wages, or investment
income on a dependent’s return) reported on the return,
which affects the type of tax computation used (e.g., use
of the tax tables or tax rate schedules; or of Form 8615,
used for dependents under age 14 with over $1,000 in
investment income; or of Form 6251, used to compute the
alternative minimum tax); and (2) the order in which
income was assumed to be “stacked.” In cases where one
considers how to rank or “stack” different types of in-
come, some of which may be only partially subject to tax
or which may be taxed at different rates, it is necessary to
make some assumptions about which dollar was earned
“last™ in order to calculate the tax rate on the income
earned from having taken advantage of the marginal or
“last” economic opportunity. This calculation of the
marginal rate may be complicated further by the alterna-
tive minimum tax. The addition of alternative minimum
tax liability generated by taking advantage of the marginal
income-earning opportunity over the “regular” tax gener-
ated by income from this opportunity may increase the
effective marginal rate. Furthermore, the use of a credit
generated by taking advantage of an opportunity may
reduce the marginal tax rate.

Rather than adopt a particular set of beliefs about the
order in which taxpayers undertake income-earning
activities, income was ranked or stacked for Statistics of
Income in a behavior-neutral fashion, by considering the
amount taxed at the highest rate to contain the last dollar
earned, with the exception of amounts over the ceiling for
the 5 percent surtax. Returns which have taxable incomes
within the ranges subject to the 5 percent surtax are
considered to have a 33 percent marginal tax rate (28
percent plus the 5 percent surtax). Returns which have
taxable incomes in excess of the largest amount on which
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the 5 percent surtax was applied were considered to have a -

28 percent marginal rate. This treatment is consistent with
the analytical uses of marginal rates in testing hypotheses
about the behavior of économic agents when faced with-
particular marginal rates. To the extent that the taxpayer -
can correctly predict that his or her income will be suffi-

ciently large to place him or her above the top of the 33
percent bracket, the decision to undertake an opportunity
where the taxpayer expects to earn income beyond the

" point where income will be subject to the 5 percent surtax

is affected by the 28 percent rate, not the 33 percent rate. °




Table 1.-Returns With Modified Taxable Income: Tax Classified by Both the Marginal Rate and Each Rate at Which Tax Was Computed,

Tax Year 1988

(Al figures are estimates based on samples—money amounts are in thousands of dollars)

Tax rate classes

All returns

Classified by the highest marginal rate ai which tax was computed

Classified by each rate at which tax was computed

Modified taxable income

Tax generated

Income tax after credits

Number of Adjusted As a percent of Number ot Income taxed l;:g;"':l:;
returns gross income At all rates At marginal rate At all rates At marginal rate Total Adjusted Modified returns atrate at rate
gross taxable
income income
() 2) (3) 4) (5) (6) U 8) 9) (10) 1) (12)
All marginalrates ................... ' 90,186,916 | 3,031,603,960 | 2,073,889,949 | 1,331,100,678 | 417,502,019 | 292,246,037 | 411,769,989 13.6 18.9 90,186,916 | 2,073,889,949 | 417,531,969
15 percent . 63,901,793 1,209.022.798 647,741,725 647,741,725 97,130,916 97,161,259 93,256,178 77 14.4 89,434,924 1,283,857,598 | 192,578,640
28 percent 22,226,008 1.085,564.463 809.363,401 248,560,485 153,717,377 69,596,936 152,676,114 13.9 189 25,151,706 355,233,883 99,465,487
33 percent* 2925698 321.744 304 256,632,026 74,850,886 65,835,164 24,700,793 65.587,855 204 256 2.925,698 74,850,886 24,700,793
28 percent’ 748.828 404,019,505 359,094,166 359,094,166 [ 100,546,365 100,546,367 99.979,508 247 278 748,828 359,094,166 | 100,546,366
Form8615... .. .. .. ... .. . .. 384,588 1,252,890 1,058,631 853,416 272197 240,683 270,332 216 25.5 384,588 853.416 240,683
Joint returns and returns of surviving spouses
Classified by the highest marginal rate at which tax was computed Classified by each rate at which tax was computed
Modified taxabie income Tax generated Income tax after credits
Tax rate classes
Number of Adjusted As a percent of Number of Income taxed lm(::;
feturns gross income At all rates At marginal rate At all rates At marginal rate Total Adjusted Moditied returns atrate at rate
gross taxable
income income
(13 (14) (15) (16) (17 (18 (19) (20) (21) 22) 23) (29)
All marginalrates ................... 42,444,543 | 2,110,432,061 1,455,060,353 | 917,330,358 | 300,095,144 | 208,974,391 | 296,593,545 14.1 20.4 42,444,543 | 1,455,060,353 | 300,107,587
1Spercent ... ... Lo 26,549,433 738,575,331 390,946,238 390,946,238 58,629,218 58,641,936 56,670,497 77 145 41.916,260 848,109,333 | 127,216,400
28percent ... ... . ... 13,455,394 799,311,614 579.516,783 179,218,819 110,226,418 50,181,269 109,334,042 137 189 15,366,827 259,785,719 72,740,001
33percent’ ... ... L L 1,911,433 248,561,033 196,330,070 58,898,040 50,524,675 19,436,353 50,258,208 202 256 1,911,433 58,898,040 19,436,353
28 percent! 528.283 323,984,083 288,267,262 288,267,262 80,714,833 80.714,833 80,330,798 248 279 528,283 288,267,262 80,714,833
Form8615........... ... ... ... .. ... - - - _ - - - - - - - -
Separate returns of husbands and wives
Classified by the highest marginal rate at which 1ax was computed Classified by each rate at which tax was computed
Modified taxabte income Tax generated Income tax after credits
Tax rate classes
Number of Adjusted As a percent of Number of Income taxed 'm&;
retums gross income At all rates At marginal rate At all rates At marginal rate Total Adjusted Modified roturns at rate atrate
gross taxable
income income
(25) (26) 27 {28) (29) (30) (31) (32) (33) (34) (35) (36)
All marginalrates ................... 1,450,838 39,108,739 28,380,274 18,037,595 6,077,314 4,293,241 5,990,288 153 21.1 1,450,838 28,380,274 6,078,097
15percent . ... ... 865.263 11,671,365 6,448,152 6,448,152 966,794 967,223 936,291 8.0 145 1,439,843 14,995,032 2,249,255
28 percent . . S 489,370 14,503,621 10,745,789 3,466,407 2,062,180 970,594 2,045,166 141 19.0 574,580 5,262,206 1,473,418
33percentt .. ... 85.210 5,785,818 4,682,777 1.619.480 1,227,345 534,428 1,231,671 213 26.3 85,210 1,619,480 534,428
28percent' ... ... .. ... ... 10,995 7,147,936 6,503,557 6,503,557 1,820,996 1,820,996 1,777,160 249 273 10,995 6,503,557 1,820,996
Form8615... ... .. ... ... ... ... ... .. — — - — — — — — - — — —

Footnote(s) at end of table
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Table 1.-Returns With MOdIfled Taxable Income. Tax CIasstfed by Both the Marginal Rate:

Tax Year 1988--Contlnued

(All figures are estimates based on samples—money amounts are in mousands of dollars)

and.Eac;h Rate at Which Tax Was Com‘pute'd,A :

rate and the benetit of the deduction 1or personal exemplions for taxpayers and dependems After these benehls were ph(’lSPd out, the marginal 1ax rate reverted 10 28 percem - at tha
NOTE Detad may nol add lo total because of voundmg . .

t uoml e average tas rate was also 28 percent

Returns of heads of households
Classified by rhe highest marginal rate at wimch tax was comp‘u\ud 0 Classitied by each rate at which tax was computed
. Moditied taxable income Tax generated income lax after credits
Tax rate classes -
, Number of Adjusted As a parcent of Number of . Income taxed : ':ml:?
feturns: 9ross income « At ali rates At marginal rate | * At all rates At marginal rate - Total Adjusted Moditied feturns atrate at rate
= d : gross taxable
income income
(37) (38) (39) ) (40) 41) (42) (43) (44) - {45) (46) (47). (48)

: All.marginal rates 7,872,362 * 181,089,806 - ) 102,097,472 76,754,891...| 17,777,246 | - 13,662,005 15,828,527 . © 8.7 15.5 7,872,362. | 102,097,472 | 17,780,941
15 percent . 6.896.636 127,120,133 60.807.475 -60,807.475 . 9.117.836' 9121121 7.287.940 57 12.0 7.854.791 83,707,377 12,556,107
28 percent . 893.448 39.281.255 | 28,757,656 7,404,244 5,275.800 2.073,188 5178816 132 18.0 958,155 9.846.922 2.757.138
33 percent 64,707 . 6.756.681 5501319 - 1512150 1414924 499,010 1,413,849 209 257 64,707 1.512,150 499,010
28 percent ! 17.572 . 7.931,738 7,031,022 7.031.022 1.968.686- 1.968.686 1,947 922 246 217 17.572 7.031.022 1,968.686
Form 8615 . .. - - — — — — — - - — _ -

Returns of single persons
Classified by the tighest marginal rate at wi\-ch tax waé»compuled Classified by each rate at which tax was computed
Maodified taxable income Tax éenela(eb . tncome tax atter Credits
Tax rate classes . ! - -
Number of Adjusted As a parcent of - Number ot tncome taxed ';::::l::;
feturns gross income At al rates. Atmargnalrale | Avalirates | At marginal rate Total Adjusted "Moditied returns atrate al rate
B qross: taxable
A income income .
i (49) -, (50) (51) - (52) (53) . (54) (55) (56) {57) (58} (59) (60}
All marginal rates ........ S S -38,419,173 700,973,353 . | 488,351,850 318,977,834 93.552.314‘ 65,316,399 93, 357 628 13.3 T o194 38,419,173 488,351,850 | 93,565,344
15 percent ' 29.590.461" 331.655969 |+ 189.539.860 189.539.860 28.417.068 28.430.979 28. 361 451 86 15.0 38,224,030 337.045,856 .| 50.556.878
28 percent . 7.387.796 242,467 974 190.343.173 58.471.015 36,152,_978t 16,371.884 36.118.090 149 190 8,252,145 80.339.035 22,494 930
33 percent? 864.349 60.640.772 50.117.860 . 12.821.217 12.668.221, 4.231.002 " 12.684.127 209 253 864,349 12.821,217 4,231,002
28 percent ! . 191,979 64,955,749 57.292.326 57.292.326 16:041-850« 16.041.851 15,923,628 245 278 191,979 57.292.326 16,041,851
Form 8615 384.588 1.252,890 1.058.631 853.416 | 272197 © 240.683 270.332 216 255 384.588 853.416 240,683
- T

! For 1988, the lax rate schedules contaned only w0 basc rates 15 percent and 28 percent However. iasable mcome over cerlinn levels were Jumul 10 an addmonal 5, percent 1ax, making 1ot a temporary 33 percent marginal rate  The purpose of this was [0 phase oul the benetit of the 15 percent
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Individual Income Tax Rates and Tax Shares, 1988-1989

Table 2.-Returns With Modified Taxable Income: Tax Generated by Rate and by Size of Adjusted Gross Income,

Tax Year 1988
(All figures are estimates based on samples—money amounts are in thousands of dollars)
Tax generated at specified rate
Size of adjusted gross income N"";?‘?re"'so' Taxable income Modii!'i‘g:: able Ya:l gle'nr:;:l:d V5 Parcent 28 Percent
Number of Modified taxable | Tax generated Number of Modified taxable Tax generated
returns income atrate returns income at rate
(1) (2) ] ) (5 (6) ) ®) 9) (10)
Total .......cooviivnnns 90,186,916 | 2,069,842,771 | 2,073,889,949 | 417,502,019 | 89,434,924 |1,283,857,598] 192,578,640 25,151,706 | 355,233,883 99,465,487
Under $2.000 ............. 1.984,169 689,164 694 537 115,060 1,984,169 592,123 88,818 — — —
$2.000 under $4,000 . . . | 2,220.239 1485218 1,469,505 236,661 2.217.382 1.296.363 194,454 — — —
$4.000 under $6.000 .. .. ... 2,957,422 3.983.428 3.889.283 596.983 2,957.422 3,789.561 568,434 — — -
$6.000 under $8,000 ... ... .. 4,017,592 9.014.049 8,879,083 1,343,329 4,017,592 8,792,643 1.318.896 - - -
$8,000 under $10,000 .. ... .. 4,341,482 15,305,677 15,064,322 2,257,601 4,341,482 15,064,322 2,259,648 - - -
$10.000 under $12,000 . . . 4,803,554 21,169.307 21,023,229 3,151,196 4,803,554 21,023,229 3.153.484 — - -
$12,000 under $14,000 5,137,676 29,979,141 29,813,230 4,475,743 5,137.676 29,778,875 4,466,831 - - -
$14,000 under $16,000 . ... .. 5,004,077 37.510,185 37.296.678 5.597.446 5,004,077 37.255.694 5,588,354 *2.858 *529 "148
$16,000 under $18,000 . . . .. 4,683,976 42,095,127 41942815 6,289,178 4,683.976 41,942,815 6.291,422 — — —
$18,000 under $20,000 . . .. .. 4,271,295 45,602,105 45,467.472 6,828,909 4,271,295 45,391,904 6,808,786 36.416 22,909 6.414
$20,000 under $25,000 . . . 9.191.617 123,752,465 123,529,176 18,717,951 9,191,617 122,063,835 18,309.575 1,206.904 1,399,253 391.791
$25,000 under $30,000 . ... ..} 7,485,237 130,581,872 130,422,850 20,767,799 7,485,237 121,139,285 18,170,893 2,360,587 9,283,565 2,599,398
$30,000 under $40,000 . . . . .. 11,920,216 274,610,363 274,516,460 44,922,812 | 11,920,216 245,677.633| 36,851,645 3,497,940 28,829,119 8,072,153
$40,000 under $50,000 . 8,253,967 255,121,323 255,167,430 43,351,067 8,253,967 216,158.106] 32,423.716 5,335.597 38.887,290 10.888.441
$50.000 under $75,000 .. ... .| 8,897,248 383,088,855 383,206,995 74,858,442 8,897,248 251,380,069| 37.707.010 8,468,028 127,026,446 35,567,405
$75,000 under $100,000 . . .. 2,518,150 159,574,120 159,700,887 35,827,287 2,515,993 71,662,195 10,749.329 2,496.937 79.187.740 22.172.567 _
$100,000 under $200.000 . . .. 1,775,165 183,252,229 183,890,978 47,882,840 1,645,361 47.706.307 7,155,946 1.640.564 66.184.441 18,531,643
$200,000 under $500,000 . . .. 547.349 134,674,808 137,444,027 38,550,404 106,144 3.129.088 469,363 105,387 4,395,532 1,230,749
$500,000 under $1,000,000 . . 114,575 67,569,945 68.453.870 19,166,602 451 11,763 1,764 427 14,977 4,193
$1,000,000 ormore . . ... .. .. 61.910 150,793,390 152,017.124 42,564,709 65 1.787 268 61 2,083 583
Tax generated at specified rate—Continued
Size of adjusted gross income 33 Percent 1 28 Percent ) Form 8615
Number of Modified taxabie Tax generated Number of Modified taxable Tax generated Number of Modified taxable Tax generated
returns income at rate returns income at rate returns income at rate
(1) (12) (13) (14) {15) (16) (17) 8) {19)
Total .................. 2,925,698 74,850,886 24,700,793 748,828 359,094,166 100,546,366 384,588 853,416 240,683
Under $2,000 .. ... .. — — — — - — 231,466 102,414 26.490
$2.000 under $4,000 . . .. — — — — — — 97.158 173,142 42,970
$4.000 under $6,000 . .. — — — — — — 28,576 99,722 29.879
$6,000 under $8.000 . . . . - — — — — — “14,288 86,440 726,344
$8.000 under $10,000 . . . — — — — — — — — —
$10.000 under $12,000 . . — — — — — — — — —
$12,000 under $14,000 . . — — — — — — *2.858 “34.354 *11,336
$14.000 under $16,000 . . . .. — — — — — — “2.858 "40,455 "11,328
$16,000 under $18.000 - — — — — — — - —
$18.000 under $20,000 . — — — - — — *2,858 52,660 *15,748
$20,000 under $25.000 ... . .. — — — — - — "2,858 "66.088 ‘20,512
$25.000 under $30.000 . . . . .. — — -— — — — — — -
$30.000 under $40,000 . . . . .. *1,381 *9.708 *3.204 — — — — - -
$40.000 under $50,000 . . . . .. 57,113 122,034 40.271 — — — — — -
$50,000 under $75,000 . ... .. 602,996 4,800,479 1,584,158 — — — — - —
$75,000 under $100.000 . . 667,305 8.543.379 2,819.315 *2,157 *210.274 “58.877 *1,198 *97.298 "27.237
$100,000 under $200,000 .. .* 1,492315 51,897,954 17,126,325 129,509 18,056,313 5.055.768 *295 45963 "13.281
$200,000 under $500,000 104,202 9.453.730 3,119,731 441,205 120,430,826 33.720,631 *166 °34.851 ‘9,935
$500,000 under $1,000,000 343 20.941 6.911 114,124 68,406,190 19,153.733 — — -
$1.000,000 or more 42 2,660 878 61,833 151,990,563 42,557,358 1 20,031 °5622

* Estimate should be used with caution because of the small number of sample returns on which it 1s based

' For 1988, the tax rate schedules contained only two basic rates 15 percent and 28 percent However. taxable income over certain levels were subject 1o an additional 5 percent tax, making for a temporary 33 percent marginai rate
The purpose of this was to phase out the beneht of the 15 percent rate and the beneft of the deduction for personal exemptions tor taxpayers and dependents. Atter these benefits were phased out, the marginal tax rate reverted to 28
perceni--at that point. the average tax rate was also 28 percent

NOTE Detail may not add to total because of rounding
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Table 3.-Returns with Modified Taxable Incdme: Tax Classified by Both the Marginal

Tax Year 1989

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

Rate and Each Rate at Which Tax Was Computed, .- v

All raturns

Classified by the highest marginal rale at which tax was computed

Classified by each rate at which tax was computed

Modified taxable income Tax generated Income tax after credits
Tax rate classes .
Number of Adjusted ‘ As a percentage of Number of income taxed ';:zm‘g';
fetums 9053 income At all rates At marginal rate Ataltrates - | At marginal rate Tota Adjusted - Modified roturns atrate atrate
gross taxable
income income
. : i ) (%4] 3) “) ®) (] ] 8) (9) (10) {11) . (12)
Allitaxrates .............. el SN 92,211,584 | 3,199,434,253 | 2,177,433,197 | 1,367,570,697 436.431 A73 | 299,240,398 | 432,028,341 13.5 19.8 92,211,584 | .2,177,433,197 | 436,461,520
15 percent (Form 8814) .. ... ... ... .. .. 6.929 -121153 4,553 4,553 685 \ 685 436 " 96 118,127 68.653 10.301
15 percent .. . .. T 64,823,867 1.263,193,018 676,341,280 676,319,020 101,420,116 101,447,853 98,407,588 78 14.5 91,472,466 1.365,027.058 204,754,059
28 percent . . .. 23,111,722 1.181,277,573 871,952,773 268,550,771 165,704.644 75,194,216 165,537,375 140 190 26,299,751 389.641.132 109.099.517
33 percent’ . .. 3,188,030 366.926.905 291,151,511 84,898,453 74,696,124 28,016,490 74,357,785 203 255 3,188,030 84,898,453 28,016,490
28percent' ... ... ...... 728,455 | ° 386,753.400 336.779.614 336,776,419 94,297 877 94,297 397 93,395,351 241 .217 729,455 336.776.419 94,297 397
FormB8615........................... 351,582 1,404, 509 " 1,203,466 1,021,481 311,726 ’ 283,757 329.807 235 C 274 *351,582 1,021,481 283,757
+ Joint returns un:d returns of surviving spousns
Classified by the highest marginal rate at which tax was :compulod Classified by each rate al which tax was computed
Modilied taxable income Tax goneraled‘ Income tax after credits
Tax rate classes
Number of Adiqs(ad As a percentage of Number of income taxed ';::::(:;
' returns gross income At all rates Al marginal rate At all rates At inal rate Total Adjusted Modified . returns atrate alrate
. o gross taxable
) ! income income
. . , 13) (14) (15) (16) {17) {18} (19) (20) 21) {22) (23) (24)
CANLAXTAeS [........iiiennnn... ‘...] 42,507,029 | 2,197,805,595 | 1,505,244,154 '924,059.396 305.051 ,391 | 209,968,653 | 306,210,477 13.9 20.3 -42,507,029 | 1,505,244,154 . 309,063,715
1S percent (Form 8814) .. ....... ... ... . 4057 -118,663 - 3,678 : 3.678 554 554 “418 M 1.4 100,042 60.886 9,137
15percent . ........... .. 26,174,985 . 757.311,370 . 400,378,045 400,360,719 60,044,151 -60.054,108 58,686,174 77 147 41,989.384 889.816.364 133,472,455
28 percent . ... .- 13.726,201 851.346.479 615,740,799 190,886,939 117.176.645 53,448,343 116,565.660 137 189 15,814,399 282,558,844 79.116.476
33 percent! . 2,088,198 282,381,788 221,898,298 65,587,821 57.007 911 21,643,981 56,778.254 20.1 256 2,088,198 65.587.821 21,643,981
28 percent! 513,587 306,884,621 ' 267,223,335 267,220,239 74,822,131 74,821,667 74179971 242 278 513,587 267,220,239 74,821,667
Form 8615 — - —_ — — - - - —- - C— -
Separate v.at ums of husbands and wives
Classified by the highest marginal rate at which tax was computed Classified by each rate at which tax was computed
. Modified taxable income " " Tax generated - e Income tax after credits
Tax rate classes - -
Number of Mi\fﬂﬂd ) . . . R As a percentage of Number of . Income taxed I;::::::;
retums gross income Atall cates Atmarginal cate |~ Avalirates | At marginal rate Total Adjusted Maodified rotuins airate al rate
gross taxable
. income income
'(25) . (26) @7 (28} (29) (30) (31} *(32) (33) (34) (35) . (36)
All tax rates. .. ... R TR PR 1,786,665 48,094,237 34,019,136° 22,291,877 i.238.969 5,207,507 ’ 7,152,710 149 21.0 1,786,665 34,019,136 7,239,961
15 percent (Form 8814) ... ... ... Lo e . o .. - .o . .o © ae .o . *1.732 64 . -9
15 percent . **1,154,104 16,035,832 ©*8.794.966 “ 8,794,965 “"1,318,710 **11319,244 ©°1.325,152 °*8.3 **15.1 .1.776.035 . 18.419.354. 2,762.903
28 percent 526.132 16.640.675 . 12,264,614 4,122,667 2.375.251 11154,347 2363406 | - 142 193 621932 - 6.225.472 1,743,132
33 percent! 95,800 7,139,867 5,767,851 2,182,544 1,531,331 ’720,240 1,518,474 213 26.3 95,800 - 2,182,544 720.240
§8 percent! 10,629 8,277,863 7.191.705 7191701 2,013,677 2,013,676 1,945,678 235 271 10,629 7.191.701 2,013,676
orm 8615 — — - — - ! — : — —_ - — —_ - -

Foolnote(s) al end of table.
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Table 3.~Returns with Modified Taxable Income: Tax Classified by Both the Marginal Rate and Each Rate at Which Tax Was Computed,
Tax Year 1989—-Continued

(Al figures are estimates based on samples—money amounts are in thousands of dollars)

Returns of heads of houssholds
Classified by the highest marginal rate at which tax was computed Classified by each rate at which tax was computed
Modified taxable income Tax generated Income tax after credits
Tax rate classes
Number of Adjgsted As a percentage of Number of Income taxed m::;
fetums gross income A all rates At marginal rate At all rates At marginal rate Tota! Adjusted Modified feturns at rate at rate
gross taxable
income income
&N (38) (39) (40) 41) (42) (43) (44} (45) {46) 47) (48)
Alltaxrates .............000eennenas 8,214,230 193,863,734 108,717,603 80,551,103 18,855,144 14,295,404 17,103,047 8.8 15.7 8,214,230 108,717,603 18,858,560
15 percent (Form 8814) .. *1.511 n7 *756 756 113 113 3 3 ) 14,992 7,584 1,137
1Spercent . ....... ... ... ... ... .. 7,166,637 135,218,649 64,112,105 64,107,171 9,613,367 9,616,076 7,952,404 59 124 8,195,139 89,665,443 13,449,816
28percent . ... ... ... ... 962,393 43,559,660 32,079,300 8,162,393 5,873,039 2,285,470 5,824,096 134 18.2 1,028,502 10,763,793 3,013,862
33percent’ ... ... Ll 66,109 7,326,560 5,747,083 1,502,517 1,470,696 495,831 1,461,454 199 254 66,109 1,502,517 495,831
28percent! .. ... Ll 17,580 7,758,148 6,778,359 6,778,265 1.897,929 1,897,914 1,865,092 240 275 17,580 6,778,265 1,897,914
Form8615. ... ... ... ...... ... .. ... - - - - — - - — - - - -
Returns of single persons
Classified by the highest marginal rate at which tax was computed Classified by each rate at which tax was computed
Modified taxable income Tax generated income tax after credits
Tax rate classes
Number of ’ As a percentage of Number of Income taxed 'm:l$
retums gross income At all rates At marginal rate At all rates At marginal rate Total Adjusted Modified fetums atrate at rate
gross taxable
income income
(49) (50 51) (52) (53) (54) (55) (56) 67 (58) (59) (60)
Alltaxrates ..............0occcnennnn 39,703,659 759,670,687 529,452,303 340,668,319| 101,285,669 69,768,834 101,562,108 13.4 19.2 39,703,659 529,452,303 101,299,284
15 percent (Form 8814) ... ... ... ... .. b . . - b b o b b *1,360 *118 *18
1Spercent . ...... ... ... ... ... ....... **30.329,500| **354,623,962| **203,056,283| **203,056,283| **30,458,443 | **30,458,443 30,443,877 *'8.6 **15.0 39,511,908 367,125,897 55,068,885
28percent ... ..., 7.896,997 269,730,759 211,868,060 65,378,772 40,279,709 18,306,056 40,784,213 15.1 19.2 8,834,919 90,093,023 25,226,046
3dpercent’ ... ...l 937,922 70,078,690 57,738,279 15,625,571 14,686,187 5,156,438 14,599,603 208 253 937,922 15,625,571 5,156,438
28percent' ... ... 187.658 63,832,768 55,586,215 55,586,214 15,564,140 15,564,140 15,404,609 241 277 187,658 55,586,214 15,564,140
Form8615........................... 351,582 1,404,509 1,203,466 1,021,481 311,726 283,757 329,807 235 274 351,582 1,021,481 283,757
* Estimate should be used with caution because of the small number of sample retumns on which it is based.
(1) Percentage not computed.
(2 Less than $500.
(3) Less than 0.05 percent.
i 1o avoid discl of i ion for specific
' For 1989, the tax rate schedules contained only two basic rates: 15 percem and 28 percent. However, taxable income over certain levels was subject to an additional 5 percent tax, creating a temporary 33 percent marginal rate. The purpose behind this was to phase out the benefit of the 15 percent
rate and the benefit of the deduction tor tor . After these beneﬁts were phased out, the margina! tax rate returned to 28 percent; the average tax rate was also 28 percent.

NOTE: Dﬂaﬂmayruaddlolmalsbecewsedvmnang

TATpU]
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Individual Income Tax Rates and Tax Shares, 1988-1989.

Table 4.--Returns with Modified Taxable Income: Tax Generated by Rate and by Size of Adjusted Gross Income,

Tax Year 1989

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

‘.

5o

Tax generated at specified rate

o 15 Percent (trom Form 8814) 15 Percent
Size of adjusted gross income Taxable income Mod'im':::ab'e Ta; S ates - - 2
e . - . - - : : . . e Tax . .. . pt . Tax
LS Number of income taxed Number of ncome taxed ,
retumns atrate 9‘:’:"";:2’“ returns at rate gea':"r':':fd
, . 3. (4) (5) {6) ) (8) 9 (10),
Total'........coovvuneis 2,173,345,607 | 2,177,433,197 | 436,431,173 118,127 68,653 10,301 91,472,466 | 1,365,027,058 | 204,754,059
Under $2,000 ............. 657,726 658,799 + 106,413 1,605 254 - 38 1.900.181 590,036 © 88,505
$2,000 under $4,000 . . 1,398,650 1,403,211 226,075 *1,515 “758 114 2.147.351 1,242,386 - 186,358
$4,000 under $6,000 3,477,958 3,473,458 531,678" '*1,507 "1.914 ‘288 2,788,115 3.376.808 508.521
$6.000 under $8,000 . ... .. .. 8,319,790 8,300,702 ' 1,259,760 — — - 4,000,530 8,163,861 1,224,579
$8,000 under $10,000 . . . 13,660.363 13,636,822 2,057,196 : v = — — 3,988,253 13,542.126 2.031.319
$10,000 under. $12,000 . .. . .. 21,653.514 21,632,159 . 3.246.164 . *913 © *457 ‘68 5,001,859 21.587,189 3.238,078
$12,000 under $14.000 . . ... .[ 30,064,596 30,045,504 . 4,507,842 L= - — 5.255.305 30,015,547 4,5G2.332
$14,000 under $16,000 35,498,553 35,478,845 5,319,472 “1.358 *1,152 "174 4,832,527 35,477,693 5,321,654
$16,000 under $18,000 . . - 41:875,045 41,842,930 -+ 6,274,210 - — — 4,673.038 41,842,930 6.276,440
$18,000 under $20,000 . . 46,542,828 46,520,586 6,980,469 ‘3,014 © 1,878 ‘282 4,379.375 ‘46,484,570 6.972,685
$20,000 under.$25,000 . . 122,363,183 122,347,800 18,436,508 6,964 *3.227 485 9,215,631 121,669,950 18,250,493
$25,000 under $30,000 .- | . 131.8904,440 131,912,855 20814418 “2.866 “1,201 *180 7,559,204 123.271,452 18,490,718
$30,000 under $40,000 . . . . .. 12,062,779 ; 278,320,160 ) . 278,350,440 .45,652,790 *13,106 “7,732 *1,159 12,062,779 248.309.841 37,246,476
$40,000 under $50,000 .. . . .. 263,107,712 . 263,170,933 :44,319.430 15611 8,836 . 1,325 ‘8,666,122 1 225.897.799 | 33,884,670
$50,000 under $75,000 .. . . .. . 424,581,970 |- 424,699,354 81,575,413 31,668 17,433 2616 - 9,906.175 289,014,823 7|  43.352.223
$75,000 under $100,000 . . 193,047,596 | © 193,148,326 42,800,332 12,060 9,006 1,350 3,054,116 90,269,179 13,540.377
$100,000 under $200,000 . 212.184,703 | .. 212,528,061 54,629,213 16,972 . 8177 1,227 1,975,757 59,181.617 8.877.243
$200,000 under $500,000 . . . : 146,390,252 148,944,159.|' 41,780,219 7.330 5,606 841. 165,358 5,067.640 760,146
$500,000 under $1,000,000 .. 66,881,786 67,568,223 | 18,918,235 1,102 686 103 670 18,132 ~ 2,720
$1,000,000 ormore . ........ 131,414,782 131,770,029 36.895,335" 535 338 51 18 3.479 522
. - Tax g at rate—C: iad
) 28 Percont 33 Percent? 28 Percent 1 Form 8615 £
Size of gross income — - -~ -
i 1 o - T Tax | gonors income Tax-
Income taxed | Tax generated..| -Number. of |.Income taxed Number of | .income taxed Number of | e
atrate at rate returns . atrate g‘::er:::’d returns “atrate gﬂe:(g’d' returns a‘?"‘zg‘ gea':e,':fd
. (12) 13 (14} - (15) (16) “(n (18) (19} . {20) o (21) :(22)
Total ..........covunne 389,641,132 | 109,099,517 3,188,030' 84,898,453 28,016,490 | 729,455 | 336,776,419 94,297,397 | 351, 582 1,021,481] 283,757
Under $2,000 . ........... ' i - B - - — C 77016 68.510] - 18,349
$2,000 unger' $4,000 - — — : — — — — - 97,226 160,068 40,411
$4.,000 under $6,000 . . - = — — - — — — 24,421 94.736 26,109"
$6,000 under $8,000 — — — — - — — — 23,791 136,841 " 37.004
$8,000 under $10,000 . — — — A — — — —| *12,056 *94,695) "27.826
$10,000 under $12, 000 — —= — — — — — — *4.521 *44,514| *10,387
$12,000 under $14,000 ... .. - — - — — — — —| . 2443 229,957 8.003
. $14,000 undei $16,000,. . .. . - = - R i - - = - - =
$16,000 under $18, 000", . ... T DA — - - — — -1 . - - ——
$18,000 under $20,000 . . .. .. *6,521 -*1,826 — — — — — - "1.507 *27,618(. "7.734
$20,000 under $25.000.. . . .. - . 612,086 171,384 — . - — — - — *3.014 '62.537| . *18,247
$25,000 under $30,000 ... ... = 8,600,978 2,408,274 — — — — — - *1.507 *39.2241 "*17.681
$30,000 under $40,000 . . . .. : 29,981,192 8,394,734 .. — - — — - - *1.724 *51,6741 . 114.491
$40,000 under $50 000 .. .... 37,241.512| 10.427,623 © 18,025 22,786 7.519 — | - — o= - o=
$50.000 under $75,000 ... .. 130,986,955 36,676,347 616,015| 4,680,144 1544447 — — — - - -1, -
$75.000 unde{ $100,000 .. ... 1 93,672,571| 26,200,320| ., 658,360 9,118,340 | 3,009,052 =] — = *2,258 |. *179,231| "49.235
$100,000 under $200,000 . . . . ' 81,526,620 22,827,453| 1,734,887 |.56,327,497 | 18,588,074 | 111,028 (- 15.470,698( 4,331,795 ‘72 *13.453 “3.426
$200,000 under $500,000 . 7.085,047 1,983,813 160,099 | 14,707,565 4.853496] 446,371 |;122,078,301( 34.181.924 — . — o=
$500,000 under $1,000,000 . .[* 23,329 6,532 - ' *°644 " '42 121 . 13 900 |* 114,701 67,473,877 | 18,892,686 *25 718424 "r4.855
$1,000,000 or more .. . ...... . " 4,322 “. 1,210~ e ’ *+] 57355 | 131,753,543 36,890,992 e i o

* Estimate should be used with'caution because of the small iumber of sample returns on whuch itis based.

** Data combined to avoid disclosure of information for specific taxpayers.

! For 1989, the tax rate schedules contained only two basic rates: 15 percent and 28 percent. However, taxable incorme over cerain levels was subject to an addmondl 5 pevcen( tax. creating a temporary 33-percent marginal rate. The
purpose behind this was to phase out the benefit of the 15 percent rate and the benefit of the deduction for personal exempiions for taxpayers and dependents. After these benelits were phased out, the marginal tax rale reveried to 28

percent; the average tax rate was also 28 percent

NOTE: Detail may not add to totals because of rounding.
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Table 5.--Returns with Positive Adjusted Gross Income (AGI): Number of Returns, Shares of AGl and Total
income Tax, AGI Floor on Percentiles in Current and Constant Dollars, and Average Tax Rates, by

Selected Descending Income Percentiles Based on the Definition of AGl for Each Year, Tax Years 1980-1989
[All tigures are estimates based on samples) )

Adjusted gross i P tiles ( lative)
Item, tax year Total Top Top Top Top Top
1 percent S percent 10 percent 25 percent 50 percent
(1) (2) (3) 4) (5) (6)
Number of returns: !
1980 93,238,823 932,388 4,661,941 9,323,882 23,309,706 46,619,411
1981 94,586,878 945,869 4,729,344 9,458,688 23,646,719 47,293,439
1982, 94,426,498 944,265 4,721,325 9,442,650 23,606,624 47,213,249
1983, 95,330,713 953,307 4,766,536 9,533,071 23,832,678 47,665,356
1984 98,435,000 984,350 4,921,750 9,843,500 24,608,750 49,217,500
1985 100,625,484 1,006,255 5,031,274 10,062,548 25,156,371 50,312,742
1986 102,087,623 1,020,876 5,104,381 10,208,762 25,521,906 51,043,811
1987 106,154,761 1,061,548 5,307,738 10,615,476 26,538,690 53,077,380
1988 108,872,859 1,088,729 5,443,643 10,887,286 27,218,214 54,436,429
1989 111,312,721 1,113,127 5,565,636 11,131,272 27,828,181 55,656,361
Adjusted gross income floor on percentiles
(current dollars):
1980, N/A 80,580 43,792 35,070 23,606 12,936
1981 N/A 85,428 47,845 38,283 25,655 14,000
1982 N/A 89,388 49,284 39,676 27,027 14,539
1983 N/A 93,512 51,563 41,222 27,827 15,044
1984, N/A 100,889 55,423 43,956 29,360 15,998
1985 N/A 108,134 58,883 45,322 30,928 16,688
1986 N/A 118,818 62,377 48,656 32,242 17,302
1987 N/A 139,289 68,414 62,921 33,983 17,768
1988 N/A 157,136 72,735 55,437 35,398 18,367
1989 N/A 163,869 . 76,933 58,263 36,839 18,993
Adjusted gross income floor on percentiles
(1982-84 constant dollars): ?
1980, N/A 97,792 53,146 42,561 28,648 15,699
1981 N/A 93,979 52,634 42,115 28,223 15,401
1982, N/A 92,633 51,073 41,116 28,008 15,067
1983 N/A 93,886 61,759 40,387 27,938 15,104
1984 N/A 97,106 63,345 42,308 28,259 15,398
1985 N/A 100,500 54,726 43,052 28,744 15,510
1986 N/A 108,410 56,913 44,394 29,418 15,786
1987 N/A 122,616 60,225 46,586 29,915 15,641
1988 N/A 132,827 61,483 46,861 29,922 15,526
1989 N/A 131,613 61,866 46,846 29,567 15,168
Adjusted gross income (millions of dollars): 2
1980 1,626,555 137,668 341,790 622,685 922,300 1,338,978
1981 1,791,116 148,722 372,171 672,719 1,015,008 1,473,267
1982 1,875,872 167,109 398,189 605,159 1,065,241 1,543,634
1983 1,969,600 182,895 428,162 645,661 1,127,019 1,625,287
1984, 2,173,228 209,899 482,266 722,552 1,250,911 1,794,303
1985 2,343,989 235,095 531,372 791,481 1,358,860 1,939,351
1986 2,524,124 285,197 608,467 886,510 1,490,173 2,103,569
1987 2,813,728 346,635 722,221 1,038,221 1,709,389 2,373,869
1988, 3,124,156 473,527 890,702 1,232,536 1,950,860 2,657,865
1989, 3,298,858 468,079 918,421 1,286,539 2,054,478 2,805,235

, Footnotes at end of Table 6.
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Table 5.-Returns with Posiiive Adjusted Gross Income (AGl): Number of Réturns' Shares of AGI aﬁd ‘Tdtal
Income Tax, AGI Floor on Percentiles in Current and Constant Dollars, and Average Tax Rates, by )
Selected Descending Income Percentlles Based on the Definition of AGlI for Each Year, Tax Years 1980-1989

—-Continued
{All figures are estimates based on samples]

Adjusted gross income percentiles (cumulative)

Item, tax year Total Top . Top Top Top Top
1 percent 5 percent 10 percent 25 percent 50 percent
(1) (2) (3) (4) (5) (6)
Total income tax (mllllons of dollars) . .
1980, 250,240. 48,270 " 92,773 123,799 182,966 232,662
1981 283,993 50,820 100,423 136,928 205,665 262,913
1982, 277,470 53,528 100,958 135,394 201,466 257,160
1983 274,056 56,806 103,350 . 137,256 200,897 254,561
1984 301,504 65,707 116,512 154,142 222,515 279,574
1985 . 325,526 72,581 127,880 168,907 241,887 302,401
1986. 366,979 94,491 - 156,240 200,703 278,976 343,289
1987, 369,046 91,559 159,642 205, 230" 283,857 346,655
1988 412,761 113,841 188,303 236,411 321,297 389,145
1989 432,838 109,259 190,188 241,458 334,258 407,599
Averago tax rate (percentage): s ‘ _ ;
1980 15.38 35.06 27.14 \ 23.69 19.84 17.38
1981 15.86 34.17 26.98 23.91 20.26 17.85
1982 14.79 32.03 25.35 22.37 18.91 16.66
1983... 13.91 31.06 24.14 21.26 17.83 15.66
1984 13.87 31.30 24.16 21,33 17.79 15.58
1985 13.89 30.87 24.07 21.34 17.80 15.59
1986 14.54 33.13 25.68 22.64 18.72 16.32
1987 . e 13.12 26.41 22.10 19.77 16.61 14.60
T T T 1988 . — 1321~ 24.04 721:14 —1918——|—1647—}——1464——— — —
1989 . . . 13.12 23.34 - 2071 18.77 : 16.27 - 14.53
Adjusted gross income share (percentage):
1980, 100.00 8.46 S 2101 32.13 56.70 82.32
1981 100.00 8.30 20.78 31.98 56.67 82.25
1982 100,00 88t -21.23 32:26 56.79 82.29
1983 100.00 9.29 2174 32.78 '57.22 ' 82:52
1984, 100.00 9.66 22.19 33.25 57.56 . 82.56
1985, 100.00 10.03 22.67 33.77 57.97 © 82.74
1986 100.00 11.30 24.11 35.12 59.04 83.34
1987 100.00 12.32 25.67 36.90 60.75 84.37
1988 -100.00 15.16 28.51 39.45 62.44 85.07
1989 100.00 - 14.19 . 27.84 39.00 62.28 85.04
Total income tax share (percentage):
1980 100.00 19.29 37.07 49.47 73.12 92.98
1981 100.00 17.89 35.36 4822 72.42 92.58
1982 100.00 19.29 '36.39 48.80 72.61 92.68
1983 * 100,00 20.73 37.1 50.08 73.31 92.89
1984 100.00 21.79 38.64 51.12 73.80 92.73
1985 100.00 '22.30 - 39.28 51.89 74.31 92.90
1986 100.00 25.75 42.57 54.69 76.02 93.54
1987 100.00 . 24.81 43.26 55.61 76.92 93.93
1988 100.00 ,27.58 45.62 57.28 77.84 ' 94.28
1989 - 100.00 25.24 43.94 55,78 77.22

Footnotes at the end of Table 6.
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Table 6.—-Returns with Positive Adjusted Gross Income (AGl): Number of Returns, Shares of AGl and Total
Income Tax, AGI Floor on Percentiles, and Average Tax Rates, by Selected Ascending Income Percentiles
Based on the Definition of AGI for Each Year, Tax Years 1980-1989

Al ngures are based on ples)
Adjusted gross i percentiles (| lative)
item, tax year Total Bottom Bottom Bottom Bottom Bottom
99 percent 95 percent 90 percent 75 percent 50 percent
(1) (2) (3) (4) (5) (6)
Number of returns: !
1980, 93,238,823 932,388 4,661,941 9,323,882 23,309,708 48,619,411
1981 94,586,878 945,869 4,729,344 9,458,688 23,646,719 47,293,439
1982 94,426,498 944,265 4,721,325 9,442,650 23,606,624 47,213,249
1983, 95,330,713 953,307 4,766,536 9,533,071 23,832,678 47,665,356
1984, 98,435,000 984,350 4,921,750 9,843,500 24,608,750 49,217,500
1985, 100,625,484 1,006,255 5,031,274 10,062,548 25,156,371 50,312,742
19886. 102,087,623 1,020,876 5,104,381 10,208,762 25,521,906 51,043,811
1987. 106,154,761 1,061,548 5,307,738 10,615,476 26,538,690 53,077,380
1988, 108,872,859 1,088,729 5,443,643 10,887,286 27,218,214 54,436,429
1989. 111,312,724 1,113,127 5,565,636 11,131,272 27,828,181 55,656,361
Adj d gross | {millions ot doll
1980. 1,626,555 1,488,886 1,284,765 1,103,869 704,255 287,576
1981 1,791,116 1,642,393 1,418,945 1,218,397 776,110 317,848
1982 1,875,872 1,708,762 1,477,682 1,270,713 810,630 332,238
1983, 1,969,600 1,786,705 1,541,438 1,323,939 842,581 344,313
1984, 2,173,228 1,963,329 1,690,962 1,450,676 922,317 378,925
1985 2,343,989 2,108,894 1,812,617 1,552,508 985,129 404,637
1986, 2,524,124 2,238,927 1,915,657 1,637,614 1,033,951 420,555
1987, 2,813,728 2,467,093 2,091,507 1,775,506 1,104,338 439,859
1988 3,124,156 2,650,629 2,233,454 1,891,620 1,173,296 466,291
1989 3,298,858 2,830,779 2,380,437 2,012,319 1,244,380 493,623
Total Income tax (millions of dollars): +*
1980 250,240 201,971 157,467 126,441 67,274 17,578
1981 283,993 233,173 183,570 147,065 78,329 21,080
1982 277,470 223,942 176,512 142,076 76,005 20,310
1983, 274,056 217,250 170,706 136,799 73,159 19,495
1984, 301,504 235,797 184,992 147,362 78,990 21,930
1985 325,525 252,944 197,645 156,618 83,638 23,124
1986. 366,979 272,488 210,739 166,276 88,002 23,690
1987, 369,046 277,488 209,404 163,816 85,189 22,391
1988, 412,761 298,920 224,459 176,350 91,464 23,616
1989 432,838 323,579 242,650 191,380 98,580 25,239
Average tax rate (percentage): s .
1980, 15.38 13.57 12.26 11.45 9.55 6.11
1981 15.86 14.20 12.94 12,07 10.09 6.63
1982, 14.79 3.1 11.95 11.18 9.38 6.1
1983 13.91 12.16 11.07 10.33 8.68 5.66
1984, 13.87 1201 10.94 10.16 8.56 5.79
1985 13.89 11.99 10.90 10.09 8.49 5.71
1986, 14.54 1217 11.00 10.15 8.51 5.63
1987, 13.12 11.26 10.01 9.23 .M 5.09
1988 13.21 11.28 10.05 9.32 7.80 5.06
1989, 13.12 11.43 10.19 9.51 7.92 5.1
Adj d gross i share (p g
1980. 100.00 91.54 78.99 67.87 43.30 17.68
1981 100.00 91.70 79.22 68.02 43.33 17.75
1982. 100.00 91.09 78.77 67.74 43.21 17.7
1983 100.00 90.71 78.26 67.22 42.78 17.48
1984 100.00 90.34 77.81 66.75 4244 17.44
1985, 100.00 89.97 77.33 66.23 42.03 17.26
1986 100.00 88.70 75.89 64.88 40.96 16.66
1987. 100.00 87.68 74.33 63.10 39.25 15.63
1988 100.00 84.84 71.49 60.55 37.56 14.93
1989 100.00 85.81 72.16 61.00 37.72 14.96
Total i tax share (p g
1980 100.00 80.71 62.93 50.53 26.88 7.02
1981 100.00 2.1 64,64 51.78 27.58 7.42
1982 100.00 80.71 63.61 51.20 27.39 7.32
1983 100.00 79.27 62.29 49.92 26.69 n
1984, 100.00 78.21 61.36 48.88 26.20 727
1985, 100.00 77.70 60.72 48.11 25.69 7.10
1986, 100.00 74.25 57.43 45.31 23.98 6.46
1987 100.00 75.19 56.74 44.39 23.08 6.07
1988, 100.00 7242 54.38 42.72 22.16 5.72
1989, 100.00 74.76 56.06 44.22 ° 22.78 5.83

NjA--Not applicable.

1 The number of returns with negative adjusted gross income, i.e., returns with an adjusted gross deficit, and the corresponding amounts for adjusted gross deficit, were
excluded from Tables 5 and 6. By excluding deficit returns, alternative minimum tax reported on some of these returns was also excluded. For Tax Year 1990, there were
5,329 retumns with no adjusted gross income that reported alternative minimum tax totaling $41.0 million.

2 Constant dollar estimates were based on the Consumer Price Index (all items) 1982-1984=100, computed by the Bureau of Labor Statistics, U.S. Department of Labor,
and published in the Economic Report of the President, February 1992.

3 See footnote 1.

* Total income tax is the sum of income tax after credits and ahernative minimum tax reported on returns that a showed a positive amount for adjusted gross i Theretore,
total income tax excludes alternative minimum tax reported on some returns with a negative amount for adjusted gross income. See also footnote 1.

® Average tax rate was computed by dividing total i tax (see fi 4) by (positive) adjusted gross i

NOTE: Detail may not add to totals because of rounding.
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Table 7.-All Returns: Number of Returns, ‘Shares of Adjusted Gross Income (AGl) and Total lncome Tax, _
AGI Floor on Percentiles in Current'and Constant Dollars, and Average Tax Rates, by Selected Descendmg
Income Percentiles Based on the 1979 Deflmtlon of AGI Tax Years 1985-1 989

(AN figures are estimates based on samples}

i

‘Adjusted gross income percentiles (cumulative)

© Top

" - Item, tax year Total Top Top . Top Top
. . ‘1 percent § percent 10 percent 25 percent 50 percent
o (1) (2 ) @ O (6)
Number of returns: * o ' . _ . o
. 1985_ 101,661,000 1,016,610 5,083,050 10,166,100 25,415,250 50,830,500
1986. ' 103,045,000 1,030,450 - 5,152,250 10,304,500 25,761,250 51,522,500
1987 106,994,000 1,069,940 5,349,700 10,699,400 26,748,500 53,497,000
1988..... 109,709,000 1,097,090 ’ . 5,485,450 10,970,900 27,427,250 54,854,500
1989 N 112,133,000 1,121,330 - 5,606,650 11,213,300 28,033,250 56,066,500
Adjusted gross income fioor on pemntilea ’ R L o, ‘
(curront whole dollars): ] a o
1985.... N/A 124,962 163,126 48,664 31,753 16,951
1986, b - NA 147,970 * 68,058 51,848 33,304 17,651
1987 " NJA 144,820 -~ 68,990 52,926 33,994 17,760
1988 N/A 160,947 73,105 55,425 35,237 18,362
1989 N/A 169,460 77,318 58,211 36,652 " 18,959
Adjusted gross income floor on percerttiles L ' o T
(1982-84 constant whole dollars) 2 . ) ‘L
1985, N/A - 116,140 58,669 45,228 29,511 15,754
1986... " N/A 135,008 ‘62,096 47,306 30,387 16,105
1987 . N/A 127,485 60,732 46,591 . 29,925 15,634
1988 N/A 136,048 161,796 46,851 29,786 | 15,521
989 i ereeveseniveerarees _N/A 136,669 62,357 T 48947 29560 15,290
Adjusted gross income (millions of dollars) L B ) : ) o
1985, 2,487,384 309,327 638,986 917,620 1,512,627 2,113,168
19886... 2,753,688 429,393 800,547 1,103,026 1,741,211 2,377,981
1987 2,813,525 364,909 752,112 1,071,761 1,748,543 2,418,826
1988, 3,106,549 485,818 914,122 1,259,567 - -| --. 1,980,128 2,691;199
1989, . 3,286,358 488,655 950,515 1,322,394 2,092,555 2,846,169
Total lncoms tax (milhons ot dollan) 3 . ’ .
1985, 325,710 71,841 128,546 168,452 242,082 301,937
1986.. 367,287 93,581 " 156,695 200,026 278,686 342,511
1987, 369,203 90,452 159,684 205,420 283,813 346,406
1988 412,870 113,095 187,454 236,702 321,338 388,843
1989 432,940 108,372 188,883 242,297 333,678 407,418
A ge tax rate (p ge): ¢ -
1985 13,09 23.22 ' 2012 18.36 16.00 14.29
1986.. L. - 1334 21.79 19.57 1813 16.01 . 14.40
1987. - A3.42 24.79 21.23 19.17 16.23 14.32
1988, 13.29 -23.28 20.51 18.79 16.23 - 14.45.
1989 1317 . 2218 19.87 18.32 : 15.95 14.31
Adjusted gross i share (p- ge) ! R L
1985 3 : - 100.00 1244 2569 . 36.89° 60.81 84.96
1986, “100.00 - 15.59 28.07 40.06 63.23 86.36
1987 100.00 1297 26.73 38.09 . 62.15 :  85.97
1988 100,00 15.64 29.43 4055 63.74' 86.63
1989.... 100.00 14.87 28.92 40.24 63.67 86.61
Total income tax share (percantaga) . . R
1985. .100.00 © 22.06 . 39.47 . 51.72 - 74.32 92.70
1986. 100.00 " 25.48 42.66 5446 75.88 93.25
1987, 100.00 24.50 43.25 55.64 76.87 93.83
' 1988, 100.00 27.39 . 45.40 §7.33 77.83 94.18
1989.. 100.00 43.63 558.97 77.07 94.11

Footnotes at the end of Table 8.
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Table 8.--All Returns: Number of Returns, Shares of Adjusted Gross Income (AGl) and Total Income Tax,
AGI Floor on Percentiles, and Average Tax Rates, by Selected Ascending Income Percentiles Based on the
1979 Definition of AGl, Tax Years 1985-1989

|All tigures are estimates based on samples|

Adjusted gross income percentiles (cumulative)

Item, tax year Total Bottom Bottom Bottom Bottom Bottom
99 percent 95 percent 90 percent 75 percent 50 percent
(1) (2 (3) 4 (5) 6)
Number of returns: !

1985 101,661,000 100,644,390 96,577,950 91,494,900 76,245,750 50,830,500
1986 103,045,000 102,014,550 97,892,750 92,740,500 77,283,750 61,522,500
1987. 106,994,000 105,924,060 101,644,300 96,294,600 80,245,500 53,497,000
1988 109,709,000 108,611,910 104,223,550 98,738,100 82,281,750 54,854,500
1989, 112,133,000 111,011,670 106,526,350 100,919,700 84,099,750 56,066,500

Adjusted gross income (less deficit)
(millions of dollars):

1985 2,487,384 2,178,056 1,848,397 1,569,763 974,756 374,215
1986, 2,753,688 2,324,294 1,953,140 1,650,661 1,012,476 375,706
1987 2,813,525 2,448,616 2,061,413 1,741,764 1,064,982 394,699
1988 3,106,549 2,620,734 2,192,430 1,846,985 1,126,424 415,353
1989 3,286,358 2,797,670 2,335,810 1,963,931 1,193,770 440,156
Total income tax (millions of dollars): ?
1985 325,710 253,870 197,165 157,259 83,629 23,774
1986 367,287 273,706 210,592 167,261 88,601 24,776
1987 369,203 278,751 209,519 163,783 85,390 22,797
1988 412,870 299,775 225,416 176,168 91,532 24,027
1989 432,940 324,566 244,055 190,641 99,260 25,520
Average tax rate (percentage): * )
1985 13.09 11.66 10.67 10.02 8.58 6.35
1986. 13.34 11.78 10.78 10.13 8.75 6.59
1987 13.12 11.38 10.16 9.40 8.02 5.78
1988 13.29 11.44 10.28 9.54 8.13 578
1989, 1317 11.60 10.45 9.71 8.31 5.80
Adjusted gross income (less deficit) share
{percentage):
1985, 100.00 87.56 74.31 63.11 39.19 15.04
1986, 100.00 84.41 70.93 59.94 36.77 13.64
1987 100.00 87.03 73.27 61.91 37.85 14.03
1988 100.00 84.36 70.57 59.45 36.26 13.37
1989 100.00 85.13 71.08 59.76 36.33 13.39
Total income tax share (percentage):
1985, 100.00 77.94 60.53 48.28 25.68 7.30
1986 100.00 74.52 57.34 45.54 24.12 6.75
1987, 100.00 75.50 56.75 44.36 23.13 6.17
1988, 100.00 72.61 54.60 42.67 2217 5.82
1989 100.00 74.97 56.37 44.03 22.93 5.89

N/A--Not applicable.

' The number of returns in Tables 7 and 8 were processed in thousands and, therefore, reflect differences due to rounding. For this reason, they do not agree with
totals in other Statistics of Income tables.

2 See footnote 2 at the end of Table 6.

3 Total income tax is the sum of income tax after credits and alternative minimum tax.

+ Average tax rate was computed by dividing total income tax (see footnote 3) by adjusted gross income (less deficit).

NOTE: Detail may not add to totals because of rounding. ’
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Estate Tax l!eturns, 1989-1991

by Barry W. Johnson

__from a decedent’s estate to_its.beneficiaries and is

n 1991, there were 53,576 Federal estate tax re-

turns filed for U.S. decedents with gross estates

at or above the $600,000 filing requirement, an 80
percent increase over the number filed at an equivalent
threshold in 1982. These decedents had a. combined total
gross estate of $90.9 billion, almost 94 percent more, in
real terms, than their 1982 counterparts. The group of
U.S. decedents with gross assets of at least $5 million
changed the most, increasing in number by 137 percent,
while the gross assets grew by almost 143 percent
between 1982 and 1991. Some of this growth is attribut-
able to a tax law change which took effect in 1982,
allowing an unlimited deduction from gross estate for
bequests to a surviving spouse, thus potentially increas-
ing the wealth of decedents who were widows or -
widowers.

Background

The Federal estate tax is a tax on the transfer of assets

Soutces and Limitations). Data for the 1991 Filing Year
are also presented to facilitate comparisons with past data
[2]. When data from different filing years are being
compared, all dollar values are converted to constant 1989
dollars (based on the decedent’s year of death) in order to
lessen the effects of inflation on the resulting trends [3].

1989 Decedents

Thete were an estimated 50,376 decedents who died ir in
1989 with gross estates at or above the $600,000 filing
requirement. They represented approximately 2.3 percent
of the total U.S. decedent population [4]. Together, their
gross estates totaled-almost $87.7 billion (see Figure A).

1989 Estate Tax Decedents, Selected Items, by
Sex of Decedent

[Money amounts are in miltions of dofars)

therefore levied on the estate. Beginning in 1977, the tax
on yearly gifts greater than $10,000 made by living
individuals and transfers made by a decedent’s estate
havebeen combined into a single tax, with a single
lifetime tax credit, known as the unified credit. Since
1987, this credit has been $192,800, which is equivalent
to the tax on $600,000 worth of assets, creating, in
effect, a filing threshold of $600,000 [1]. Tax rates are
graduated and ranged fromi 16 to 55 percent in 1989-
1991: Relevant changes to the estate tax law.are .’

. discussed in the appendix to this article.

" The-executor of an estate has up to 9 months after a
decedent’s death to file a return; a 6-month extension is
available beyond that. Thus, returns filed in a particular .
year will include some returns filed for decedents dying
in that year, but will be primarily for decedents who died
in the previous year. There will also be a small number
of returns for decedents who died in earlier years. '

Because the returns filed in a given year represent
decedents who died in many different years, the resulting
data reflect different economic conditions and may be
subject to different tax law environments. It is, therefore,
useful to study decedents who died in the same year, by

.combining returns filed over a perlod of several years.-
'By concentrating on a single year of death these llmlta-

tions can be overcome.
_ This article presents data from returns filed in 1989-
1991, focusing on decedents who died in 1989 (see Data

Barry W. Johnson is ari economist with the Foreign Special

Projects Section. This article was prepared under the dtrectzon .

of Mtchael Alexander, Chief. \

.__ltem Al Male_ | Female_
' . decedents | decedents :| decedents
(§)] @ ®
~ Number of retums..................... 50,376 28031 | 22,345
Gross estate, date-of-death..... 87,684 - 62,469 35.21_5
Aliowable deductions............... 38,488 28,761 9,727
Estate tax after credits............. 9,029 4,074 4,955

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

. Females accounted for approximately 44 percent of the -
1989 éstate tax decedents and for about 40 percent of the
reported gross estate. The majority, 64 percent, of them
were widowed; only 24 percent were married (see Figure
B). Overall, the average value of their gross estates was
almost $1.6 million, slightly higher for married decedents
than for those who were widowed, and much lower, $1.3
million, for the 8 percent who were single at death.

_Over 66 percent of male estate tax decedents who died
in 1989 were married and 22 percent were widowers. -
Male decedents who were married at the time of their

-death had an average gross estate of almost $2.0 million,

while widowers had an average estate of $1.6 million. The
average size of gross estate for those who were single was
almost $1.8 million, 51gmficantly higher than their female
counterparts. -

The average age at death for male decedents was 73.8
years. This was 2.0 years higher than the national average
for all U.S. male decedents in 1989. For female decedents,
the average age at death was 79.9 years, again higher than
the national average for women, but by only 1.3 years.
These results are not surprising because it is well docu-

‘mented that the wealthy live longer than the general
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.Figure B

1989 Estate Tax Decedents, by Sex and Marital
Status of Decedent

Married
H snoe

D Widow or widower

I]]Hm Other

Real estate
(21.7%)

Mortgages
and notes
(3.1%)

Noncorporate (6.7%)
business assets! Cash
(4.7%) (12.1%)
1986 Decedents

1includes farm assets and limited partnerships.

|
b

Stock
(33.5%)

NOTE: All percentages are based on values converted to constant 1989 dollars.

population due to factors such as safer work environ-
ments, better access to health care and better nutrition. It
should also be noted that the gap between the average age
of males and females for whom estate tax returns were
filed, 6.1 years, was less than the 6.8 year average differ-
ence for the general population. This gap has been declin-
ing in the general population since the 1970’s [5].

Although females made up a smaller portion of the total
filers, estate tax returns filed for female decedents re-
ported the largest estate tax liability, accounting for about
55 percent or almost $5 billion of the total reported for all
1989 decedents. This is attributable mainly to the use of
the unlimited marital deduction to postpone payment of
estate taxes until the death of the second spouse. Because
female decedents lived, on average, over 6 years longer
than males, their estates are most often liable for the estate
tax.

Assets

Overall, investments in corporate stock made up the
largest share of gross estate for decedents who died in
1989, accounting for $27.2 billion or about 31 percent
(see Figure C). Of this amount, at least $7.1 billion had
been invested in closely held corporations [6]. Real estate
holdings accounted for almost 23 percent of the total.
Investments in corporate, foreign, and Federal or State
and local Government bonds amounted to almost 17

Composition of Gross Estate of 1986 and 1989 Decedents

Life insurance
(3.1%)

Life insurance
(3.1%)

Real estate
(22.6%)

Stock
{31.1%)
Mortgages {1 3

(2.6%)

Noncorporate Cash
business assets! (12.0%)
(4.2%)

1989 Decedents
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percent of these estates; tax-exempt State and local
Government bonds accounted for almost 68 percent of
total bond investments. Cash .was the fourth largest asset
category, with a total of $10.6 billion, which amounted to
12 percent of the total. The rest was distributed fairly’
evenly among the remaining categories. The category in
Figure C labeled “other assets™ includes well over $1.1

- billion in art investments.

A comparison of the cbmposition of the estates of 1989

decedents with that of 1986 decedents shows little change.

The percentage of assets held as corporate stock decreased
from 33.5 percent to 31.1 percent, while the portions held
as bonds and cash both increased. The popularity of

mutual funds among investors increased notably between o

1986 and 1989, with money market and bond funds
experiencing the most growth [7]. This may have contrib-
uted to the increase in the percentage of assets held as
cash, since money market mutual funds are included -

- there. The increase in the relative amount held as real es-’
_tate from 21.6 to 22.6 percent continues the trend ob-

declined by about 19 percent, the largest change to any
single asset category. The value of stock in closely held
companies declined by about 13 percent. This is not -
surprising since many closely held corporations are small
and much of their value is dependent on the reputation or
skills of one or a few individuals, in this case, the skills of
the decedent. It is notable that the alternate value of State
and local Government bonds was actually higher, overall,
than their value at the time of the decedent’s death.

As in the past, bequests to a surviving spouse accounted -
for the largest single deduction from total gross estate for
1989 decedents (see Figure E). In general, bequests made
to a decedent’s spouse are fully deductible from total .

- gross estate. This deduction accounted for 79.1 percent of

the total for estates with no tax liability and almost 50
percent of the deductions for taxable estates (i.e., those
reporting a tax liability). The second most 51gmﬁeant
deduction.was that for-bequests to-charities,-accounting——

- served i in studles of 1982 and 1986 decedents [8]

Albmah'aluaﬂon i

Federal ¢ estate tax law provides for the “alternate valua-

tion” of an estate in the event that there is a decline in the
value of the estate within 6 months. of the decedent’s
death. If elected, the value of all assets must be reported
on the tax return at both the date-of-death and alternate
values. Alternate valuation must result in a net decrease in

the value of the estate, even though some individual assets

may actually have a higher value at the later valuation-

date.

Alternate valuatlon was elected for the estates of 4,710 -

decedents who died in 1989, or about 9 percent of all

Figure D

returns filed, lowering the valueiof these estates by over :
'$500 million- (see Figure D). For estates. electmg altemate
. valuation, the value of corporate and foreign bonds

for 10.6 percent of total deductions for nontaxable estates
and 22.5 percent for those reporting taxes. The category in
Figure E labeled “other” includes deductions of $242
million for funeral expenses; $656 miillion for estate
administration expenses and over $1.6 billion (about 2
percent of total gross estate) for attomey and executor
fees.

Over 19 percent of all 1989 decedents made a charltable o

bequest. Estates with no tax liability reported a deduction

. for charltable bequests which was 7.3 percent of gross

assets, in contrast to a deductlon for charltable bequests of .
just 5.9 percent reported on returns showing a tax liability

. [9]. The fact that estates in the latter group did not elect to::

make a larger charltable bequest thereby: reducmg thejr- . B
estate tax llablllty, suggests that tax mcentlves prov1de

' Date—of—Death and Alternate Values for Selected Assets Reported by Estates Electmg Alternate ’

Valuation, 1989 Decedents

[Money amounts.are in thousands ot dollarsj

Selected asse'ts‘, ’ Dete-ot-death E S ' Alternate Percentage
~ . L B value - - - |- - difterence -
() @ . G
Total gross estate 11485203 | . 10,973,073 45
Real estate 1,673,619 '1,600,858 ’ S a3
-State and local Govemment bonds.......... X 1,548,988 1,563,207 ' . 0.9 .
Corporate and foreign bonds. ) " 156,667 -1 - 126,521 -19.2° -
Closely held stock 1,295,785 - 1,128,747 -12.9
OHhEE STOCK:....c.iiciiriiiitirin it se e ssses e e e sns e nnn sosmnenae 3,577,951 ’ 3,358,688 -6.1
NONCOTPOrate BUSINESS ASSOLS............cc.cerrverierirerrrerieraeeseeeresraserarssessosssssnns 279,065 | 269,260 T -35
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Deductions Claimed for 1989 Decedents, by
Tax Status of Estate

Billions of doilars
30 -

25

15

10

Nontaxable returns

Taxable returns

Bequests to spouse . Debts and mortgages

D Charitable bequests H]]I[[I Other

only a part of the motivation for charitable giving [10].
Single decedents were the most likely to make chari-
table bequests; almost 55 percent of single female dece-
dents and more than one-third of single male decedents
made a bequest to charitable organizations (see Figure F).
Over 29 percent of widowed females, the third most

philanthropic group, made a charitable bequest. In con-
trast, only about 8 percent of married male or female
decedents included charities among the beneficiaries of
their estates. These findings are indicative of the competi-
tion that can exist between family obligations and philan-
thropic goals.

Single decedents who made charitable bequests gave
almost 44 percent of their net worth to charities. Single
males, giving 49 percent of their net worth, were the most
generous. Married decedents made the smallest bequests,
giving only 11 percent of their net worth to charities. In
general, male decedents gave a larger share of their net
worth to charities than did females.

As a group, 1989 decedents gave almost $5.8 billion to
charities. Almost 60 percent of those making charitable
gifts included religious organizations among their benefi-
ciaries, making them the most frequently remembered
group. However, the size of the individual bequests were,
on average, smaller than those given to other organiza-
tions. The largest share of bequests from female decedents
(nearly $1 billion) went to organizations involved in
education, medical care or scientific research (see Figure
G). Male decedents favored private foundations, be-
queathing them over $1 billion. These are organizations
established by the decedent or other family members
which are usually involved in a variety of philanthropic
activities. They are becoming increasingly popular be-
cause they afford the donor more control over the uses of
gifts and often create a more lasting legacy [11].

Filing Year Data

Between 1982 and 1991, the number of estate tax returns
filed for U.S. decedents with gross estates of at least
$650,000 increased by almost 81 percent [12,13]. The

Estates of 1989 Decedents with Net Worth of $500,000 or More and with Charitable Bequests:
Donors as a Percentage of All Decedents and Gifts as a Percentage of Net Worth, by Sex and

Marital Status of Decedent

All Male Female
Marital status decedents decedents decedents
Percentage Percentage Percentage Percentage Percentage Percentage
that were ot net worth that were of net worth that were of net worth
donors given donors given donors given
() @ ® @ (5) )
Total 19.5 23.7 14.3 229 259 246
Married 8.1 10.9 8.2 1.3 7.8 8.0
Widow or widower 26.9 246 251 26.0 291 241
Single 43.2 43.7 33.5 49.0 54.7 36.9
Other. 21.7 32.7 18.9 36.2 25.6 29.2
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Social welfare
T (2.3%)

Other

(19‘3

Education,medical
and science
(26.0%)

I

Arts and
humanities
(2.1%)

Religious \
(8.5%)

Private
toundations
(41.3%)

Recipients of Charitable Bequests, by Sex of 1989 Decedents

Social weltare . :
(2.0%)

Education, medical
and science
(33.5%)

]

Ars and
humanities
. (8.5%)

Religious
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Private
foundations
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_Male Decedents__

NOTE: Percentages are based on amounts of chaﬁtable b

;7 ;jEemaIe.Decedénts

quests made by decedent

graph in Figure H shows the number of returns plotted
along with gross assets, by filing year [14]. The difference
in the slope of the two lines indicates that the value of
assets held by this group has grown faster than the
number of filers. A closer look at this increase shows that
the number of filers with gross estates of less than $5
million increased by about 80 percent between 1982 and
1991, as did the total value of the assets, meaning that .
most of the increase in total assets was due to the in-
creased number of filers above this level of wealth (see
Figure I). On the other hand, the number of returns filed
for decedents with at least $5 million in gross assets grew
over 137 percent while the combined value of thé assets
increased about 143 percent over the same period. '

In contrast to the large increase in both the number and
wealth of estate tax decedents during the period 1982-
1991, the real value of tax generated by their estates rose
by a more modest 30 percent (see Figure J). This rela-_
tively small change was due to several significant modifi-
cations to the estate tax law which took effect during the

-same period. These included the introduction of the

unlimited deduction for assets left to a surviving spouse
and the lowering of the top tax rate from 70 to 55 percent,
and an increase in the unified credit. -

Much of the growth in both the number of filers and the
total wealth they held is partially attributable to the boom
in both the real estate and stock markets during this

period. Another important factor may be the effect of the
unlimited deduction from gross estate allowed for be-
quests to a surviving spouse. This law encourages a
decedent spouse to leave the bulk of his or her estate to

" Number and Gross Estate for Decedents with - ‘
Gross Estate of $650,000 or More, Filing Years
1982-19911 - |

Thousands of returns

90 r

- Billions of dollars .

"o 0
80 — "¢
L e 1 e0
70 F Gross estate @~ 1 70
60 | - ./0/ 1 e
50 | { so
‘— 1
40 L} —e - ’_’—0 1 40
o
80 r 3 - -7 .Number of-returns - - 1%
——eo_
20 1 20
10 b { 1w
o A . . . . "o
1982 "1983 1984 1985 1986 1987 1988 1989 1990 1991
Filing Year

1 Gross estate is based on values converted to constant 1989 dollars. ‘
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Estate Tax Returns Filed in 1982-1991: Number of Returns and Total Gross Estate, by Size of

Gross Estate and Filing Year!

[Numbers of returns are in thousands, money amounts are in millions of dollars)

Total $650,000 $1,000,000 $5,000,000
Filing year under $1,000,000 under $5,000,000 or more
Number Amount Number Amount Number Amount Number Amount
) @ @ “ ® ® @) ®

1982 251 41,638 124 9,773 1.9 20,928 08 . 10,937
1983...... 25.4 42,436 12.7 10,062 11.8 20,653 0.9 11,721
1984.. 23.3 40,303 12.2 9,713 10.1 18,483 1.0 12,107
1985 327 57,422 159 12,615 154 27,007 14 17,800
1986......oneercnniticenen e e 35.2 64,399 16.7 13,210 17.0 32,325 15 18,864
1987 ..t e 39.0 70,594 184 14,707 18.7 34,028 1.8 21,860
1988.... it e 40.5 74,502 18.2 14,560 20.7 37,151 17 22,792
1989......oeiiecnienirerers e 432 79,567 203 16,016 21.0 38,918 19 24,634
1980 451 83,258 212 16,856 21.9 39,535 2.0 26,868
1991.......... 454 81,678 221 17,680 214 37,413 1.9 26,585
Percentage increase, 1982-1991................ 80.9 96.2 78.2 80.9 79.8 78.8 137.5 143.1

+ Gross estate is based on values converted to constant 1989 dollars.

the surviving spouse, creating more, wealthier widows
and widowers, thus increasing the number of returns
subsequently filed after the death of the surviving spouse.
Total assets owned by the U.S. household sector, as
measured by the Federal Reserve Board’s Flow of Funds
accounts, grew by an inflation-adjusted 40 percent during
1982-1991. While it is not surprising that the value of
assets owned by individuals at the upper end of the wealth
distribution would increase at a rate higher than that of the

Gross Estate and Estate Tax After Credits for
Returns Filed for Decedents with Gross Estates
of $650,000 or More, Filing Years 1982 and 19911

Billions of dollars
20 F

81.7
80 |
70
6o | Y ] 1922
50 1991
40 %
30
20
10 6.6 i 8.7
0 W
Gross estate Estate tax after credits

1 Gross estate is based on values converted to constant 1989 dollars.

general population, some of the difference is certainly due
to changes in bequest patterns.

Summary

Of the estimated 50,376 decedents who died in 1989 with
gross assets at or above the $600,000 filing requirement,
44 percent were female. While they owned only about 40
percent of the gross assets, their estates incurred almost
55 percent of the tax liability for all 1989 decedents.
Female decedents had an average age at death of 79.9
years, 6.1 years more than that of male decedents.

Investments in corporate stock made up the largest
share of gross estate for 1989 decedents, with real estate
holdings accounting for the second largest share of the
total. Estates of 1989 decedents held more of their assets
as bonds and cash than did those of 1986 decedents. Tax-
exempt State and local Government bonds accounted for
the largest share of total bond holdings.

The number of estate tax returns filed for decedents
with estates above a constant dollar threshold ($650,000)
increased 80 percent between 1982 and 1991. The number
of estates with gross assets of $5 million or more in-
creased by 137 percent while the value of the assets grew
by 143 percent. Because of significant revisions to the tax
code, the relative amount of tax liability reported on all
Federal estate tax returns increased by only 30 percent
over the same period.

Data Sources and Limitations

The data presented in this article are estimates based on
samples of Federal estate tax returns filed in 1989, 1990
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and 1991. These samples were limited to returns filed for
decedents who died after 1981 with total gross estates of

- at least $500,000. (A $500,000 threshold was used in _
order to include any delinquent returns filed for decedents
dying before 1987.) The sample for the 1989 Filing Year -
included 7,317 returns out of a total population of 48,097.
In 1990, the yeat in which most returns for 1989 dece-
dents were filed, 15,043 returns were sampled out of a
total of 53,228, There were 6,991 returns out of 56,512
sampled during the 1991 Filing Year. Of the 26,351
returns sampled during 1989-1991, there were 17, 571
returns filed for 1989 decedents. ’

"Estate tax returns were statlstrcally sampled while the
returns were being processed for administrative purposes,
but before any audit examination. Thus, returns were = -
selected on a flow basis, using a stratified random prob-
ability sampling method, whereby the sample rates were
preset based on the desired sample size and an estimate of
the populat1on The design had three stratification  vari:
ables: year of death, age at déath and size of total gross .

|—estate. For the-1989-1991 Filing Years, the year of death -

variable was separated into two categories: 1989 year of
death and non-1989 year of death. Age was disaggregated
into five categories: under 40, 40 under 50, 50 under 65,

- 65 under 75, and 75 and older (including-age unknown). °
Total gross estate was limited to three categories: .
$500, 000 under $1 million, $1 mllhon under $5 million,
and $5 million or more. Sampling rates ranged from'7 to
100 percent; returns for over half of the strata were se-
lected at the 100 percent rate. - e

An examination of returns filed between 1982 and 1991
tevealed that almost 99 percent of all returns for dece- '
dents who die in a given year are filed by the end of the
second calendar year following the year of death. Further,
the decedent’s age at death and the length of time between

~ the decedent’s date of death and the filing of an estate tax
return are related. It-was therefore possible to predict the
percentage of unfiled returns within age strata, using an
ordinary least squares regression model. The sample -

weights were adjusted accordingly, in order to account for - |

returns for 1989 decedents not ﬁled by the end of the
1991 Frlmg Year 2

Explanation of Selected 'I'enns 2
Brief definitions of some of the terms used in thls article
are provided below: " : : :
Adjusted taxable estate. —-Ad_]usted taxable estate was
equal to the sum of taxable estate. and ad_]usted taxable
- gifts.
Adjusted taxable gzﬁs —Certain gifts made durmg the

life of an individual who died before 1982 were automati-

cally included in the gross estate. However, for the estate
of an individual who died after 1981, these gifts' were not
generally included in the gross estate. Instead, they were
added to the taxable estate, creating the “adjusted taxable
estate” for the purposes of " determmlng the estate tax
before credits.”

Annuities.—These wére investments for whlch a person
received a fixed income for a set period of time. They
include assets related to pensions or retirement, such as-
€quity in a Keogh self-employed retirement plan or in
individual retlrement arrangemients (IRA’s).

 Bequests to'a surviving spouse.—This was equal to the
value of property interests passing from the decedent to
the surviving spouse and was taken as a deductlon from
the “total gross estate.” S

Closely held stock.-—This is'stock in any’ corporatlon =
which was not traded on a public stock exchange. It most
often refers to a small corporation in which a decedént .
exercised a great deal of control as evidenced by a large
percentage of ownership. It is shown separately because it

- —1s often-difficult for executors-to-value-such:stock: since-it-—|—-

" isnot frequently traded and because the'value of these
compames is often’very dependent on the personallty or "
skills of the1r owners, and may change 1f the prlmary
- ownerdies. - -+ - ms -

Estate tax aﬁer credits.—This was the tax llab111ty of
the estate remaining after subtraction of credits for State -
death taxes, foreign death taxes, taxes on prior transfers -
and Federal gift taxes prev1ously paid. In addltlon,

“unified credit,” graduated accordlng to the year of death
anda “credit” for gift taxes pa1d on post-1976 glfts is -

' allowed (see also “Unified credlt”)

Estate tax before credn‘s —This was the tax obtamed by :
applying the graduated estate tax rates tothe adjusted -
taxable estate reduced by the’ amount of Federal gift’ taxes
previously paid.

Federal gift taxes prevrously patd. -——Credlt was allowed
against the estate tax for the Federal gift tax paid on'a gift -

~ made by a decedent before 1977. No credit; apart from the
unified credit, was allowed for any glft tax pald on grfts e
made after 1976. .~

. Ltfetzme transfers —Included were two categorles of

* gifts that, by law, had to be reported in total | gross estate:
gifts taking effect at death, and gifts of property in ‘which’
the decedent retained some rxghts durmg his or her life--
time. (eretlme transfers are shown in total as an mforma-
tion itemi in Tables 1-and 2; the types of property trans-
ferred are not shown separately, but are’ included mstead

* in the property types comprising total gross estate )

' Net worth,—Net worth was equal to the total gross :
estate less mortgages and other debts '
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Nontaxable returns.—Nontaxable returns were those
with no estate tax liability after credits.

Other tax credits.—This is the sum of all tax credits
(other than the unified credit) taken as a deduction from
the estate tax before credits. Included are credits for State
death taxes, foreign death taxes, Federal gift taxes and
taxes on prior transfers.

Tax on prior transfers.— A tax credit was allowed for
Federal estate tax paid on property received by the dece-
dent or the estate from a transferor who died within 10
years before, or 2 years after, the decedent. The credit was
intended to lessen the burden of double taxation between
successive estates whose owners had died within a short
period of time. Depending on the time that elapsed be-
tween the deaths, a credit was allowed for all or part of
the Federal estate tax paid by the transferor’s estate with
respect to the transfer.

Taxable estate.—Taxable estate is the base to which the
graduated Federal estate tax rates are applied in comput-
ing the estate tax before credits. Taxable estate is equal to
the value of the “total gross estate™ less deductions for the
following: funeral and administrative expenses; casualty
and theft losses; debts, mortgages, losses and other claims
against the estate, including pledges to charitable organi-
zations; bequests to the surviving spouse; and the “em-
ployee stock ownership plan” (ESOP) deduction (in-
cluded in the statistics for “other expenses and losses™).

Taxable returns.—Taxable returns were those with an
amount of estate tax after credits.

Total gross estate.— An estate tax return was required
in the case of every decedent whose gross estate at the
time of death exceeded the legal filing requirement in
effect for the year of death. For estate tax purposes, the
gross estate included all property, or interests in property,
before reduction by debts (except policy loans against
insurance) and mortgages, or administrative expenses.
Included in the gross estate were such items as real estate,

tangible and intangible personal property, certain lifetime

gifts made by the decedent, property in which the dece-
dent had a general power of appointment, the decedent’s
interest in annuities receivable by the surviving benefi-
ciary, the decedent’s share in community property, life
insurance proceeds (even though payable to beneficiaries
other than the estate), dower or courtesy of the surviving
spouse (inherited property) and, with certain exceptions,
joint estates with right of survivorship and tenancies by
the entirety. In this article, it almost always refers to the
value of assets at the time of the decedent’s death (see
also “Total gross estate, alternate value” and “Total gross
estate, tax purposes”).

Total gross estate, alternate value.—All property
included in the gross estate could be valued at one of two

points in time. While the value of the gross estate at the
date of death determined whether an estate tax return had
to be filed, the executor of the estate had the option of
valuing the estate as of the date of death or 6 months
thereafter. (Any property sold, exchanged or otherwise
disposed of within the 6 months was valued as of the date
of the disposition.)

Total gross estate, tax purposes.—This measure is used
to define the valuation method used by the decedent’s
executor to calculate taxable estate and, ultimately, the
estate tax liability, if any. If alternate valuation was
elected, this will be the alternately valued amount of gross
assets, otherwise, it will be the value of all assets (see
“Total gross estate™) at the time of the decedent’s death.

Unified credit.—The unified credit, so called because it
is used for both estate and gift tax purposes, is applied as a
dollar-for-dollar reduction of the estate tax. (The unified
credit represents the amount of tax on that part of gross
estate which is below the filing requirement.) The credit
must be used to offset gift taxes on lifetime transfers made
after 1976. However, to the extent it is so used, the amount
of credit available at death is reduced. .

Notes and References

[1] The Economic Recovery Tax Act of 1981 provided
for the following increases in the Federal estate tax
filing threshold and corresponding unified credit:

Year of death Filing threshold Unified credit
1982 $225,000 $ 62,800
1983 275,000 79,300
1984 325,000 96,300
1985 400,000 121,800
1986 500,000 155,800
1987 and thereafter 600,000 192,800

[2] Data for the 1989 and 1990 Filing Years are available
in the Statistics of Income Bulletin, Winter 1991-1992,
Volume 11, Number 3, 1992,

[3] Alifigures were converted to constant 1989 dollars
using the implicit price deflator for gross domestic
product, Economic Report of the President, U.S.
Office of Management and Budget, 1993. Only
returns with $600,000 or more of gross estate in 1989
dollars were included.

[4] National Center for Health Statistics, Monthly Vital
Statistics Report, Volume 40, Number 8, Supplement
2, Washington, DC, January 7, 1992.

{5] Ibid.
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[6] Untraded or closely held stock is identified from the
descriptions of assets provided by executors on the
Federal estate tax return. When such descriptions are
too vague (or absent) to make a reasonable determi-
nation, amounts are included in the more general
“other corporate stock” category. Therefore, the
estimate of “closely held stock” presented in this.

~ paper should be considered extremely conservative.

(7] Investment Company Instltute, 1990 Guide to
Mutual Funds, 1990. :

[8] Johnson, Barry W., “Estate Tax Returns, 19'86-‘
1988,” Statistics of Income Bulletin, Spring 1990,
Volume 9, Number 4,1990.

[9] Because chantable bequests are mcluded in deduc-
tions from gross estate, and therefore endogenous to
the determination of taxable and nontaxable retiirns,
" the distinction between these groups should be
viewed with caution. A generally accepted practice

|- —_ _isto.remove.the. deduction for charitable. bequestS;f

from total deductions and then recalculate the estate
tax liability in order to examine the effect of taxation
on charitable giving. (See Joulfaian, David, “Chari- -
-table Bequests and Estate Taxes,” paper presented at -
the Allied Social Science Annual Meetings, 1990.)

[10] Johnson, Barry and Rosenfeld, Jeffrey, “Factors
Affecting Charitable Giving: Inferences From Estate °
Tax Returns, 1986,” Statistics of Income and Related '
Administrative Record Research: 1990, July 1992, -
pp 55-62. .

-[11] Meckstroth, Alicia, “Prlvate Foundatxons and
Charitable Trusts, 1989, Statistics of Income -
" Bulletin, Winter 1992-1993, Volume 12 Number 3 f
PP 24-62, 1993

[12] A constant dollar threshold of $650 000 is used for
this analysis because a constant dollar $600,000
threshold actually falls below the current dollar
filing threshold for decedent’s dying in 1987 and
-1988, thus providing incomplete information for
those years. The slightly higher threshold eliminates
this problem, giving a more accurate estimate of the
changes from year to year. The threshold is applied
- to'the “total gross estate” used for calculatmg
Federal estate tax liability and may include the value -
of the estate at the time of the decedent sdeath,or
its value 6 months later (see Explanation of Selected
Terms, “Total gross estate, alternate value™).

[13] This analysis i is llmlted to returns filed in 1982-1991
because Statistics of Income did not resume annual

studies of estate tax returns until 1982. The next
most recent study was done for 1977, focusing
mainly on returns filed for 1976 decedents, whose
estates were subject to significantly different tax
laws than those in effect for returns filed during
1982-1991. : .

Statistics of Income samples of estate tax returns
filed in 1984 and 1985 focused primarily on dece- -
dents who died in 1982. Estimates of the general
population of filers in each of these years are
therefore subject to considerable sampling variabil-
ity. ‘ T ‘ :

endix: Tax Law changes Affecting 1989-

[14]

- 1991 Estate Tax Statistics

The modern estate tax has been in effect-since 1916. .

While the tax rates and filing requirements have changed
from time to time, there have been relatively few changes
in the basic structufe of the estate tax since its inception.

—The data-in this- article-have-been-affected by revisions—— |-

included in the Technical and Miscellaneous Revenue Act
of 1988, the Revenue Reconciliation Act of 1989 and the ‘
Revenue Reconcrllatlon Act of 1990 :

Technical and Miscellaneouss Revenue Act of 1988

The Technical-and Miscellaneous Revenue Act of 1988
made several important éhanges to existing estate tax law,
including clarifying and revising rules applymg tothe
deduction for bequests to a surviving spouse, bequeststo . -
grandchildren-and transfers of interests in busmess
enterprlses to famlly members

Estate Freeze Rules

An “estate freeze” occurs when a person transfers a share

- of property to another family member which hasa

disproportionately large share of the potential apprecia-
tion in an enterprise, while maintaining an interest or
share in the income or rights in that enterprise. A.common
practice is for a parent to give thé common stock in a
closely held corporation to a child, while the parent
retains the preferred stock. The parent would pay a gift

. tax for the value of the common stock (usually underval-

ued to minimize taxes) at the time of the transfer, while
maintaining control of the company and an income for -
life. All future appreciation in the value of the company
would increase the value of the common stock, effectively
“freezing” the value of the company held by the parent at
its value at the time of the transfer. :

The estate freeze provisions of the 1988 Act prov1ded
that whenever such a transfer is made and any interest or
share in the income or rights is retained by the transferor,
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the value of the enterprise would be included in the
transferor’s estate. (Under prior law, the retained interest
had to be disproportionately large for the freeze provi-
sions to apply.) If the transferor was married, and chose
to pass the retained interests to the surviving spouse, the
freeze provisions would not apply until the death of the
surviving spouse. In cases where a family member
purchased the substantial interest from the transferor for
“full and adequate consideration” using consideration
(usually money) which was never acquired from the
transferor, only a fraction of the value of the enterprise
would be includible in the transferor’s estate.

The 1988 Act provided several exceptions or “safe
harbors” for business transactions which did not re-
semble retained life interests. The retention of “qualified
debt” was one of these exceptions. In order to qualify,
the debt must require fixed payment of principal and
interest over a fixed term of not more than 15 years (30
years, if secured by real property). The debt could not
grant voting rights, be convertible into an interest in the
enterprise, nor be subordinated to the rights of general
creditors. Similar exemptions existed when a transferor
retained a debt incurred for the cash to start-up an enter-
prise, rights to purchase options or rights to sell or lease
goods or property to the enterprise under certain condi-
tions.

Other provisions of the Act pertaining to estate freezes
provided for the treatment of later transfers, including
transfer of the transferor’s retained interest, as well as
transfer of the original transferred property by the
original transferee. In general, such events were treated
as gifts, resulting in gift tax liability and adjustments to
the value of the enterprise which would be includible in
the transferor’s estate.

Bequests of Property Interests to a Surviving Spouse
Under previous law, no marital deduction was allowed
for estate interests passed to a surviving spouse unless
the surviving spouse had a terminal interest in the
property, i.e., control over the transfer of the property at
the time of his or her death. The 1988 Act provided a
marital deduction for life interests in property for which
the surviving spouse had no terminal interest, as long as
it was “qualified terminal interest property” (QTIP).
QTIP is property in which the spouse has sole right to all
income during his or her lifetime, payable at least
annually, but no power to transfer the property at death.
The Act permitted the marital deduction for such
property because the QTIP would be included in the
surviving spouse’s gross estate through the QTIP
election on the decedent spouse’s estate tax return.

Non-Citizen Surviving Spouses

Prior to the 1988 Act, U.S. citizens and residents were
allowed an unlimited deduction for the value of most
property passing to a spouse, regardless of the surviving
spouse’s citizenship. Under the Act, transfers to a
surviving spouse who is not a U.S. citizen would not
qualify for the deduction, unless the property was placed
in a “qualified domestic trust” (QDT) before the due date
of the decedent spouse’s estate tax return.

A QDT must satisfy the following requirements under
the 1988 Act:

1. all trustees must be U.S. citizens or domestic corpo-
rations,

2. the surviving spouse must be entitled to all trust
income and it must be payable at least annually,

3. the trust must fulfill requirements to ensure that its
proceeds will be subject to U.S. estate tax upon the sur-
viving spouse’s death, and

4. the trust must be irrevocable.

Any distribution from the principal of the trust would
be subject to estate tax as though the distributed assets had
been included in the deceased spouse’s estate. Likewise, if
during the life of the surviving spouse a non-U.S. citizen
or corporation became trustee of the QDT, the trust would
be immediately subject to estate tax.

This section of the 1988 Act also provided for the
inclusion of more than one-half of the value of any jointly
held marital property in the estate of a decedent whose
surviving spouse is not a U.S. citizen. Prior to this, only
one-half of the value of such property was included in the
gross estate of a decedent spouse, regardless of the actual
amount of consideration provided by each spouse toward
the purchase of the property. The 1988 Act removed this
limitation when the spouse was not a U.S. citizen. In such
cases, the included value would be based solely on the
consideration supplied by the decedent spouse toward the
original purchase of the property.

Generation Skipping Transfers

The 1986 Tax Reform Act contained a complete revision
to the generation skipping transfer (GST) tax originally
enacted in 1976. In a typical generation skipping transfer,
a parent either places assets in an irrevocable trust,
retaining an income interest in those assets, or provides
for the creation of a testamentary trust at the time of his or
her death. In either case, after the death of the parent, the
transferor’s children would be given a life income interest
in the trust. After the death of the children, the income
and principal of the trust would be passed to the original
transferor’s grandchildren. Assets originally placed in
trust would be subject to gift or estate taxes at the time of
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the transfer, but would not be taxable again, until the
death of the grandchildren. : _

The GST tax provided for the unposxtron of a ﬂat rate :
tax each time an income interest terminated, or a distribu-
tion was made from the principal of the trust, or a.grand-
parent made a ‘bequest to a grandchild whose parents were-
still living. The 1988 Act contained a number of clarifica-
tions and revisions to the generation skipping transfer
(GST) tax as enacted by the 1986 Tax Reform Act. Most
of these were brought about to ensure that the GST.im-,
poses a tax that is equivalent to the estate or gift tax that
would have been imposed if the property were- transferred
outrlght to each successwe generatlon

Addmonal Prov:smns of the 1 988 Act

1. Under previous law, the estate tax value of. farmland -
could be specially valued as a farm, rather than as real
estate generally. It must have been used by the decedent
as a farm and must be maintained as a farm after the ©

‘|- decedent’s death. If the decedent-had rented-the land to" a—

family member for farming, it would still qualify for °
spec1al valuation; however, if the surviving spouse rented |
the land to a family member for farming after the -
decedent’s death, it would not qualify. The 1988 Act .
allowed the sifviving spouse to rent the farmland toa
fam11y member wrthout v1olat1ng the special use valuatron
provnsrons '

2.The 1988 Act requlred that the Internal Revenue I
Seryvice update mortality tables and" interest rates used to
value annuities and interests for life or terms of years. The
interest rate would be variable, based on the Federal '
midterm rate, and mortality tables were to be updated by .
December 31, 1989, and every 10 years thereafter.

3. The 1986 Tax Reform Act provided for the deduc-
tion of 50 percent of the qualified proceeds from the sale
of employer securities to “employee stock ownershlp
~ plans” (ESOP’s) or eligible worker-owned cooperatives.
The 1988 Act conformed rules governing the participation

~ in'such-plans by surviving members of the decedent’s
family, the estate or related companies, to those appli- .
cable when a living taxpayer makes a similar sale. It also
clarified the statutory period for accessing fines in the
event that these rules were violated. o
~ -4, Loans of art work to charitable organizations would
niot be treated as transfers for gift tax purposes under the
1988 Act, provided that they were used in connection
with. the organization’s tax-exempt function. The full
value of such art would be included in the estate of its
owner, even if it were on extended loan at the time of the
owner’s death.

Revenue. lleoonclllaﬂon Act of 19..
The Revenue Reconciliation Act of 1989 made relatlvely
few changes to the estate tax law. The most significant
change was the complete repeal of all provisions for a 50
percent. deduction for sales of employer securities to -
- ESOP’s or worker-owned cooperatlves The only other -
significant changes dealt with revisions and clarifications
to the 1988 rules regarding deductions for bequests to .
non-cmzen spouses. . :
The 1989 Act revised the marrtal deductlon by allowmg
for bequests to a non-citizen spouse through an irrevo- .

- cable.QDT, even in cases where the surviving spouse was
only the life beneficiary of such a trust without any
terminal interests. It also provrded that property passmg to
the surviving spouse would qualify for the mantal deduc-.
tion in the event that the non-citizen spouse became a " . -
'U.S. citizen after the decedent’s death, but before the -
decedent spouse’s estate tax return had been filed, pro-
vided that the surviving spouse had been a U.S. resident at

—all times.after the decedent’s.death. Fmally, the 1989 Actf -
permitted gifts from the decedent spouse to the non-
citizen surviving spouse whlch had been used to purchase
marital joint property to quahfy as the surviving spouse’s
consideration in determmlng the value of such property to
be included in the éstate of. the decedent spouse. -

The 1989 Act included some modlﬁcatlons to the ,
 definition of a QDT. Only one trustee of the QDT needed
" to be a U.S. citizen, but that trustee would be required to.
approve all distributions. Not all of the income of the trust
~ had to be paid to the surviving spouse, as long as the trust-
‘would qualify for a marital deduction if the surviving: . -

. spouse had been a citizen. All deductions from gross
estate (i.e., charitable bequests, debts and funeral ex-
penses) were allowed when calculating estate tax on
distributions from the QDT. In addition, distributions -
made due to hardship would not be subject to estate tax:
Lastly, distributions made from the trust after a surviving
spouse became a U:S. citizen would not be subject to tax
as long as the surviving spouse had been a U.S. re51dent
since the death of the decedent spouse.

IIevenue Reconclliation Aci of 1990

The Revenue Reconciliation Act'of 1990 dealt mainly
.with modifications to existing rules regarding generation
skipping transfers, deductions for bequests to non-citizen
survxvmg spouses and estate freezes.

Estate Freeze Rules

The most significant estate tax consequence of the
Revenue Reconciliation Act of 1990 was the repeal of the
estate freeze legislation introduced in the Omnibus
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Budget Reconciliation Act of 1987, along with all
subsequent revisions. In its place, the new Act changed
gift tax rules dealing with the valuation of gifts at the time
of the transfer. The value of the gift was to be calculated
as the value of the enterprise minus the value of the
transferor’s retained interest. By establishing specific
rules for the valuation of the retained interest, the 1990
Act attempted to impose more control over the valuation
of gifts.

Because the value of a retained interest is often based in
large part on discretionary rights as to dividends, liquida-
tion, conversion, calls or puts, these rights were given no
value under the guidelines established by the 1990 Act
unless they were only exercisable at specific times and for
specific amounts. If such rights were unexecuted at the
time of the decedent’s death, their value would be in-
cluded in the decedent’s gross estate, even though after
death they would have no value. In general, if a
decedent’s family owned more than 50 percent of an
entity, the 1990 rules assumed that all retained interests
would be exercised at their lowest possible value.

The 1990 Act did, however, provide certain exceptions
to the valuation rules, as in the case where there are
readily obtainable market quotes for valuing the trans-
ferred property. Similarly, if the retained interest was
substantially the same as the transferred interest, the
valuation rules generally did not apply.

Non-Citizen Spouses

The 1990 Act further modified the definition of a quali-
fied domestic trust by eliminating the requirement that the
U.S. citizen trustee approve all distributions from a QDT.

Instead, it gave that trustee the right to withhold the
potential amount of estate tax on such a distribution. It
allowed for the payment of Federal income tax on a QDT
asset (such as on capital gains) from the principal of the
trust without incurring additional estate tax. It also
allowed foreign and State death tax credits against estate
tax due on the QDT at the death of the surviving spouse,
if the property for which the credit was allowed would
have been part of the gross estate of a U.S. citizen.
Finally, the deduction for a QDT was disallowed if the
estate tax return was filed delinquently, i.e., more than 1
year after the due date (including filing extensions).

The rule for determining the value of marital joint
property includible in the decedent spouse’s estate was
further relaxed under the 1990 Act. Any transfer from the
surviving spouse which created a joint tenancy would be
treated as consideration belonging to the surviving
spouse, if the transfer would have constituted a gift had
the donor been a U.S. citizen.

Generation Skipping Transfers

The 1990 Act also contained two minor revisions with
regard to generation skipping transfer trusts. The first was
to define distributions from from the principle of the trust
which were required by State law as nontaxable distribu-
tions, as long as such distributions were discretionary or
pursuant to any to any State law substantially equivilant to
the Uniform Gifts to Minors Act. The other was to require
that the assets of a trust which terminate on the death of
the beneficiary be includible in that person’s gross estate
in order for the trust to qualify as a generation skipping
trust.
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Table 1. -Estate Tax Returns Filed in 1991: Gross Estate by Type of Property, Deductlons Taxable Estate, -
Estate Tax and Tax Credits, by Size of Gross Estate!

[AN figures are based on samples ~ monay are in thousands of doltars)
Size of , Number of Gross estate, Real estate Closely held stock Other stock
gross estate . .retumns | date-of-death . . .
: ' ; " Number * Amount "Number. " Amount Number . Amount
. ) ) 3). @ 5 -« (6) ™ )

XTI — 53576 90,834,303 " 45,842 " 19,934,381 ‘8,530 6,516,816 41,997 20,570,884
$600,000 Lnder $1,000,000.... 28,202 21,791,811 23,690 . 6,016,655 2,978 565,892 21,180 3,656,104
$1.000,000 under $2,500,000.. 19,785 28,850,841 17,059 7417310 . 3749 " 1,249,328 15,034 - 5,896,960
$2,500,000 under §5,000,000.. '3,438 * 11,656,955 2,678 2,324,188 992 . 857,909 3,020 2,777,316 -
$5,000,000 under $10,000,000. 1321 8,018,158 1,225 1,726,003 489 082,569 1,180 ©2,224,754
$10,000,000 under $20,000,000. a2 6,438,469 a4t 1,119,159 188 730,697 42¢ 1,785,254
$20,000,000 or more.... 259 13,180,070 | - 243 1,331,066 134 © 2,130,421 243 4,230,495

Taxable returns, total. 24,781 - 83,356, so’o 19,063 -+ 9,873,021 2,889 " 3,708,777 20,334 14,492,809
$600,000 under $1,000,000. 10,875 * 8,839,80 " 8321 " 2,044,914 . 648 | 159,272 8,339 "1,730,792
$1,000,000 under $2,500,000.. 10325 . 15,241,738 8,488 3678144 | " 1,223 * 400,582 8,714 © 3,664,951
$2,500,000 under $5,000,000.. 2,161 . >7,541,352 - 1,829 1,296,263 524 405,381 1,678 2,195,831
$5,000,000 under $10,000,000... 864 © 5,004,938 792 1,020,318 270 538,952 787 1,723,900
$10,000,000 under $20,000,000. st 4,801,508 330° .- 757,591 116 439,430 323 1,528,218
$20,000,000 or more... 205 11,027,263 192 1,075,792 108 " +1,763,160 193 3,649,117

‘N able returns, t}‘n.n : 28,796 " 37,577,604 25,679 * 10,061,360 5,642 2,810,039 21,663 - 6,078,075
$600,000 tinder $1,000,000..... : 1747 ~12,651910 [ 15368 3,671,742 2,329 406,619 12,851 T 1925313
—$1;000,000-under $2,500,000 ———0,470—| — - 13,708,105- —|——8; 561——|—3.730/166-—|— —2.526—|— ~848.747—|- — —7:200— |-*—2230.000— —

$2,500,000 under $5,000,000.. 1,277 7 4,115,602 1,149 1,027,926 © 488 452,528 1,043 561,485
$5,000,000 under $10,000,000. 457" | 3,013,220 ‘433 705.685 219, 443,618 393 500,854
$10,000,000 under $20,000,000. 121 1,634,961 17 361,568 72, 291,267 106 257,036
$20,000,000 or mora. 54 2,152,808 ) 255,274 28 367,261 50 " 581,379

Tl Sizeof State and local (3:6V6'}nmén¥ bonds | Federal Govemment savings bonds | Other Federal Govemment borids Corporate and foreign bonds

gross estate -, . : :
) Numbe ‘Amount Numb ©Amount "+ Number Amount Number Amount

@), {10) R (12) -, (13), - (14 (15) (1)

All returns, total T 29842 ' 10,527,938 8,329 375,991 - 17,222 4,151,495 15,845 * 1,015,879
$600,000 under $1,000,000. 13371 1,827,137 5008 . | - 175867 8,348 " 860,454 7,487 332,484
$1,000,000 under $2,500,000.. 11,840 3405768 | " .'2686 * 154,463 6,567 1,200,920 - 6,458 - ' 333,368
$2,500,000 under $5,000,000..... 2,556 1,700,962 "a44 28,609 1,406 . 548,927 1,164 ‘- 87598
$5,000,000 under $10,000,000. 1,011 1,251,920 -140 10,209 526 . 374,349 as7 .+ 56132
$10,000,000 under $20,000,000.. 362° 881,069 3. 6114 213 290,641 165 - | - ari22
$20,000,000 or more. G202 1,360,162 | . 17 728 143° 876,204 114 159,175

" Taxable retumns, total. 15,354 " 7,107,087 4,093 221,572 8,970 2,855,226 8738 - |'"" 678,690
$600,000 under $1,000,000. 5,790 . 056877 |- 2073 86,717 3,399 * 400,500 3563 197,167
$1,000,000 undar $2,500,000.. ' 8674 2,047.928 1641 . 97927 387 755,473 3,862. 208,612
$2,600,000 under $5,000,000.. 1,783 " 1,250,850 348 ° . 23,028 1,036 - 396,963 760 62,186
$5,000,000 under $10,000,000... - 691 918,845 < . 7332 369 276,191 313 38,139
$10,000,000 under $20,000,000.. 283 ' 694,855 25 . 5915 . 179 256,131 130 42,488
$20,000,000 o more... ‘ 163 .1287703 | 12 654 116 769,969 0 | 130,007

Nontaxable retums, totel. 14,008 3420881 |* “a238 154,418 8252 1,206,269 7,106 " aar,188
$600,000 under $1,000,000 7,582 " 970,260 2,93 * 89,150 4,048 459,953 3,803 135,327
$1,000,000 under $2,500,000.. "t 5,266 ¢ : 1 357,840 1,148 . 66,536 . ans 445,447 2,596 124,756
$2,500,000 under $5,000,000.. ot 803 450,133 ‘85 ¢ " 5582 37 . 151,963 "404° T 25412
$5,000,000 under $10,000,000. 319° * 333,078 a7 ‘2,877 157" 98,159 - 143 17,993
$10,000,000 under $20,000,000.. C o7l 187,114 | - 8 199 34’ © 34510 35 4,634
$20,000,000 or mora... a9 ‘ 27 106,236 29,068

RE
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Footnotes at end of table.
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Table 1.—-Estate Tax Returns Filed in 1991: Gross Estate by Type of Property, Deductions, Taxable Estate,
Estate Tax and Tax Credits, by Size of Gross Estate'--Continued

[All figures are based on ples — money amounts are in thousands of dollars]
Sizo of Cash Mortgages and notes Life insurance Annuities
gross estats :
Number Amount Number Amount Number Amount Number Amount
(17) (18) (19) (20) (21) (22) (23) (24)

All returns, total... 52,890 11,718,663 16,847 2,336,071 29,196 3,013,309 20,265 3,162,349
$600,000 under $1,000,000. 27.881 4,563,938 8,007 634,669 15,405 932,810 10,321 1,000,843
$1,000,000 under $2,500,000.. 19,565 4,002,563 6,374 741,165 10,730 1,288,083 7.865 1,373,736
$2,500,000 under $5,000,000.. 3,400 1,270,133 1.441 297,077 1,942 461,811 1,342 396,388
$5,000,000 under $10,000,000.... 1,318 769,778 621 233,988 725 206,988 487 218,980
$10,000,000 under $20,000,000.. 469 467,158 238 154,433 247 75,74 165 124,742
$20,000,000 or more 257 645,092 166 274,739 147 47,877 85 47,561

Taxable , total 24,564 7,231,277 7.201 1,103,240 10,674 781,860 6,709 1,074,725
$600,000 under $1,000,000. 10,716 2,320,665 2,564 156,757 4572 159,702 2,707 249,677
$1,000,000 under $2,500,000.. 10,272 2,557,194 3,136 316,367 4,423 319,544 2,919 415,288
$2,500,000 under §5,000,000.. 2,161 870,454 873 165,418 984 126,041 661 194,063
$5,000,000 under $10,000,000. 862 559,371 411 141,741 419 100,813 255 101,733
$10,000,000 under $20,000,000. 350 384,584 171 97,012 167 38,021 107 82,391
$20,000,000 or more.................. 203 539,010 138 225,945 109 37,740 60 31,573

N bl , total 28,326 4,487,385 9,556 1,232,831 18,522 2,231,449 13,556 2,087,625
$600,000 under $1,000,000...................... 17,165 2,243,273 5,444 477,912 10,833 773,108 7.615 751,266
$1,000,000 under $2,500,000 9,293 1,445,369 3,237 424,798 6,307 968,539 4,946 958,448
$2,500,000 under $5,000,000.. 1,239 399,680 568 131,659 958 335,770 681 202,325
$6,000,000 under $10,000,000 456 210,407 210 92,247 306 106,175 232 117,246
$10,000,000 under $20,000,000. 119 82,574 67 57421 80 37,720 58 42,351
$20,000,000 or more 54 106,082 30 48,704 38 10,137 25 15,988

Size of Farm assets Limited partnerships Other noncorporate businesses Other assets
gross estate :
Number Amount Number Amournt Number Amount Number Amount
(25) (26) (27) (28) (29) (30) (31) (32)

All returns, total... 3,727 343,088 6,900 969,362 9,058 2,400,948 53,576 3,897,134
$600,000 under $1,000,000. 1,954 109,179 2,228 86,692 3,474 276,680 28,292 652,308
$1,000,000 under $2,500,000..... 1,358 100,859 317 262,714 3,829 584,219 19,795 939,388
$2,500,000 under $5,000,000.. 261 69,528 878 135,872 941 315,059 3,438 385,457
$5,000,000 under $10,000,000... 92 17,299 389 128,147 481 328,224 1,321 387,817
$10.000,000 under $20,000,000. 36 14,397 140 105,030 200 201,127 472 342,885
$20,000,000 or more 26 31,824 100 250,807 133 604,639 259 1,189,279

Taxable returns, total.........c..cocervnnnen 1,577 170,966 2,964 509,821 3,21 1,164,084 24,781 2,385,575
$600,000 under $1,000,000. 609 35,046 713 31,620 928 73.648 10,875 236,559
$1,000,000 under $2,500,000.. 730 41,097 1,392 93,561 1,315 169,787 10,325 475,282
$2,500,000 under $5,000,000. 137 45454 448 69,218 511 188,161 2,161 252,043
$5,000,000 under $10,000,000.... 54 6,952 232 65,094 277 162,514 864 243,044
$10,000,000 under $20,000,000. 27 13,693 99 55,963 135 144,588 361 260,629
$20,000,000 or more 20 28,724 80 184,365 105 425,387 205 918,019

Nontaxable retumns, total............ou.r.. 2,150 172,121 3,936 459,541 5,787 1,236,864 28,796 1,611,560
$600,000 under $1,000,000...................... 1,345 74,133 1,509 55,072 2,546 203,033 17417 415,74¢
$1,000,000 under $2,500,000.. 629 59,762 1,779 169,153 2,514 414,432 9,470 464,106
$2,500,000 under $5,000,000.. 124 24,074 430 66,754 430 126,898 1277 133,414
$5,000,000 under $10,000,000. 37 10,347 156 63,053 205 166,710 457 144,773
$10,000,000 under $20,000,000. 9 705 4 49,067 65 146,539 1221 82,257
$20,000,000 or more. 6 3,101 20 56,442 28 179,252 54 271,261

Footnotes at end of table.
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Table 1. —Estate Tax Returns Filed i in 1991: Gross Estate by Type of Property, Deductlons Taxable Estate
Estate Tax and Tax Credits, by Size of Gross Estate'--Continued

[Al figures are esti based on ples — money amounts are in thousands of dollars] -
Total allowable Funeral expense Executors’ commissions _ Attorneys'’ fees
Size of * daductions | deduction deduction deduction
gross estate .
Number Amount - Number Amount Number - Amount Number Amount
' (33) (34) - (35) ‘ (36) (37 - (38) () (40)

Al FORUINS, 1018L.ccceerecrerrsssens 53479 | 39,566,125 49208 | 2742 20,186 846,919 33,167 " 762,904
$600,000 under $1,000,000... 28,196 6,081,021 ‘25,852 129,178 9749 |- 178336 17164 211,973
$1,000,000 under: $2,500,000, 19,785 -n 910,620 18,419 - 103,244 N 7.752 255,955 12,273 . 273,012
$2,500,000 under $5,000,000.. 3,438 5,658,991, 3,109 . 20621 1,609 . 111,23 2,298 - , 98,840
$5,000,000 under $10,000,000. 1,320 4,642,269 1,225 . 9,922 682 92,140 908 . 69,622
$10,000,000 under $20,000,000.. 472 3483131 T 448 - 4,692 268 74141 338 44,600
$20,000,000 or more S + 259 7,780,092 - . 246 . 3,768 " 126 . - 135,118 186 . . 64,857

Taxable returns, total............ecemrees © 24746 14,130,947 24,052 132,710 14,870 © 760,051 21689 , | 581,594 -
$600,000 under $1,000,000. 10,841, 618,606 10,624 52,586 6,076 .+ 109,657 ‘9',5‘78 ] . 119,243
$1,000,000 under $2,500,000.. 10,325 2,083,861 ,.10,001 53,785 6,445 .. 210933 9,049 217,470
$2,500,000 under $5,000,000.. 2,161 2,070,530 2,058 | 12,827 1,374 95,857 1791 - | 84,341
$5,000,000 under $10,000,000. 863 1,810,840 830 6,758 615 . 85172 766 . 61,677
$10,000,000 under $20,000,000.. 351 1,899,527 340 3,405 246 69,319 301 : 41,828
$20,000,000 OF MOTO........ocovvvenriiinarinennes ' 205 ) 5,647,584 199 | ¢ 3,248 116 . 1 129,113 165° - |- 57035

Nontaxable returns, total....onnee el 28,734 . 25,455.17é ' 25246 . 138,711 5316 146,868 1518 181,311

__$600,000.under.$1,000,000 : __a73ss_ | 5462415 | - 15228 . 76592 3673 | . e8e7s 7588 | . @2, 730 ;
. $1,000,000 under.$2,500.000.. 9,470 . - 8,826,760 -8,418 49,455 . . 1,307 . | . 45,022 3224 55542
$2,500,000 under $5,000,000.. 1.277 3,588,461 1,051 -7,693 238 15,374 . 508 3 14 499 °
$5,000,000 under $10,000,000. 457 2,831,429 395 . 3,163 67 . 6,968 142 . . 7. 944
$10,000,000 under. $20,000,000. 121 1,583,605 108 - . 1,287 22 . 4,823 37 .. 2713
$20,000,000 or more..... 54 2,132,508 47 - - 520 10 . 6,002 21 7,823
) Administrative expenées and Debts and mortgages " Charitable bequests Bequests to spouse
Size of losses deduction deduction deduction - daduction
gross estate
Number  ‘Amount . Number ‘Amount Number . Amount Number - Amount
(41} (42) 43 (44) (45) .- (46} “n. | . 48 .

All ﬁiurns, total..........ﬁ: ..................... 39,126 715,846 43,078 ’ 3,886,025 10,160 - - 6,246,781 23,905 - 26 853 640 -
$600,000 under.$1,000,000.... 20,287 151,726 . 21,756 730,562 " 4656 . 532,364 10892 " |. 4,147,009
$1,000,000 under $2,500,00 14,560 208,014 © 16,375 1,227,793 3,838 1,379,854 ’ 8,964 . .. 8,463,196 .
$2,500,000 under $5,000,000. 2,670 93,048 3,062 < 556,573 899 . 666,478 1,914 4,119,631 .
$5,600,000 under $10,000,000. 1,011 74,514 1,185 462,079 . 435 638,908 715 3,313,404
$10,000,000 under $20,000,000. T 384 78,906 440 . |- . 342377 T 202 - 474,196 263 T 2,464,219
$20,000,000 or more.... 214 108,639 250 566,641 130 2,554,981 157 - . 4,346,091 -

Taxable returns, total 24,116 560,190 | 22,023 1,745,409 5,580 3,422,090 3478 6,996,230
$600,000 under $1,000,000.... 10,555 83.34‘4 ) 8,101 . 135815 1,818 X 39,156 6é2_ L B 79,107,
$1,000,000 under $2,500,000. 10,152 162,095 ) 9,494 . 454,390 2,377 . ' 250,255 1,518 .- 734952,
$2,500,000 under $5,000,000... 2,063 84,803 2,067 . 252,296 670 © . 308,863 774 - 1,238,748
$5,000,000 under $10,000,000. 828 68,854 824 227,525 327 . 305,383 - 307 1,055,470 .
$10,000,000 under $20,000,000. . " 330 65,178 338 - 228,774 77 . -+ 344,112 148 114691
$20,000,000 or L e 187 ) 95915 200 . 446,908 12 2,174,322 109 . 2,741,043 ’

Nontaxeble returns, total 15,010 155,657 21,085 " 2,140,616 4,580 © 2,824,601 20,427 19,857, 409
$600.000 undar §1.000,000... 9,731 68383 12,655 < 505,047 S 2738 . 493,200 10270 . -| .. 4067.992
$1,000,000 under $2,500, 000 4,407 46,918 6,881 . 773,403 1482 . 1,1_29,599 . 8,446 .. 7728244
$2,500,000 under $5,000,000. 608 . 8,244 895 . 304,277 . - 228 | 357,615 1,139 '2,880,883
SS,OOO.QOO under $10,000,000.. 183 5,661 3N 234,554 - 109 ... 333,524 . 408 . . 2,257,934 .
$10,000,000 under $20,000,000. 54 3727 102 113,602 25 - | 130,084 . 115 1,317,308
$20,000,000 or more. 27 12,724 - 50 } 119,733 | - 18" | . 380,660 - 48 - 1,605,048

Footnotes at end of table.




Estate Tax Returns, 1989-1991

Table 1.--Estate Tax Returns Filed in 1991: Gross Estate by Type of Property, Deductions, Taxable Estate,
Estate Tax and Tax Credits, by Size of Gross Estate'--Continued

[All figures are based on pl

~ money amounts are in thousands of dollars]

Size of Taxable estate Adjusted taxable gifts Adjusted taxable estate Estate tax before credits
gross estate
Number Amount Number Amount Number Amount Number Amount
(49) (50) (61) (52) (53) (54) (55) (56)

All returns, total........coeeeeerrrmrerconnnen 49,696 50,807,204 5,968 1,725,001 49,869 52,524,784 49,866 20,317,565
$600,000 under $1,000,000.... 25,952 15,635,146 1,981 252,196 25,984 15,887,341 25,984 5,159,619
$1,000,000 under $2,500,000. 18,526 16,933,694 2,181 386,030 18,627 17.312,304 18,627 6,114,918
$2,500,000 under $5,000,000. 3,245 5,898,399 910 367,008 3,260 6,265,407 3,260 2,570,469
$5,000,000 under $10,000,000.. 1,268 4,206,445 495 212,463 1,280 4,418,908 1,278 2,051,832
$10,000,000 under $20,000,000. . 456 2,886,531 235 180,575 463 3,077,105 462 1,528,036
$20,000,000 0F MOTB......cocoeereirrcreireenens 250 5,246,989 165 316,730 254 5,663,718 254 2,892,691

Taxable returns, total...........cccoceuennen. 24,767 38,571,218 4,048 1,462,922 24,781 40,034,141 24,781 16,371,854
$600,000 under $1,000,000.... 10,875 8,138,992 1,064 156,738 10,875 8,294,730 10,875 2,761,823
$1,000,000 under $2,500,000. 10,325 13,006,032 1,521 289,240 10,325 13,295,273 10,325 4,843,802
$2,500,000 under $5,000,000.... 2,146 5,358,202 744 351,054 2,161 5,709,256 2,161 2,392,439
$5,000,000 under $10,000,000.. 864 4,010,286 375 180,433 864 4,180,720 864 1,980,874
$10,000,000 undsr $20,000,000. 351 2,833,358 186 178,478 351 3,011,836 351 1,508,781
$20,000,000 or more. 205 5,224,349 147 307,979 205 5,532,327 205 2,884,136

N ble returns, total 24,930 12,235,985 1,920 262,078 25,088 12,490,642 25,085 3,945,711
$600,000 under $1,000,000. 15,077 7,496,154 917 96,457 15,109 7,592,611 15,109 2,397,796
$1.000,000 under $2,500,000. 8,201 3,927,662 660 96,790 8,302 4,017,031 8,302 1,271,116
$2,500,000 under $5,000,000. 1,008 540,197 166 15,855 1,100 556,151 1,100 178,030
$5,000,000 under $10,000,000.. 404 196,159 21 32,029 416 228,188 414 70,958
$10,000,000 under $20,000,000. 105 53,173 38 12,007 112 65,270 1M1 19,255
$20,000,000 or more. 45 22,640 18 8,751 49 31,391 49 8,555

Size of Allowabls unified credit Other tax credits Estate tax after credits Lifetime transfers
gross estate
Number Amount Number Amount Number Amount Number Amount
(87 (68) (59) (60) (61) (62) (63) (64)

All returns, total..........coeevvmccrnnncee 49,862 8,671,228 28,466 2,546,038 24,781 9,100,290 12,901 18,137,032
$600,000 under $1,000,000.... 265,984 4,464,411 13,596 235,006 10,875 460,197 5,445 2,735,060
$1,000,000 under $2,500,000. 18,627 3,250,077 11,034 540,038 10,325 2,324,799 5,276 4,890,956
$2,500,000 under $5,000,000. 3,260 587,553 2,356 336,319 2,161 1,646,597 1,240 2,450,568
$5,000,000 under $10,000,000 1,276 235,094 918 338,072 864 1,478,665 552 2,029,398
$10,000,000 under $20,000,000. 461 86,339 354 312,441 351 1,129,256 234 1,632,780
$20,000,000 or more 253 47,753 208 784,161 205 2,060,777 153 4,398,269

Taxable returns, total...........ouceesnnene 24,777 4,770,352 23,952 2,501,202 24,781 9,100,290 6,442 12,145,051
$600,000 under $1,000,000...................... 10,875 2,091,820 10,235 209,802 10,875 460,197 1,971 1,084,296
$1,000,000 under $2,500,000.. 10,325 1,989,666 10,194 529,334 10,326 2,324,799 2,871 2,720,081
$2,500,000 under $5,000,000.. 2,161 416,334 2,127 329,507 2,161 1,646,597 893 1,860,993
$5,000,000 under $10,000,000 862 166,037 852 336,172 864 1,478,665 380 1,349,926
$10,000,000 under $20,000,000. 350 67,211 343 312,314 351 1,129,256 192 1,277,710
$20,000,000 or more 204 39,285 201 784,074 205 2,060,777 135 3,852,046

Ni ble returns, total 25,085 3,900,875 4,514 44836 - - 6,459 5,991,981
$600,000 under $1,000,000..... 15,109 2,372,592 3,361 25,204 - - 3.474 1,650,764
$1,000,000 under $2,500,000.. 8,302 1,260,411 840 10,704 - - 2,408 2,170,876
$2,500,000 under $5,000,000.. 1,100 171,219 229 6,812 - - 347 589,575
$5,000,000 under $10,000,000... 414 69,058 66 1,800 - - 173 679,472
$10,000,000 under $20,000,000. 111 19,128 1" 127 - - 42 355,070
$20,000,000 or more. 49 8,468 7 88 - - 18 546,223

! Gross estats and asset values are shown at their value on the decedent's date-of-death.

NOTE: Detail may not add to totals because of rounding.
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Estate Tax Returns,

1989-1991

Table 2.-Estate Tax Returns Filed for 1989 Decedents: Gross Estate by Type of Property, Deductions,
Taxable Estate, Estate Tax and Tax Credits, by Size of Gross Estate!

[All figures are based on les - money are in thousands of dollars)
Size of Number of Gross estate, Real estate Closely held stock Other stock
gross estato returns date-of-death- -
Number Amount ‘Number Amount Number Amount
~ (1) (2) ©) (4) (5} (6) @ (8)

All returns, total.........cooevereiverracccenen 50,376 87,683,991 42,962 19,823,102 6,891 7,058,044 40,035 20,173,857
$600,000 under $1,000,000 26,092 19,846,407 21,754 5,651,896 2,060 414,703 - 19,691 3,718,224
$1,000,000 under $2,500,000... 18,478 27,203,504 16,052 7.001,608 3.073 1,196,396 15,256 5,995,379
$2,500,000 under $5,000,000... 3,685 12,475,627 3,229 - 2,690,879 999 962,068 317 3,233,173
$5,000,000 under $10,000,000.. 1,409 9,464,419 1,273 1,933,703 475 959,055 1,260 - , 2,470,238
$10,000,000 under $20,000,000 462 6,253,492 420 1,152,052 163 666,706 421 * 1,875,130
$20,000,000 or more... 250 12,340,542 235 1,392,964 121 2,859,116 236 - 2,881,712

Taxable, , total 23,158 51,424,960 18,679 9,628,781 2,475 4,457,069 - 19,381 " 13,755,486
$600,000 under $1,000,000... 9,569 7,746,132 7,207 1,933,428 391 70,849 7.629 " 1,770871
$1,000,000 under $2,500,00 9,920 14,683,302 8,202 3,480,722 1,140 T 447176 8,459 3,793,793 -
$2,500,000 under $5,000,000 2175 7,421,648 1,840 1,388,736 478 '486,666 1,918 2,210,771
$5,000,000 under $10,000,000.. 949 6,424,488 845 1,192,733 267 541,752 866 1,899,802
$10,000,000 under $20,000,000. 344 4,678,599 307 716,494 107 432,843 317 1,573,285
320 000,000 or more. 201 "10,470,790 187 916,668 92 2,477,783 192 2,506,965

N bl rotums total 27,218 36,259,030 24,283 10,194,321 4,415 2,600,975 20,654 6,418,370
$600,000 under $1,000,000... 16,528 12,200,274 14,457 3,718,468 1,669 343,854 12,061 17 1,947,353
$1,000,000 under $2,500,000. 8,558 12,520,202 7.850 3,620,886 1,933 749,220 6797 | ' 2,201 ,SLG .

—$2,500,000 under $5,000,000 T T1s10 | 75,083,978 1,389 71,302,143 521 T 475,402 1,253 1,022,403
$5,000,000 under $10,000,000.. 460 - 3,039,932 428 740,870 208 -417,303 395 570,436
$10,000,000 under $20,000,000. 118 1,574,893 112 435,558 56 233,864 104 301,845
$20,000,000 or more. | 49 1,869,752 48 476,296 28 381,333 44 - 374,747

Size of State and locai Governmant bénds Federal Government savings bonds Other.Federal Government bonds - Corporate and foreign bonds
gross estate .
Number Amount Number Amount Number Amount Number Amount
(9) (10) (11) (12) (13) T (14 (15) (16)

"All returns, total............coconnniniivcerinnn 27,507 9,867,658 7,859 391,870 16,423 3,291,159 16,880 1,003,200
$600,000 under $1,000,000...... 12,023 1,784,675 4,444 208,138 8,092 825,656 8,285 336,088
$1,000,000 under $2,500,000. 11,264 3,111,234 2,767 133,435 6,121 955,626 6,450 296,185
$2,500,000 under $5,000,000. 2,619 1,707,919 437 29,316 1,343 442,045 1,319 94,722
$5,000,000 under $10,000,000.. 1,046 1,266,253 154 11,370 _ 533 319,363 526 82,956
$10,000,000 under $20,000,000. 351 796,822 37 8,237 208 302,447 183 43,521

- $20,000,000 or more...... 203 1,200,754 20 1,375 125 445,121 116 149,720
Taxable returns, total 13,840 8,456,750 3,733 211,919 8,706 2,244,363 8,771 640,394
" $600,000 under §1,000,000...................... 4,592 741,877 1,684 83,133 3,468 424,321 3,443 148,844
$1,000,000 under $2,500,000.... 6,405 - 1,874,719 1,626 82,408 3,696 627,438 3,869 195,079
- $2,500,000 under $5,000,000. 1,656 1,134,686 263 19,181 © 875 203,191 ‘840 61,249
$5,000,000 under $10,000,000 743 957,103 121 8,031 393 253,206 385 54,992 -
$10,000,000 under $20,000,000. 275 669,762 25 7,206 169 240,247 140 37,354
$20,000,000 or more 168 1,078,603 14 1,059 106 396,959 95 142,875

Nontaxable returns, total................... 13,667 3,410,908 4,126 179,951 7,716 1,046,796 8,109 362,806
$600,000 under $1,000,000.... 7.43 1,042,768 2,760 125,004 4,624 401,335 4,842 187,244
$1,000,000 under $2,500,000. 4,860 1,236,516 1141 41,027 2,425 328,187 2,581’ 101,106
$2,500,000 under $5,000,000 963 573,233 174 10,135 468 149,754 479 33,472
$5,000,000 under $10,000,000... 302 309,151 33 2,439 140 66,157 142 27,964
$10,000,000 under $20,000,000. 76 127,060 12 1,031 39 63,200 43 6,167
$20,000,000 or mors. 3 . 122,151 -] 316 19 - 48,163 21 6,854

Footnotes at end of table.




Estate Tax Returns, 1989-1991

Table 2.--Estate Tax Returns Filed for 1989 Decedents: Gross Estate by Type of Property, Deductions,

Taxable Estate, Estate Tax and Tax Credits, by Size of Gross Estate!--Continued

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

Size of Cash Mortgages and notes Life insurance Annuities
gross estate
Number Amount Number Amount Number Amount Number Amount
(17) (18) (19) (20) (21) (22) 23) (24)

All returns, total........ccccccvrnvnraerernnene 49,826 10,552,193 15,023 2,297,926 27,247 2,709,236 17,042 2,715,461
$600,000 under $1,000,000...... 25,792 3,801,993 6,651 518,184 13,704 841,543 8,187 728,280
$1,000,000 under $2,500,000. 18,271 3,645,915 5,865 706,049 10,282 1,154,626 6,661 1,200,338
$2,500,000 under $5,000,000 3,651 1,137,546 1,455 334,109 2,056 375,851 1.425 412,574
$5,000,000 under $10,000,000. 1,401 768,534 662 268,980 815 195,791 511 221,371
$10,000,000 under $20,000,001 461 403,010 236 128,462 243 67,514 164 100,459
$20,000,000 or more. 249 695,195 155 342,143 148 73,911 93 52,440

Taxable returns, total........................ 23,028 6,400,796 6,786 1,268,694 10,160 775,575 5,451 843,592
$600,000 undsr $1,000,000. 9,516 1,781,703 2,321 185,459 3,976 145,720 1,974 153,224
$1,000,000 under $2,500,000 9,862 2,359,194 2,880 326,589 4,406 315,427 2,406 328,487
$2,500,000 under $5,000,000. 2,162 768,115 848 205,403 1,014 131,094 614 164,862
$5,000,000 under $10,000,000. 044 570,337 431 174,827 481 84,145 281 107,060
$10,000,000 under $20,000,000. 343 322,535 172 85,878 164 39,871 104 52,941
$20,000,000 or more 200 598,913 124 290,538 108 48,418 72 36,118

N ble returns, total 26,798 4,151,397 8,237 1,029,232 17,086 1,933,660 1,592 1,871,869
$600,000 under $1,000,000...... 16,276 2,120,290 4,330 332,726 9,727 695,823 6,213 575,057
$1,000,000 under $2,500,000, 8,409 1,288,722 2,875 379,459 5,876 838,199 4,255 871,851
$2,500,000 undsr $5,000,000... 1,489 369,431 607 128,706 1,042 243,857 812 247,712
$5,000,000 under $10,000,000. 457 198,197 231 94,152 323 101,646 23 113,411
$10,000,000 under $20,000,000. 118 80,475 64 42,584 79 27,643 60 47,518
$20,000,000 or more 49 96,282 3t 51,605 39 25,492 21 16,320

Size of Farm assets Limited partnerships Other noncorporate businesses Cther assets
gross estate
Number Amount Number Amount Number Amount Number Amount
(25) (26) (27 (28) (28) (30) (31) (32)

All returns, total............coconrereninsassens 3,680 275,204 6,431 815,871 8,553 2,629,996 45924 4,079,215
$600,000 under $1,000,000... 2,083 91,076 2,024 64,928 2,827 249,880 23,215 611,144
$1,000,000 under $2,500,000. 1,185 85,198 2,814 175,356 3,748 642,401 17123 803,759
$2,500,000 under $5,000,000.... 246 20,872 881 149,034 1,105 415,354 3,526 460,265
$5,000,000 under $10,000,000..... 06 28,232 452 168,630 5§32 395,617 1,366 374,326
$10,000,000 under $20,000,000 34 4,574 161 114,219 199 257,397 449 332,943
$20,000,000 or more............... 26 36,253 99 143,706 143 669,347 246 1,396,778

Taxable returns, total 1,534 107,786 2,767 441,627 3,368 1,446,652 21,158 2,745,476
$600,000 under $1,000,000... 661 16,554 585 20,617 782 94,885 8,357 174,648
$1,000,000 under $2,500,000. 616 27,101 1,284 84,975 1,486 234,700 9,245 405,494
$2,500,000 under $5,000,000, 156 14,670 426 62,180 527 170,996 2,085 288,948
$5,000,000 under $10,000,000.. 62 17,784 281 76,081 325 251,807 825 243,027
$10,000,000 under $20,000,000 23 3,577 108 51,409 137 171,293 338 264,906
$20,000,000 OF MOTG........covrvervrerrrrnnnne 15 28,101 83 126,365 112 542,971 199 1,278,452

N ble returns, total 2,146 167,418 3,664 374,244 5,184 1,183,344 24,766 1,333,739
$600,000 under $1,000,000.... 1,422 74,522 1,439 44,31 2,046 154,995 14,858 436,495
$1,000,000 under $2,500,000. 578 58,007 1,529 90,381 2,260 407,701 7,878 408,265
$2,500,000 under $5,000,000. 90 15,202 455 66,854 578 244,358 1,430 171,317
$5,000,000 under $10,000,000.. 34 10,448 iial 92,549 207 163,810 440 131,209
$10.,000,000 under $20,000,000 1 097 53 62,810 &3 86,105 113 68,037
$20,000,000 or more. 1 8,152 16 17,340 30 126,376 47 118,325

Footnotes at end of table.
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Estate Tax Returns, 1989-1991

Table 2.—-Estate Tax Returns Filed for 1989 Decedents: Gross Estate by Type of Property, Deductlons
Taxable Estate, Estate Tax and Tax Credits, by Size of Gross Estate‘-—Contlnued '

[All figures are based on pl

~ money amounts are in thousands of dollars]

[P PR

" Totalallowable

" Funeral expense

Attorneys' fees

Execﬁoh‘ commiséions
Size of daductions daduction - deduction deductlon
gross estate M e
X * Number -Amount Number Amount - Number - Amount Number Amount -
(33) - (34) - (35) (38) <37 +(38) (39) (40)

All returns, total......... reeseesisrassnneainane 50,333 , 38,488,473 46,368 241,962 19,078 864,345 30,925 - - 747,197
$600,000 under $1,000,000.. + 6,055 5,957,941 23,818 110,826 8,714 - 147,962 15,562 191,581
$1,000,000 under $2,500,000, 8,473 11,060,184 17,180 -, 92141 7.474 - 250,976 11,482 263,904
$2,500,000 under $5,000,000. - 3,685 . 6,154,428, 3,384 21,415 1,720 126,267 2,377 108,646
$5,000,000 under $10,000,000. 1,409 .4,947,719 1,315 10,735 - 751 104,949 . 982 77,685
$10,000,000 under $20,000,000... 461 3,289,127 -439 - 3,940 263 65,294 + 334 43,423
$20,000,000 or more. - 250 7,078,074 232 2,904 + 187 168,898 187 .. 61957

Taxable , total -, o817 13,495,287- 22,529 115,113 14,634 757,383 20,256 584,620
$600,000 under $1,000,000.. 9,534 - 537,341 8,294 . 40,771 : 5,421 99,722 8,303 --110,406
$1,000,000 under $2,500,000. 9,915 2,043,107 9,694 .49,142 6,606 225,518 8,741 . 216,512
$2,500,000 under $5,000,000.. 2,175 1,731 .719 2,100 12515 1,561 116,473 19227 91,378:
$5,000,000 under $10,000,000. 949 . 2,110,591 - 918 . 7,284 668 - 96,042 832 69,264 .-
$10,000,000 under $20,000,000.. 343 1,754,956 ' 333 2,842 244 61,260 289 39,628
$20,000,000 07 MOTG.......covverrincincinnannnens -+ 201 5,227,573 192 2,459 145 158,368 168 .57,432

N ble returns, total 27217 - 25,083,186 23,840 © 126,849 . 4,444 ) 106.963 10,669 162,577
$600,000 under $1,000,000.. - 5,420,600 14,524 ~70,055 3,293 48,240 7,259 . 81,175 -

—-$1,000,000 under $2,500,00 —9,017,078—|— 7,486 —-|-— -42,089—- 867 | - 25457 | 2741 _ - |.. 47392 .
$2,500,000 under $5,000,000. 1,510 . 4,422,709 1,284 - 8,900 - 169 9,794 455 - 17,267 .
$5,000,000 under $10,000,000. 460 .2,837,128 400 3451 83 8,907 150, » - r8421
$10,000,000 under $20,000,000.. 18 1,534171 106 998. <19 4,034 45 3,796
$20,0Q0,000 or more.. 49 N 1,851,500 40 445 12 10,530 19 - . 4,526

P - Administrative expensés and " Debts and mortgages Chaitable bequests” Baquests 1o spouse -
Size of losses deduction deduction . deduction deduction
gross estate |
* Number - ‘Amount Number Amount Number - Amount Number * Amount
- Ty |t Wy @y | - e . (45) (46) © @ (48)

All raturns, L1 T O -~ 36,031 655,575 . 41,766 3,820,”5 9,792 5,667,277 - . 23,075 c 26_,534,685
$600,000 under.$1,000,000. ; 8,255 114,037 . 20,800 '604,418 4,394 723,890 10,632 4,067,218 .
$1,000,000 under $2,500,00 3,378 186,857 . 15,630 1,184,976 3,587 . 967,595 9,283 | 8104895
$2,500,000 under $5,000,000..... 2,720 103,084 3,264 644,306 1,047 708,142 | 1,987 . - 4,434,065 .
$5,000,000 under $10,000,000 71,088 - 80,806 <. 1,294 506,000 456 571,140 782.- ' - 3,594,998
$10,000,000 under $20,000,000. 380 - 71387 . 440 344,053 182 538,215 245 v . 2,216,654
$20,000,000 or more....... 208 93,403 -. - 238 537,023 124 2,138,294 146 4,:116,855 -

Taxable returns, total.... 22,130 533,595 21 ,éso 1,710,016 5,639 3,012,890 3,250 6,682,137 ‘
$600,000 under $1 ,000,006: 9,013 64911 8,632 119,602 1,850 43,196 531 . . 58,732
$1,000,000 under $2,500,00 9,627 149,009 9,209 454,931 2,382 219,129 1,493 . 728,852
$2,500,000 under $5,000,000.. 2,089 92,141 2,076 . +280,213 770 273,808 ‘623 - 856,590 . .
$5,000,000 under $10,000,000 - 896 75,330 917 303,859 361 300,032 361 1,267,921
. $10,000,000 under $20,000,000. 322 63,137 334 189,465 155 371,133 140 1,027,230
$20, ODO 000 or more....A....._A...: ...... 184 89,066 192 _361 846 ‘nm2 1,805,592 102 . 2,752,q11 .

N abl returns, total... 13,901 121,980 20,506 2, 110 759 4,152 2,654,387 19,825 19,852,548
$600,000-under $1,000,000:. 9,242 49,126 12,367 . 484,816 2,5;14 680,693 10,100 4,008,485 .
$1,000,000 under $2,500,000. 3,751 37,848 6,421 730,046 1,196 - 768,466 . 7,790 . ., 7,376,042
$2,500,000 under $5,000,000. 632 10,843 1,189 364,093 278 . |. 434,335 1,364° . 3,577.475
$5,000,000 under $10,000,000.... 192 5,476 377 202,041 95 271,108 421. 2,337,077
$10,000,000 under $20,000,000.. 59 14,249 106 154,587 27 167,082 105 .. 1,189,424 -
$20,000,000 or more. 24 4,337 T 46 175177 12 7 332,703 44 . . 1,364,044

- Footnotes at end.of table.




Estate Tax Returns, 1989-1991

Table 2.--Estate Tax Returns Filed for 1989 Decedents: Gross Estate by Type of Property, Deductions,

Taxable Estate, Estate Tax and Tax Credits, by Size of Gross Estate'--Continued

[All figures are esti based on plos — money amounts are in thousands of dollars)
Size of Taxable estate Adjusted taxable gifts Adjusted taxable estate Estate tax before credits
gross estate
Number Amount Number Amount Number Amount Number Amount
(49) (60} (61) (52) (53) (54) (65) (56)

All returns, total..........ccconecrccrncrennanne 46,556 48,851,611 5,110 1,172,025 46,622 50,023,636 46,594 19,595,663
$600,000 under $1,000,000.............. 23,776 13,977,740 1,499 165,263 23,794 14,143,003 23,780 4,595,817
$1.000,000 under $2,500,000.... 17,217 16,103,646 1,916 293,279 17,244 16,396,925 17,234 5,803,571
$2,500,000 undsr $5,000,000. 3,512 6,326,182 838 228,317 3,520 6,554,499 3,520 2,711,584
$5,000,000 under $10,000,000.. 1,361 4,445,749 475 153,155 1,367 4,598,905 1,366 2,141,109
$10,000,000 under $20,000,000. 447 2,943,180 237 . 158,559 452 3,101,739 450 1,556,959
$20,000,000 or more. 243 5,055,114 146 173,451 244 5,228,565 244 2,786,624

Taxable returns, total 23,158 37,527,004 3,608 1,009,956 23,158 38,536,960 23,158 15,955,617
$600,000 under $1,000,000...................... 9,569 7,177,864 943 125,411 9,569 7,303,275 9,569 2,431,156
$1,000,000 under $2,500,000. 9,920 12,548,395 1,349 237,209 9,920 12,785,604 9,920 4,656,644
$2,500,000 under $5,000,000. 2,175 5,639,820 610 193,430 2,175 5,833,249 2175 2,481,754
$5,000,000 under $10,000,000... 949 4,233,925 375 135,655 849 4,369,581 949 2,068,166
$10,000,000 under $20,000,000. 344 2,891,556 200 148,835 344 3,040,391 344 1,538,329
$20,000,000 or more 201 5,035,444 130 169,416 201 5,204,859 20 2,779,569

Nontaxable returns, tatal................... 23,398 11,324,607 1,502 162,069 23,464 11,486,676 23,436 3,640,046
$600,000 under $1,000,000.... 14,206 6,799,876 556 39,852 14,225 6,839,729 14211 2,164,662
$1,000,000 under $2,500,000. 7.298 3,555,251 567 56,070 7,325 3,611,321 7314 1,146,928
$2,500,000 under $5,000,000. 1,337 686,362 228 34,888 1,345 721,250 1,345 229,830
$5,000,000 under $10,000,000. 412 211,824 100 17,500 418 229,324 417 72,942
$10,000,000 under $20,000,000. 103 51,624 36 9,724 108 61,348 106 18,630
$20,000,000 or more 42 19,670 15 4,035 43 23,705 43 7.055

Size of Allowable unified credit Other tax cradits Estate tax after credits Lifetime transfers
gross estate
Number Amount Number Amount Number Amount Number Amount
(57) (58) (59) (60) (61) (62) (63) (64)

All returns, total 46,594 8,048,764 27,338 2,518,411 23,158 9,028,679 12,168 15,156,252
$600,000 under $1,000,000. 23,781 3,980,536 12,445 218,928 9,569 396,550 5,339 2,525,882
$1,000,000 under $2,500,000.. 17,234 3,039,700 10,870 534,439 9,920 2,229,427 4,736 4,172,051
$2,500,000 under $5,000,000.. 3,520 643,897 2,444 347,839 2,175 1,719,846 1,222 2,334,042
$5,000,000 undser $10,000,000. 1,366 254,804 1,018 346,356 949 1,639,947 522 1,918,509
$10,000,000 under $20,000,000. 450 84,289 357 © 326,230 344 1,146,441 214 1,627,338
$20,000,000 or more 243 45,537 203 744,619 20 1,996,467 134 2,678,329

Taxable returns, total 23,157 4,463,256 22,502 2,463,672 23,158 9,028,679 5,836 9,567,162
$600,000 undar $1,000,000..... 9,569 1,844,619 8,135 189,082 9,569 396,550 1,864 992,634
$1,000,000 under $2,500,000.. 8,920 1,911,915 9,744 515,296 9,920 2,229,427 2,533 2,278,493
$2,500,000 under $5,000,000.. 2175 419,018 2,147 342,889 ~ 2175 1,719,846 794 1,489,092
$5,000,000 under $10,000,000. 849 182,911 938 345,308 949 1,539,947 359 1,360,535
$10,000,000 under $20,000,000.. 344 66,220 341 325,669 344 1,146,441 17 1,231,815
$20,000,000 or Mot@...........coevreerrrnnne 200 38,574 196 744,528 201 1,996,467 115 2,214,593

Nontaxable retums, total................... 23,437 3,585,508 4,836 54,739 - - 6,332 5,589,090
$600,000 under $1,000,000 14,212 2,135917 3,310 28,946 - - 3,475 1,633,348
$1,000,000 under $2,500,000 7,314 1,127,785 1,126 19,142 - - 2,203 1,893,558
$2,500,000 under $5,000,000 1,345 224,879 297 4,951 - - 428 844,950
$5,000,000 under $10,000,000. 17 71,894 80 1,049 - - 164 557,974
$10,000,000 under $20,000,000.. 106 18,069 16 561 - - 44 295,524
$20,000,000 or more... 43 6,964 7 91 - - 18 463,737

! Gross estate and asset values are shown at their value on the decedent's date-of-death,

NOTE: Detail may not add to totals because of rounding.
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Estate Tax Returns, 1989-1991

Table 3.—-Estate Tax Returns Filed for 1989 Decedents: Debts, Net Worth, Types of Prbperty, Charitable
Deductions and Estate Tax, by Size of Net Worth?

~ money amounts are in thousands of dollars)

[All figures are based on pl

Sizo of Number of Gross estate, Debts and morntgages Networth Roal estate
net worth returns date-of-death
Number Amount Number Amount Number Amount
(1) 2 @ (4) 5) (6) Y] (8
All returns, total...........cocieerciemrneennns 50,376 87,683,991 41,766 ) 3,820,775 50,376 83,863,215 42,962 . 19,823,102
Undsr $600,0002 1,639 1,318,459 1.639 607,199 1,639 711,261 1,472 646,570
$600,000 under $1,000,000. 25,894 20,441,235 20,702 722,348 25,894 19,718,887 21,642 5,806,104
$1,000,000 under $2,500,000. 17.446 26,680,322 14,598 1,018,011 17,446 26,662,312 15,077 6,696,535
$2,500,000 under $5,000,000. 3,426 12,129,204 3,006 487,697 3,426 11,641,596 2,989 2,540,647
$6,000,000 under $10,000,000... 1,310 9,131,799 1,195 370,926 1,310 8,760,872 1,176 1,820,588
$10,000,000 under $20,000,000. 426 6,002,840 404 . 245,051 426 5,757,789 385 1,053,505
$20,000,000 or more.............. 235 11,980,042 223° 369,544 235 11,610,498 . 221 . 1,259,163
Taxable returns, total.............ceveeee 23,158 51,424,960 21,260 1,710,016 23,158 49,714,944 18,679 9,628,781
Under $600,0002 .29 18,485 29 2,650 29 . 15,835 - -
$600,000 under $1,000,000. 10,070 8,327,584 9,034 226,909 10,070 8,100,675 7.774 2,159,518
$1,000,000 under $2,500,000. 9,693 14,683,568 8,883 . 503,364 9,593 14,180,205 7.914 3,446,911
$2,500,000 under $5,000,000. 2,051 7.310,431 1,952 283,818 2,051 7,026,612 1.729 1,358,028
$5,000,000 under $10,000,000. 900 6,272,255 867 226,083 900 6,046,173 796 1,131,404
$ 0,090,000 under $20,000,000. 322 4,531,975 311 167,410 322 4,364,565 286 695,141
$20,000,000 or more 193 10,280,662 184 299,783 193 9,980,879 180 836,779 -
N able returns, total.............. 27,218 36,259,030 20,506 2,110,759 27,218 34,148,272 24,283 101 941321
Under $600,000%............ccvoiviiiinniennnannes 1,610 1,299,974 1,610 604,549 1,610 695,425 1,472 | . 646,570
$600,000 under $1,000,000.... 15,824 12,113,651 11,669 495,439 15,824 11,618,212 13,869 3,646,586
$1,000,000 under $2,500,000. 7.852 11,996,754 5715 514,647 7,852 11,482,107 7163 3,249,624 -
$2,500,000 under $5,000,000.... 1,375 4,818,863 1,053 203,879 1,375 4,614,084 1,260 1,181,620
$5,000,000 under $10,000,000.. 411 - 2,859,543 328 . 144,843 411 © 2,714,700 380 - 689,184
$10,000,000 under $20,000,000 104 1,470,865 62 L 77644 104 1,393,225 99 368,364
$20,000,000 or more. 42 1,699,380 38 69,761 42 1 ,629,619_ 41 422,374
Size of State and local Government bonds | Federal Govemment savings bonds | Other Federal Government bonds Corporate and toreign'bonds
net worth ) )
Number Amount Number Amount Number Amount Number Amount
(©) (10) an (12) (13) (14) (15} (16)
All returns, total.. 27,507 9,867,658 7,859 391,87¢ 16,423 3,201,159 16,880 1,003,200
Under $600,0002 344 36,387 135 I 5,548 218 19,675 236 9,458 .
$600,000 under $1,000,000 12,138 1,826,001 4,459 209,051 8,117 836,742 8310 339,693
$1,000,000 under $2,500,000. . 10,867 3,093,293 2,649 128,447 5,948 950,114 6,287 289,394
$2,500,000 under $5,000,000.... 2,523 1,701,548 416 27,930 1,300 433,076 1,257 93,184
$6,000,000 under $10,000,000.. 1,004 1,260,877 147 11,447 518 326,120 506 79,865
$10,000,000 under $20,000,000 . 333 774,880 33 8,074 201 283,856 172 43,296
$20,000,000 OF MOTB........cvvivimrannrirrennns 198 1,174,672 20 1,375 120 . 4N, 577 112 148,300
Taxable returns, total........cccceunneeenee 13,840 6,456,750 3,733 ) 211,919 8,706 2,244,363 8,771 640,394
Under $600,0002 9 494 - - - - 12 195
$600,000 under $1,000,000 4,820 787,920 1,764 88,743 3,599 439,143 ,3'560 155,194
$1,000,000 under $2,500,000. 6,264 1,861,800 1,567 88,182 3,609 634,029 3,792 191,158
$2,500,000 under $5,000,000. 1,600 1,138,130 252 17,880 846 285,166 806 59,685
$5,000,000 under $10,000,000.. 720 962,914 113 9,008 386 248,783 377 55,207
$10,000,000 under $20,000,000 263 652,380 23 7,048 165 243,828 132 37,182
$20,000,000 or more 165 1,053,112 . 1} 1,059 101 393,414 .92 141,773
N ble returns, total 13,667 3,410,908 4,126 179,951 1,716 1,046,796 8,109 362,806
Under $600,0002 336 35,893 135 . 5,548 218 19,675 224 9,262
$600,000 under $1,000,000. 7.318 1,038,081 2,694 120,308 4,518 397,599 4,749 184,499
$1,000,000 under $2,500,000 4,703 1,231,493 1,082 40,265 2,339 316,086 2,495 - 98,236
$2,500,000 under. $5,000,000. . 823 563,418 164 10,050 453 147,910 451 33,509
$5,000,000 under $10,000,000.. 284 297,962 34 2,439 132 77337 129 24,658
$10,000,000 under $20,000,000 70 122,500 10 1,026 36 " 40,028 39 6,115
$20,000,000 or more. 33 121,560 6 316 19 48,163 20 6,527

Footnotes-at end of table.




Estate Tax Returns, 1989-1991

Table 3.—-Estate Tax Returns Filed for 1989 Decedents: Debts, Net Worth, Types of Propenrty, Charitable
Deductions and Estate Tax, by Size of Net Worth'--Continued

[All figures are estil based on ples — monsy amounts are in thousands of dollars]
Size of Closely held stock Other stock Cash Mortgages and notes
net worth
Number Amount Number Amount Number Amount Number Amount
(17 (18) (19) (20) (21) (22) (23) (24)
All returns, total........c...ccccrecinrnvornnennn 6,891 7,058,044 40,035 20,173,857 49,826 10,552,193 15,023 2,297,926
Under $600,0002 251 41,002 962 88,910 1,568 119,104 505 53,434
$600,000 under $1,000,000 2,137 454,682 19,674 3,774 409 25,629 3,042,865 6,731 550,349
$1,000,000 under $2,500,000 2,87 1,226,599 14,621 6,013,084 17,271 3,583,018 5,507 681,625
$2,500,000 under $5,000,000 943 954,503 2,979 3,181,862 3,396 1,098,568 1,328 339,150
$5,000,000 under $10,000,000. 428 902,343 1,187 2,450,580 1,303 734,396 594 232,603
$10,000,000 under $20,000,000. 148 639,659 390 1,844,652 425 394,956 215 127,119
$20,000,000 or more. 112 2,839,256 222 2,820,349 234 679,286 143 313,646
Taxable returns, total..........c.ccevcereres 2,475 4,457,069 19,381 13,755,486 23,028 6,400,796 6,786 1,268,694
Under $600,0002..........c..cccovvmveeannnrann. 9 608 29 8,588 29 5,752 - -
$600,000 undsr $1,000,000... . 460 95,413 7.995 1,826,416 10,016 1,860,414 2,522 213,171
$1,000,000 under $2,500,000 1,114 489,886 8,218 3,828,614 9,637 2,332,612 2,807 330,452
$2,500,000 under $5,000,000 . 461 482,122 1,827 2,168,595 2,039 747,420 789 218,323
$5,000,000 under $10,000,000.. . 246 507,018 831 1,811,066 894 547,139 391 145,530
$10,000,000 under $20,000,000. 97 411,797 295 1,518,899 321 317,673 160 86,243
$20,000,000 or more................. 88 2,470,225 18§ 2,493,308 192 589,785 116 274,975
N ble returns, total 4,415 2,600,975 20,654 6,418,370 26,798 4,151,397 8,237 1,029,232
Under $600,0002.... 242 40,394 933 80,323 1,539 113,352 505 53,434
$600,000 under $1,000,000 1,677 359,269 11,679 1,847,993 15,613 2,082,451 4,209 337,177
$1,000,000 under $2,500,000. 1,757 736,713 6,403 2,184,470 7,734 1,250,406 2,700 351,173
$2,500,000 undsr $5,000,000.... 482 472,380 1,152 1,013,267 1,358 351,148 539 120,826
$5,000,000 under $10,000,000.. 182 395,325 355 539,524 409 187,256 203 87,073
$10,000,000 under $20,000,000. 51 227,862 95 325,753 104 77.283 55 40,877
$20,000,000 OF MOT6.......ccovevereeeeierren. 24 369,032 36 327,041 42 89,501 26 38,671
Size of Life insurance Annuities Farm assets Limited partnerships
net worth
Number Amount Number Amount Number Amount Number Amount
(25) (26) 2n (28) (29) (30) (31) (32)
All returns, total.......covverneescernserens 27247 2,709,236 17,042 2,715,461 3,680 275,204 6,431 915,871
Under $600,0002 1,072 123,878 616 39,569 184 17,403 179 13,379
$600,000 under $1,000,000. 13,565 885,318 8,167 752,198 2,052 91,066 2,073 71,068
$1,000,000 under $2,500,000. 9,635 1,066,477 6,252 1,186,794 1,085 76,094 2,713 172,781
$2,500,000 under $5,000,000. 1,881 347,354 1,296 378,473 221 27,852 807 150,342
$5,000,000 under $10,000,000 735 165,280 477 213,162 80 22,210 417 156,088
$10,000,000 under $20,000,000. 223 51,820 147 96,710 36 10,855 150 114,341
$20,000,000 or more. 136 69,107 87 48,555 21 29,725 92 137,871
Taxable returns, total 10,160 775,575 5,451 843,592 1,534 107,786 2,767 441,627
Under $600,0002.............cccoourremrenenn, 17 1,026 9 1,397 - - - -
$600,000 under $1,000,000.... 4,239 184,772 2,129 168,544 718 21,100 664 27,451
$1,000,000 under $2,500,000.. 4,246 301,171 2,317 334,013 579 24,710 1,252 82,313
$2,500,000 under $5,000,000.. 950 129,997 565 149,513 142 13,695 407 82,033
$5,000,000 under $10,000,000. 454 79,322 268 105,097 60 16,850 260 72,999
$10,000,000 under $20,000,000. 151 32,418 93 49,686 21 3,340 104 51,099
$20,000,000 or more...........cooeeeenvannnnn.. 104 46,868 70 35,341 14 28,091 80 125,732
Nontaxable returns, total................... 17,086 1,933,660 11,592 1,871,869 2,146 167,418 3,664 374,244
Under $600,0002 1,055 122,852 608 38,172 184 17,403 179 13,379
$600,000 under $1,000,000. 9,326 700,546 6,038 ° 583,654 1,333 69,966 1,409 43,618
$1,000,000 under $2,500,000.. 5,389 765,306 3,935 852,782 506 51,383 1,461 90,468
$2,500,000 under $5,000,000.. 931 217,357 3 228,960 80 14,157 400 68,309
$5,000,000 under $10,000,000 282 85,958 209 108,065 21 5,360 157 83,089
$10,000,000 under $20,000,000. 72 19,402 54 47,024 15 7,515 46 63,242
$20,000,000 or more. 31 22,240 17 13,214 7 1,635 12 12,139

Footnotes at and of table.
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Table 3.-Estate Tax Returns Filed for 1989 -Decedents: Debts, Net. Worth Types of Property, Charltable
Deductlon_s and Estate Tax, by Size of Net Worth'--Continued '

[All figures are based on ples — money amounts are in thousands of dollars]
Other noncorporate . Other Charitable bequasts Estato tax
Size of businesses assets deduction after credits
net worth N i
Number Amount Number Amount Number ' Amount Number Amount
- : © (33 (34) (35) (36) @n 38 (39) (40)

All returns, total 8,553 - 2,620,996 - 45,924 4,079,215 9792 | - 5667,277 ° 23,158 9,028,679
Under $600,0002 290 53,749 1,458 50,393 108 14,004 29 - 3,644
. $600,000 undar $1,000,000 2,945 278,601 23,102 623,089 4,425 . T23,300 10,070 '433,626
$1,000,000 undsr $2,500,000. 3503 634,818 16,158 881,249° 3498 ™[ 985,706 - 9,593 2,270,544
$2,500,000 under $5,000,000. 1,010 406,016 3,203 448,779 1,033 720,206 2,051 1,712,325
$5,000,000 under $10,000,000.. 497 383,217 1,265 363,013 433 570,594 900 f 1,529,973
$10,000,000 under $20,000,000... 174 - 226,842 47 332,276 175 . 517,099 . 322 1,111,638
$20,000,000 OF MOFe............oovnrrerenis 133 636,753 231 1,380,417 120 2,136,367 193 1,966,930
Taxable returns, total 3,368 1,446,652 -21,158 2,745,476 ° 5639 - 3,012,890 23,158 - 9,028,679
Undar $600,0002 R, - - 29 a8 "9 473 29 3,644
$600,000 uinder $1,000,000. 884 . 106,179 8,827 193,605 1,938 44,530 10,070 433,626
$1,000,000 under $2,500,000 1,450 240,319 8,939 497,398 2,334 228,462 9,593 2,270,544
. $2,500,000 under $5,000,000.... 491 173172 1,982 285,672 758 274,462 2,051 1,712,325
$5,000,000 under $10,000,000.. 314- 239,444 | - 874 240,473 343 303,185 900 1,529,973
$10,000,000 under $20,000,000.... 123. 160,486 317 . 264,755 - 149 358,112 322 - 1,111,638
$20,000,000 or more..... 527,053 19 1,263,149 " - 108 1,803,664 193 *1,966,930
— ble returns; te 184 [T1183;304 | 24,766 | 1,388,730 | 4152 2,654,387 = ' =
Under seoo 0002 290 53,749 1,430 49,969 101 13,531 - -
$600,000 under $1,000,000 2,061 172,422, 14,275 429,484 2487 678,770 - -
$1,000,000 under $2,500,000 2,054 394,500 7,219 383,851 1,162 757,244 - -
$2,500,000 under $5,000,000.... 519 232,844 1,311 - 163,107 - 274 - 445,743 - -
$5,000,000.under $10,000,000 183 153,774 3s 122,540 - 90. .267,409 - -
$10,000,000 under $20,000,000 ‘5t 66,356 100 67,520 26 158,987 - -
$20,000,000 OF MOTO............coooomrrenrrernes o 28 109,700 39 117,268 12 332,703 - -

2 |ncludes estates with nagative net worth. ,

bam
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NOTE: Detail may not add to totals becatiss of rounding.

1 Gross estate and asset values are shown'at‘ their value on the decedent's date-of-death,
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Estate Tax Returns, 1989-1991

Table 4.~Estate Tax Returns Filed for 1989 Decedents: Gross Estate and Charitable Bequests, and Recipients

of Charitable Bequests, by Sex and Marital Status of Decedent

[All figures are based on -- money are in th ds of dollars]
Gross charitable Arts and Religious
Sex, marital status Number of Gross estate, bequests humanities
returns tax purp 1
Number Amount Number Amount Number Amount
(1) () (3) (4) (5) (6) 7) (8)
All decedents
Total 50,378 87,171,508 9,792 5,765,620 922 313,928 5,610 590,480
Married 23,897 44,748,218 1,938 784,198 134 20,169 1,111 56,787
Widow or 20,342 32,128,779 5676 3,053,567 534 234,344 3,509 363,701
Single. 3,952 6,116,650 1,704 1,472,596 207 53,057 968 125,015
Cther. 2,185 4,177,859 474 455,259 46 6,358 221 44,977
Female Decedents
Total. 2,345 34,898,047 5,785 2,974,542 561 254,155 3,570 354,017
Married. 5,343 8,576,131 414 97,506 26 3,681 253 6,751
Widow. 14,267 22,328,799 4,148 2,130,494 379 214,889 2572 242,149
Single. 1,799 2,334,374 984 543,354 137 34,638 622 72,911
Cther. 838 1,658,743 239 203,188 18 947 122 32,208
Male Docodonts
Total, 28,031 52,273,459 4,007 2,791,078 361 59,773 2,240 236,463
"Married. 18,554 36,172,087 1,524 688,691 107 16,488 858 50,036
Widower. 6,075 9,799,980 1,528 923,074 155 19,455 937 121,553
Single. 2,153 3,782,276 720 929,242 70 18,419 345 52,104
Other. 1,249 2,519,116 235 252,070 29 5,411 99 12771
Educational, medical Social Private Other
Sex, marital status and science welfare foundations
Numb A Numb A nt Number Amount Number Amount
(9) (10) (11) (12) (13) (14) (15) (16)
All decodonts
Total 5,133 1,721,904 1,086 123,234 576 1,688,244 3,444 1,327,631
Married. 947 165,819 157 16,255 131 375,063 643 150,105
Widow or wid 297 1,070,852 706 64,379 285 690,205 1,870 629,996
Single. 880 419,711 191 38,513 124 432,655 642 403,646
Other. 284 65,521 33 4,087 35 190,231 189 144,084
Female Decedonts
Total 2,999 997,672 671 59,219 26 534,708 2,117 774,771
Married... 169 23,773 41 1,449 20 13,929 163 47,823
Widow. 2,129 752,357 497 44,527 191 393,246 1,452 483,325
Single. 594 198,521 108 11,821 64 90,357 404 135,106
Other. 107 23,021 25 1,422 12 37175 o8 108,417
Male Docedents
Total, 2,134 724,232 418 64,014 289 1,153,536 1,327 553,060
Married. 778 142,048 115 14,806 m 361,134 480 102,182
Wid 842 318,495 209 19,852 94 297,048 518 146,671
Single. 386 221,190 83 28,692 61 342,208 238 268,540
Other. 128 42,501 8 2,665 23 153,056 o1 35,687

* Gross estate is shown at the value used to determine estate tax liability. The valus could be determined as of date-of-death or 8 months thereafter (i.e., alternate valuation method).
NOTE: Detail may not add to totals because of rounding.
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Estate Tax Returns, 1989-1991

Table 5.--Estate Tax Returns Filed for 1989 Decedents: Gross Estate, Deductlons and Estate Tax, by

State of Residence

.

[All figures are based on samples ~ money amounts are in thousands of doltars)
Number - Gross Total allowable State death Estate tax
State of estate, tax deductions tax credit after credits
returns ‘puvposes". Number Amount - Number Amount Number Amount
(1) © {2 @ (4) - (5) (6) 7) (8)
Total — 50,376 87,171,506 §0,333 38,488,473 27,2~92 2,411,750 23,158 9,028,679
442 710,407 442 298,265 216 17,067 ' 196 79,020
56 78,262 55 35,958 12 . 1,281 " 5,310
. 625 899,394 625 372,825 307 19,798 270 T .. 78925
205 445,245 295 207,440 150 7,865 147 . 3501
California 9,382 15,495,688 9,376 6,583,020 4,698 392,850 4,252 1,530,634
Colorado...........coecoeccrimicncciccninean 507 775,091 507 321,187 267 18,516 236 71.321
Connectiout...........cccoevcriee 1,295 2 142,816 1,285 1,051,191 760 50,230 546" 192,469
Det 186 260,347 186 120,000 104 4,801 Kl | 18,851
District of Columbia........ccc.cvururrennce 159 435,238 159 153,064 103 21,808 91 76,766
Flotida.........ccoooniieeieiciceiciece 4,580 9,896,316 '4,580 4,570,919 2,431 /335,789 2,110 1,167,744
Georgia 900 1,534,241 900 1 719,669 439 35,137 400 138,328
Hawaii 319 ' 570,562 319 207,851 183 21,832 168 78917
Idaho .135 159,073 138 84,673 .49 1,328 30 4,674
llinois 2,465 4,240,581 2,448 1,882,788 - 1.247 102,990 1,163 415,027
Indiana 590 1,229,325 590 570,026 295 43,981 240 147,221
lowa 618 695,776 618 269,825 331 11,780 231 43838
Kansas. 530 740,337 530 283,718 268 21,384 189 72,108 .
503 785.5_29 503 204,585 304 23,689 219 94,029
389 .+ 707140 389 333,058 253 17,549 173 67,447
312 ' 416,300 300 121,061 207 11,543 200 - 48,407
- Maryland 943 - 1,443,847 043 630,974 562 34,341 442 135,121
M husetts. 1477 . 2,388,681 1,477 1,109,081 870 61,313 621 218,105
" Michigan 1,212 1,852,852 1,212 789,428 761 . 41,597 603 159,567
Minnesota.... 710 1,046,253 710 361,618 407 35,069 347 128,278
Mississippi... 284 398,600 284 182,599 123 7,377 98 30.014
Missouri.... 971 1,786,126 871 726,405 599 50,795 560 209,682
Montana 115 142,826 115 40,846 46 4,736 . 46 18,467
Nebraska 384 427,663 384 180,495 217 6,552 185 . 22,167
Nevada..... 213 306,830 213 147,120 112 4,462 80 . 16,758
New Hamp 291 356,242 291 139,767 152 8,757 143 25,351
NOW JOISBY.......coocerererrrcarerenrcerenennee ) 1,948 3,238,128 1,948 1,601,904 854 63,614 873 277,975
New M 149 247,101 149 87,112 73 7.845 68 32,436
New York. 4,476 9,516,901 4,467 4,639,511 2,682 297,359 2,185 ..~.1,059.675
North Carolina. 1,018 1,565,910 1,018 686,347 561 34,584 4982 . 148,738
North Dakota... 165 144,222 155 §3,004 54 1,301 80 3,693
1,721 2,650,529 1,721 1,089,453 1,163 67,523 856 255,706
Oklahoma. 431 758,579 431 253,534 283 33,106 246 . 114,505
Oragon 385 538,643 395 211,065 219 11,329 204 42,586
Pennsylvania... 2,167 3,802,647 2,167 1,563,053 1,431 133,474 1,006 459,914
Rhodo Island... 263 208,734 263 , 69,010 206 9,956 133 ' 35,030
South Carolina 594 710,115 694 337,541 258 10,363 221 T 40,225
100 113,014 100 77,600 - 36 854 7 c-o- 2,508
681 1,168,098 581 680,935, 255 34,729 250 . .117,757
2,366 4,360,037 2,366 1,954,976 1,087 122,522 1,004 480,148
103 281,876 103 139.244 68 0,085 56 36,079
104 135,616 104 45,149 58 3,357 57 14,617
1,137 2,210,619 1,137, 1,064,142 583 68,037 §37° 232,512
858 1,502,602 858 . 561,829 405 53,072 328 196,371
155 220,798 155 98,053 81 5,167 81 21,34
691 987,860 581 452,131 340 24,089 302 80,738
Wyoming 100 145,584 100 © . 55,882 62 3,347 58 16,258
© Other areas?..............lveres et 79 205,305 - 7 88,491 -2 2,820 T 65 © | T 20,408

1 Gross estate is shown at the value used to determine astate tax liability. The value could be determined as of date-o' death or 6 months thereafter (i.e., alternate valuation mathod)

2.8. citizens domiciled abroad.

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




Estate Tax Returns, 1989-1991

Table 6.—Estate Tax Returns Filed for 1989 Male Decedents: Gross Estate and Estate Tax, by Age and Marltal
Status of Decedent and Size of Gross Estate

[All figures are estimates based on samples -- money amounts are in thousands of doflars]

Age of decedent
Total
Marital status, Under 50 years
size of gross estate Gross estate, Estate tax Gross estate, Estate tax
tax purposes! after credits tax purposes’ after cradits
Number Amount Number Amount Number Amount Number Amount
(1) 2) 3) (4) (5) (8) @) (8)
All deced total, 28,031 52,273,459 9,607 4,073,868 1,382 2,716,132 360 119,979
$600,000 under $1,000,000. 13,567 10,472,833 3,511 145,050 626 488,755 81 2,744
$1,000,000 OF MOFB.......ccorireeriremrrennrrneresesssns ensenns 14,464 41,800,628 6,006 3,028,818 756 2,227,377 278 117,235
Marred decedents, total 18,554 38,172,087 2,704 1,384,107 888 1,700,853 68 26,683
$600,000 under $1,000,000.........ccccrmumeonrmcencnrens 8,354 6,508,985 477 17,668 as3 303,624 5 129
$1,000,000 0F MOTB.........oceenenrenncercrnnrremsenass renanes 10,200 29,663,103 2227 1,366,439 505 1,397,229 63 26,755
w d decedents, total 6,075 9,799,980 4,694 1,765,885 20 22,632 11 1,704
$600,000 under $1,000,000. 3,451 2,635,337 2,209 95,747 " 8,628 4 €6
$1,000,000 or more. 2,624 7,164,642 2,485 1,670,139 8 14,004 7 1,638
Single deced total 2,153 3,782,276 1,412 470,591 340 790,235 207 65,529
$600,000 under $1,000,000...........ccccoeemmecmrmmncenen 1,184 903,310 605 22,998 162 124,484 53 2,061
$1,000,000 or more 269 2,878,968 807 447,594 178 665,751 155 63,468
Other d total 1,249 2,519,118 797 453,264 134 202,412 73. 25,863
$600,000 under $1,000,000 578 425,200 220 8,638 69 52,019 20 489
$1,000,000 or more 671 2,093,915 577 444,646 65 150,394 53 25,374
Age of decedent—Continued
Marital status, 50 under 60 years 60 under 70 years
size of gross estate Gross estate, Estate tax Gross estate, Estate tax
tax purposes! after credits tax purposes! after credits
Number Amount Number Amount Numb A it Numb Amount
(9) (10) (11) (12) (13) (14) (15) (16)
All decod total 2,484 4,493,199 513 168,777 5,543 9,976,968 1,206 406,597
$600,000 under $1,000,000...........covvccreereccermrsneons 1,087 831,214 154 4,655 2,539 1,873,634 368 13,202
$1,000,000 or more 1,417 3,661,984 359 164,122 3,004 8,003,332 838 393,395
Marnied decodents, total 1,094 3,561,578 135 41,239 4,430 6,255,031 424 140,068
$600,000 under $1,000,000 738 584,047 12 302 1,645 1,528,903 [:<} 1,185
$1,000,000 or more. 1,156 2,877,528 123 40,937 2485 8,726,928 382 138,003
Widowed decedents, total 7% 98,865 47 9,008 412 560,708 33 95,848
$600,000 under $1,000,000 43 38,925 21 586 223 170,363 134 5,606
$1,000,000 or more, 28 50,740 25 8,442 189 390,344 179 76,852
Single deced , total 264 341,270 170 33,421 as6 486,570 240 61,842
$600,000 under $1,000,000 185 123,908 78 2,030 207 154,088 110 4,085
$1,000,000 or more. 100 217,362 61 31,390 149 334,484 130 67,757
Other decedents, total 249 503,689 162 95,108 s 671,658 29 119,039
$600,000 under $1,000,000 118 87,335 4 1,758 163 120,282 61 2,256
$1,000,000 or more. 133 416,354 120 83,352 182 551,578 168 116,763

Footnotes at end of table.
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Table 6.—Estate Tax Returns Filed for 1989 Male Decedents: Gross Estate and Estate Tax, by Age and Marltal
Status of Decedent and Size of Gross Estate—-Continued

JAll figures are estimates based on samples - money amounts are in thousands of doilars]

Age of decedent—Continued
Marital status, 70 under 80 years . " 80years and over
size of gross estate Gross estate, Estate tax . Gross estate, ) Estate tax
. tax purposes' after credits tax purposes’ after credits
Number Amount Number Amount ~ Number ’ An;noum Num.Bar Amount
(17). (18) (19) | (20) 1) - (22) . (23) (24)

Al deced total 2 ) 8,045 14,983,225 © 2,383 1,032,167 10577 ’ 20,103,937 . 5,145 2,346,348
$600,000 under $1,000,000...........ccccovvemecernrenecne . 3,939 3,028,950 . 775 ‘ -29,521 5397 4,150,280 - . 2132 ' ‘94,928 .
$1,000,000 or more. . . 4106 11,854,275 .. 1608 1002647, | - 5180 15,853,657 . 3,012 - 2,251,420

Married deced: total i 5749 11,471,077 808 - 425,774 5,593 11,182,752 ’ 1,269, 750,1 ?3 .

. $600,000 under $1,000,000............occovurerencen 2,636 2,049,462 108 to 2,651 2,651 2,042,949 . 201 13,421
- $1,000,000 or more .. 3,113 . | 9,421,615 701 . 423,123 2,942 9,139,803 . 978 736,72

w d deced total. 1,439 1,928,152 © 1,075 304,879 4128 . 7,201,824 © 3,248 " 1,364,646
$600,000 undar$1 000,000.:......ccoerrererees onernen S 871 660,413 535 21,216 2,208 1,760,009> 1,515 . 768,202
$1,000,000 or more. - 568 1,267,739, . 540 283,663 1,831 5,441,816 11733 1,206,443

Single deced total ) 553 | 968,066 -] © 170,736 638 1,194,136 a79 . 1 . 139068

" $600,000 under $1,000,000................coovververnmrern 311 230,837 - m v 4,813 339 269,995 252 10,008
" $1,000,000 or more. . 243 737,228 . 205 . 1165,923 ) 299 924,141 T 129,056

Other decedonts, total < 304 615,931 184 130,777 218 |- s2s005 | 149 - 92496
$600,000 under $1,000,000...........ccoccvrmueeerrarmrnnes 2 88,238 ) ; 840 . 109 & o T1328 ) 75 T 3296
-$1,000,000 or more ; . . 183 527,693 162 129,937 108 T 447898 74 ., 89,199

102

1 Gross estate ls shown at the value used to determine estate tax Ilabllny _The value could be detarmmad as of daie-of-death or 6 months thereafter (i.e., alternate valuation method).
NOTE Detail may not add fo totals becauss of. roundmg . . .
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Table 7.—-Estate Tax Returns Filed for 1989 Female Decedents: Gross Estate and Estate Tax, by Age and
Marital Status of Decedent and Size of Gross Estate

[All figures are based on les -- money are in th ds of dollars}
Age of decedent
Total
Marital status, Under 50 years
size of gross estate Gross estate, Estate tax Gross estate, Estate tax
tax purposes' after credits tax purposes! after credits
Number Amount Number Amount Number Amount Number Amount
(1) (2) (3) ) (5) (6) ) (8)
All deced , total 22,345 34,898,047 13,551 4,954,811 354 854,191 102 30,691
$600,000 under $1,000,000...........ccocreecrrcmrennee 12,656 9,566,226 6,167 260,848 166 129,769 33 1,035
$1,000,000 OF MOTB.......ooocecrmmreermecninionarrncees 9,689 25,341,821 7,385 4,693,063 188 424 422 €9 29,657
Married decedents, total 5,343 8,576,131 1,016 364,790 230 383,474 28 8,400
$600,000 under $1,000,000..........occoeverrernnces 2,862 2,179,841 25 11,323 97 77,313 4 167
$1,000,000 0r MOT®.........ocooorirnnr i ciirer e 2,481 6,308,200 691 353,467 134 308,161 24 8,233
w d decedents, total. 14,267 22,328,799 10,818 4,022,406 29 42,540 17 7,146
$600,000 under $1,000,000 8,176 6,163,717 5,056 220,408 20 14,983 8 259
$1,000,000 or more.. 6,091 16,165,083 5,762 3,801,998 9 27,557 9 6,887
Single decedents, total 1,799 2,334,374 1,091 260,981 36 46,795 27 3,736
$600,000 under $1,000,000...........cccoeuecvrinncces 1,109 839,000 551 18,813 19 14,666 12 429
$1,000,000 or more. 690 1,495,374 540 242,168 18 32,129 14 3,307
Other doced total. 936 1,658,743 627 306,634 59 81,382 30 11,410
$600,000 under $1,000,000.........ccooervvemirarnanee 509 373,668 235 10,304 31 22,806 8 180
$1,000,000 or more..........c.cconveene SRR 427 1,285,075 392 206,331 28 58,576 2 11,230
Age of decedent—Continued
Marital status, 50 under 60 years 60 under 70 years
size of gross estate Gross estate, Estate tax Gross estate, Estate tax
tax purposes' after credits tax purposes!' after credits
Number Amount Number Amount Number Amount Number Amount
) (10) (11) (12) (13) (14) (15) (16)

All decod total. 854 1,268,725 252 61,210 2,550 4,088,895 1,008 352,812
$600,000 under $1,000,000...........c.ooceccrrmanrenne 435 333,565 90 3,086 1,401 1,074,539 421 16,107
$1,000,000 or more 418 935,160 ‘163 58,125 1,148 3,014,356 587 336,705
Married docedents, total 546 886,442 a9 12,242 1,400 2,316,547 189 57,988
$600,000 under $1,000,000..........cccccerecevennrnan 261 205,284 9 191 726 566,361 51 1,883
$1,000,000 0r MOTB.........cocniiirimrrrmrerrescerreerianeons 285 681,158 40 12,052 675 1,750,186 138 56,105
w d deced: , total 144 186,945 101 25,470 331' 1,172,625 600 199,273
$600,000 under $1,000,000. 82 61,547 42 1,774 496 372,764 280 11,227
$1,000,000 or more 63 125,398 S8 23,696 335 799,860 . 320 188,046
Single decedents, total. 65 64,372 36 5,356 127 153,839 84 18,671
$600,000 under $1,000,000 46 33724 20 745 81 63,503 42 1,218
$1,000,000 or more. 19 30,649 16 4611 45 90,336 42 17,454
Other decedents, totat $8 130,966 66 18,142 192 445,884 136 76,879
$600,000 under $1,000,000..........cccoorvccrmnnn. 47 33,010 18 376 08 71,810 49 1,779
$1,000,000 0rMore.........ccoovmimmemmianecerrersreanes 51 97,956 48 17,766 93 373,974 a7 75,101

Footnotes at end of table.
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Table 7.-Estate Tax Returns Filed for 1989 Female Decedents: Gross Estate and Estate Tax, by Age and
Marital Status of Decedent and Size of Gross Estate—Continued

104 |

[All figures are based on ples -- money are in th ds of dollars]
Age of decedent—Continued
Marital status, . 70 under 80 years 80 years and over .
size of gross estate Gross estate, Estate tax Gross gsﬁte, Estate tax
tax purposes' alter credits tax purposes’ after credits
Number Amount Number Amount Number Amount Number Amount
(17) (18) (19) (20) (21) | (22) (23) (24)

All deced total 5714 8,348,340 3,330 1,176,988 12,874 20,637,896 8,859 3,333,109
$600,000 under $1 ,OO0.00Q 3,423 2,585,018 1,617 69,446 7,230 5,433,336 ' 4,008 171475
$1,000,000 or more. 2200 5,763,323 1,713 1,107,542 5,644 15,204,560 4,853 3,161,934

Married deced , total . 1,710 2,634,874 394 164,151° 1,457 - ) 2,354,794 357 122,008

- $600,000 under $1,000,000 o991 757,775 T 169 - 7,346" " 789 o 573,1108 . a2 1,736
$1,000,000 or more. 719 1,877,099 25 156,595 668 1 ,7§1 ,686 265 120,272

Wid deced: , total, 3,407 4,869,042 2,568 681,489 9,856 16,057,647 7,531 2,909,029
$600,000 under $1,000,000. 2,082 . 1,548,354 1,273 54,812 5517 4,166,068 3452 162,537
$1,000,000 or more 1,346 3,320,688 1,285 826,877 4,338 11,891,579 4,079 2,756,492

Single docod total. 36 T 422,018 190 49,620 1,234 " 1,647,350 ‘754 183,598
$600,000 under $1,000,000. - 219 162,079 o5 2,689 744 565,028 381 13732.
$1,000,000 or more. 17 ,259,938 -95 46,932 491 .o 1082322 373. 169,865

Other deced , total, 260 422,406 178 81,728 - 327 .- 578,104 216 118,475 -
$600,000 under $1,000,000............crereslrmerenens 182 116,810 79 4,800 180 X 129,132 80 3170 |
$1,000,000 or more. 108 305,597 99 76,929 147 448,972 138 115,305

1 Gross estats is shown at the value used to détenmine estate tax liability. The value could be dgterminad as of date-of-death or 6 months h

NOTE: Detaii may not add to totais because of rounding.. .

"
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Personal Wealith, 1989

by Barry W. Johnson and Marvin Schwartz

gross assets of $600,000 or more in 1989

according to estimates of personal wealth derived
from Federal estate tax returns using the “estate multiplier
technique.” These individuals, the Nation's “top wealth-
holders,” represented less than 2 percent of the adult
population [1]. Their net worth was over $4.8 trillion and
accounted for between 25 and 30 percent of the personal
wealth in the United States [2]. Almost 1.3 million of
these individuals had a net worth of at least $1 million.

T here were approximately 3.4 million people with

Background

The distribution and composition of personal wealth in
the United States is a topic of great interest among
researchers and policy planners. Much of the economic
debate preceding the 1992 Presidential election focused
on how the policies of the previous 12 years had affected
various sectors of society: how had the wealthiest
individuals in society fared compared to middle class and
needy Americans?

This is a difficult question to answer because, while
there are several sources of data available to study income
trends, little is known about wealth. The few surveys
which attempt to measure wealth tend to under-represent
the very wealthy because of the relatively small size of
this important group [3]. An alternate approach is the use
of administrative records, i.e., the Federal estate tax
return, to approximate the wealth of the living.

The personal wealth estimates for 1989 are based on
estate tax returns filed for individuals who died in 1989.
The estate multiplier technique is used to estimate the
wealth of living individuals using tax returns filed for the
deceased. Because a decedent’s estate has up to 9 months
to file an estate tax return, and a 6 month extension is not
uncommon, it is necessary to sample returns filed over a
3-year period in order to capture data for nearly all estate
tax decedents dying in a single year. One of the strengths
of this estimation technique is the large sample upon
which the estimates are based. The sample contains over
17,500 returns for 1989 decedents, which is about 35
percent of the total population of 1989 estate tax filers,
considerably larger than the samples selected for other
studies at comparable levels of wealth (see the appendix
to this article for a more complete discussion of the estate
multiplier technique).

The estate multiplier technique has been used by Statis-
tics of Income to estimate the wealth of living individuals
since the 1960’s (most recently for 1982 and 1986). As

the level of gross estate (or gross assets) required for
filing a tax return has increased, the definition of a top
wealthholder has also changed. The level of wealth to
which these estimates apply is $600,000 or more in gross
estate, the filing threshold in effect for 1989. The gross
estate criterion is a Federal estate tax concept of wealth
which does not conform to usual definitions of wealth,
primarily because it includes the face value of life insur-
ance in the wealth of the decedent. Therefore, three
measures of wealth are used in this article: gross assets (or
gross estate), total assets and net worth.

Gross assets reflect the gross value of all assets, includ-
ing the full face value of life insurance reduced by policy
loans, but excluding any reduction for other indebtedness
[4]. This measure defines the individuals included in the
top wealthholder group. Total assets, while a narrower
definition of wealth, is still essentially a gross measure. It
differs from gross assets in that the cash, or equity, value
of life insurance, i.e., the value of insurance immediately
before the policyholder’s death, replaces the “at death”
value of life insurance included in gross assets [5]. Net
worth, the level of wealth after all debts have been re-
moved, also includes the cash value of life insurance.

Personal Wealth in 1989

Although 52.1 percent of the adult population in 1989 was
female, just 41.8 percent of the 3.4 million top wealth-
holders that year were women (see Figure A). Never-
theless, this represented a modest increase from the 40.3
percent who were female at a corresponding level in
1986. On the other hand, women were on the average
wealthier and had fewer debts than their male counter-
parts, holding 43.1 percent of the net worth of top
wealthholders. Their average net worth was 5.6 percent
higher than that of male top wealthholders. The debt
burden, i.e., amounts owed as debts and mortgages, of

Top Wealthholders: Selected Items, by Sex, 1989

{Number of wealthholders is in thousands]

Barry W. Johnson is an economist and Marvin Schwartz is a
statistician with the Foreign Special Projects Section. This article
was prepared under the direction of Michael Alexander, Chief.

ltem Total Males Females
(1) @ 3
Number of top wealthholders............ 3,417 1,989 1,427
Total assets Billions)..........cccevereenne 5,390 3,150 2,241
Debts and mortgages (billions)......... 586 416 170
Net worth (billions)............ccoerirennene 4,804 2,738 2,071
Mean net worth (millions)......... 141 137 145
Median net worth (millions) 0.81 0.77 0.85

NOTE: Detail may not add to totals because of rounding.
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Top Wealthholders: Compbsition of )-\ssets, 1989 -
S : ' Mn;nﬁagéga;pd notes - ‘
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Real estate
(31.1%)

Closely
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- stock, at 30 percent, was the most commonly held asset.

. largest asset type. This was an increase from the 90

Real estate comprised the largest share of the assets held
by top wealthholders in 1989 (see Figure B). Over 31 .
percent of their portfolios consisted of real estate hold- -
ings, while corporate stock comprised just 26 percent.

This is in contrast to 1986 estimates where corporate- - ,

Both the Dow Jones Industrial Average and Standard and
Poor’s common index increased about 40-percent between
1986 and 1989, while the Index of New One-Family . :
Houses Sold increased a more modest 14 percent over the
same period [6]. This indicates that the change in the .-
relative importance of stock and real estate was mainly.
attributable to a redistribution of investments, rather than
an actual decline in the performance of the stock market
Some of the assets held in 1986 as corporate stock were
subsequently redirected to bonds, which made up,10.4
percent of 1989 wealthholders’ holdings and was the third

e : . Cash Noncorporate - .
' (9.5%), , -.business assets .
) (7.2%)

 women was only 7.6 percent of their total assets;.com-
pared to 13.2:percent for men. - :

Figure G _
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~ wealthy in 1989 were State and local Government bonds. -
. These-bonds are particularly attractive to top wealth-
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wealthholders. Nearly two-thirds of the bonds held by. the
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holders because interest payments on them are generally
tax-exempt. The modest 1.5 percent increase in Standard
and Poor’s Municipal Bond Price Index between 1986
and 1989 shows that the rise in their relative share was
due to the increased use of bonds as a means of diversify-
ing and balancing a portfolio, rather than to an increase in
their investment value. Cash, at 9.5 percent, and
noncorporate business assets, at 7.2 percent, represented
the next largest assets.

There were significant differences in the asset portfo-
lios of men and women (see Figure C). While the portfo-
lios of both men and women included roughly the same
share of investments in corporate stock, the make-up of
the stock holdings was quite different. At least 48 percent
of the corporate stock held by men was untraded or in
closely held corporations, compared to 28 percent for
women [8]. This indicates that men are still more active in
the creation and management of small companies than
women, despite the increasingly important role of female
entrepreneurs. It may also say something about different
attitudes toward risk taking, as investments in this kind of
stock are usually much riskier and less liquid than invest-
ments in the stock of larger, publicly traded firms.

There were other noteworthy differences between the

portfolios of males and females as well. Bonds made up
13.2 percent of women's assets in 1989 compared to just
8.4 percent of the assets of men. Conversely, wealth held
by men was characterized by a higher concentration in
noncorporate business assets, 8.4 percent, compared to just
5.4 percent for women. Though a small portion of the
assets of the wealthy, the share held as equity in life insur-
ance by men and women was also quite different. While
2.5 percent of the assets of men was life insurance, only
0.6 percent of the assets of women was in the form of life
insurance. Another noteworthy difference in the portfolios
of men and women was in the share of assets comprising
“other assets.” (These assets include intangible and
depletable assets, annuities, interests in pension plans and
personal property.) Just 8.9 percent of the assets of women
were classified as “other assets™ compared to 12.6 percent
for men.

More distinct differences in the composition of the assets
of the top wealthholders exist when looking at the way the
portfolio changes as the wealthy age (see Figure D). More
than one-third of the assets of top wealthholders under 65
years of age was held as real estate, with corporate stock
comprising just 24 percent of their portfolios. At least 49

percent of the corporate stock held by these top wealth-

Top Wealthholders: Types of Assets as a Percentage of Total Assets, by Age, 1989

Real estate
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NOTE: Detail may not add to totals because of rounding.
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holders was that of closely held corporations. In fact,
when looking only at the wealth of those under 50 years
of age at least 54 percent of their corporate stock holdings
was in the form of closely held stock (see Table 4).

As the wealthy aged, their portfolios changed, with
corporate stock, at just under 30 percent, becoming the
most prominent asset of those 65 years of age and older,
while less than 25 percent of the total was made up of real
estate. The composition of the corporate stock holdings of
the wealthy also changed, with closely held stock becom-
ing less significant. Only about one quarter of the stock
held by those top wealthholders at least 65 years of age
was identified as that of closely held corporations. ‘

The share of the assets held as noncorporate business
assets, cash and bonds also changed significantly as the
wealthy aged and redirected their investments. Non-
corporate business assets, like closely held stock, were

- more prominent in the portfolios of those under 65 years

of age. While 8.7 percent of the assets of younger

Figure E

wealthholders was held as noncorporate business assets,
these assets accounted for only 4.1 percent of the assets of
those 65 years and older. In contrast, bonds, which consti-
tuted only 6.9 percent of the portfolio of wealthholders
under 65 years of age, became an important source of
income for those 65 years and older, with 17.3 percent of
their assets invested in them. Cash, a significant share of
the assets of all age groups, increased rather modestly in_
comparison, from 8.1 percent to 12.4 percent of the assets,
as the wealthy aged.-

Geographic Distribution of Wealth

_ Estimates of personal wealth using the estate multiplier

technique for a limited population, for instance, the very -
wealthiest individuals by State, are subject to high
sampling variance. Thus, wealth estimates by State for
those individuals whose net worth is $10 million or more
can be misleading. For that reason, the estimates of wealth
by State presented here do not include the 36,000 top

Concentration of Top.Wealthholders With Net Worth Less Thé,n $10,000,000, by State,
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e e v oo

(These wealthholders represented only 1 percent of the .
3.4 million people with gross assets of $600,000 or more.) I;:z‘_’;’gglgt hholders: Number and Net Worth,
In 1989, nearly 662,000, or almost 20 percent of the
top wealthholders with net worth under $10 million, lived Milllons of wealthholders Trillions of dollars
in California. New York, with 325,000, accounted for the 51 s ®
second largest number. Florida, with its rapid growth and Net worth b —
attractive tax policy (no State income tax), showed the 4r 14
third largest number of top wealthholders, 241,000, 34
displacing Texas, which had been third in 1986. 3t 2'7///C} | 413
Looking at wealth on a per capita basis presents a 25 Number of top
somewhat different picture of wealth in this country by 2 ? wealthholders i,
eliminating the distortions caused by the large population
of some States. For instance, Connecticut, the 26th most |
populous State, had the highest concentration of top ! !
wealthholders—422 per 10,000 adults [9]. This compared
with the 196 top wealthholders per 10,000 adults nation- 0 : 0
wide. Using this measure, California, with 11 percent of 1982 1986 1989
the adult population, had the second highest concentration Year of death
of top wealthholders, with 330 per 10’000. On the other wbég'LEo;I:;p wealthholders with gross assets of $600,000 or more, using constant
hand, Pennsylvania, the fifth most populous State, had a '
relatively low concentration of wealthy individuals, just percent, or just over 29 percent, between 1982 and 1989.
146 per 10,000, ranking it 35th among the 50 States and The Dow Jones Industrial Average increased 184 percent.
the District of Columbia. As shown in Figure E, wealth Interest rates fell between 1982 and 1989, lowering the
appears to be more heavily concentrated in the more yield on most bonds, but making mortgages more afford-
populous coastal States of the Northeast and some West- able. Exports reached an all time high by 1989, making the
ern States. United States the world’s leading exporter that year {10].
Between 1982 and 1989, the number of top wealth-
Personal Wealth, 1982-1989 holders with gross assets of at least $600,000 (in constant
The U.S. economy continued to grow during 1989, 1989 dollars) increased 38.5 percent (see Figure F) [11].
making the period from 1982 to 1989 the longest consecu- | Figure F shows that the value of net worth increased at a
tive peacetime expansion in U.S. history. Between 1982 much higher rate, growing 77.6 percent. This rate is more
and 1989, over 20 million jobs were created, so that by than double the increase in the GDP. The greatest change
1989, the unemployment rate, at 5.3 percent, was at its occurred between 1982 and 1986.
lowest since 1973. Gross domestic product (GDP) Figures G and H show that the number of top wealth-
experienced real growth of almost 29 percent, while holders with a net worth of at least $5 million experienced
inflation grew at an average annual rate of about 3 to 4 the largest growth between 1982 and 1989, more than

Top Wealthholders: Number and Net Worth, by Size of Net Worth, 1982-1989

[Number of wealthholders is in thousands--money amounts are in billions of dollars]

Size of 1982 1986 1989
net worth Number Net worth Number Net worth Number Net worth
(§)] @ ()] @ (5 (6)
Total 2,467 2,705 3,206 4,347 3,417 4,804
Under $1,000,000'...... 1,748 914 2,070 1,164 2,156 1,323
$1,000,000 under $5,000,000 666 1,196 1,035 1,888 1,151 2,100
$5,000,000 or more, 53 594 102 1,295 109 - 1,382

1 Includes top wealthholders with negative net worth.
NOTES: Top wealthholders with gross assets of $600,000 or more, using constant 1989 dollars. Detail may not add to totals because of rounding.
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~worth increased by 133 percent, meaning that each indi-

Top Wealthholders: Percentage Increase in » ‘ ; | vidual in this group was, on average, wealthier than his or

Number and Net Worth, by Slze of Net Worth ' her 1982 counterpart. As a group, they accounted for

1982-1989 B : S . almost $1.4 trillion of the personal wealth in the Umted
States.

Pereentage increase
140

Individuals with a net worth of at Ieast $1 mllhon but
133% less than $5 million increased by 73 percent between 1982
and 1989. Similarly, the value of assets owned by this -
group increased by about 76 percent. Individuals with
gross assets of $600,000 or more, but with a net worth
less than $1 million, increased by only 23 percent whlle g
their net worth grew by 45 percent. -
As mentioned earlier, real estate comprised the largest
single component of the portfolios of top wealthholders in-- -
. 1989. Figure I shows that the value of the real estate-held. - .
by top wealthholders increased by an inflation-adjusted
$660 billion between 1982 and 1989. The graph also: . -
shows the decline between 1986 and 1989 in the real :
n B value of corporate stock included in the portfolios of the
" _under 81 °~°° 000 . 5,000,000~ wealthy. The value of bonds in the p portfollos of top .

$1,000,0000 - - ‘under - ormore

$5,000,000 . . wealthholders increased the most on a percentage basis,

B | more than doubling. The amount of cash nearly doubled
over the period, due, in part, to the anreased populantv of
money ‘market mutual funds.-- :

: , Numb'er‘of top weanhhelders‘ g\\§ Net worth - . . ‘
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Size of net worth

. . SIImmary
‘Includes top wealthholders with negahve networth. . - S : In 1989 approx1mate1y 3. 4 mllllon people—less than 2

- NOTE; Top weaﬂhholders with gross assets of $600 000 or rmore, using constant 1989 - percent of the. N ation’s adult populatlon—held gross
dollars. . . . : . ; ) s

Figure |

Top Wealthholders: Selected Assets, 1982-1989
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assets of $600,000 or more. The net worth of these
individuals was $4.8 trillion and accounted for between
25 and 30 percent of the personal wealth in this country.

Although 52.1 percent of the adult population in 1989
was female, they accounted for only 41.8 percent of the
top wealthholders. This represented a modest increase
from 1986 when 40.3 percent of those individuals at the
corresponding level of wealth were female. Their average
net worth, however, was 5.6 percent higher in 1989 than
that of male top wealthholders.

Real estate constituted the largest share of the assets
held by top wealthholders. Corporate stock, the predomi-
nant asset in the portfolio of the wealthy in 1986, com-
prised the next largest share of the assets. Together they
represented over 57 percent of the assets of top
wealthholders.

Notes and References

[1] U.S. Bureau of the Census, Current Population
Reports, Series P-25, Number 1057, United States
Population Estimates, by Age, Sex, Race, and
Hispanic Origin: 1989. While the onset of adulthood
is more commonly considered to be 18 or 21 years of
age, it is defined here as 20 years of age because of
the available mortality data used to develop these
estimates.

[2] Board of Governors of the Federal Reserve, Balance
Sheets of the U.S. Economy, 1960-1991, Publication
C-9, September 1992, estimates the total net worth of
the private sector to be $18.9 trillion. The 1989
Survey of Consumer Finances, also sponsored by the
Board of Governors of the Federal Reserve, estimates
a more conservative $15.9 trillion.

[3] The 1989 Survey of Consumer Finances, sponsored
by the Board of Governors of the Federal Reserve, is
a noteworthy exception to this problem. The survey
design uses a dual frame which over-samples the very
wealthy in order to ensure that they are adequately
represented in the resulting data base. The Survey
collects data on assets, debts, income and attitudes
about finances.

[4] Post-mortem dividends and interest included in the
value of life insurance are included in gross assets for
estate tax purposes.

{5] Estimates of the equity value of life insurance
included in total assets were approximated based on
the face value reported on Federal estate tax returns
and on the decedent’s age. A ratio of the cash value to
the face value was developed using two independent
sources of data. The first was a study conducted by

(6]

7

(8]

9

[10]

(11}

the Institute for Life Insurance which looked at the
life insurance policies reported in the estates of 1971
Federal estate tax filers. The second was the Federal
Reserve Board’s 1982 and 1989 Surveys of Con-
sumer Finances. The results from each of these
sources were encouragingly similar. A simple re-
gression in which age was the independent variable
was used to predict the values used in the Statistics
of Income estimates. The same set of ratios was used
for both males and females due to lack of sex-
specific data.

U.S. Bureau of the Census, Construction Reports,
Series C-27, Price Index of New One-Family Houses
Sold, First Quarter 1990.

The Federal Reserve Board's Flow of Funds
estimates of household financial assets and liabilities
showed that the value of corporate equity (including
mutual funds) held by households increased by 20.2
percent between 1986 and 1989, again, less than the
increase in the market indices during the same
period. Both the Tax Reform Act of 1986 and the
stock market decline in 1987 may have influenced
the amount of stock held by individual investors.

Untraded, or closely held, stock is identified from
the descriptions of assets provided by executors on
the Federal estate tax return. When such descriptions
are too vague (or are absent) to make a reasonable
determination, amounts are included in the more
general “other corporate stock” category. Therefore,
the estimate of “closely held stock™ presented in this
article should be considered extremely conservative.

U.S. Bureau of the Census, Current Population
Reports, Series P-25, Number 1058, State Popula-
tion and Household Estimates, July 1, 1989. Adults
are defined for purposes of this discussion as
individuals 21 years of age or over, because of the
availability of the data.

U.S. Office of Management and Budget, Economic
Report of the President, Washington, DC, 1990.

Some of the change in the number of top
wealthholders may be due to the influence of a
revision of the estate tax law which became effective
in 1982. This revision permitted an unlimited
deduction from gross estate for bequests to the
decedent’s surviving spouse. (Prior to this, the
deduction was limited to the greater of one-half of
the adjusted gross estate, or $250,000.) This meant
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that by bequeathing most of the assets to the surviv-
ing spouse, the estate would be exempt from Federal
estate taxes. The new law may have caused changes

“in bequest patterns, whereby more of the decedent’s
estate was left to the surviving spouse, postponing
bequests to children and grandchildren until the death
of the surviving spouse. Such a shift in bequest
patterns could influence the number and make-up of
the top wealthholder population and should be
considered when companng estlmates between 1982
and 1989.

Appendix: The Estate Multiplier Technique
Researchers have been using the estate multiplier tech-
nique since the beginning of the 20th century to draw
conclusions about the wealth of the living population
through knowledge of the wealth of the deceased.
(Financial records were used as early as 1864 to estimate
total personal wealth by a related technique.) The tech-
nique assumes that estate tax returns taken as a whole
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represent a random sample, designated by death, of the
living population. Death, however, is not a truly random
event and therefore is not a simple representative sample
of the living population under consideration. It does,
however, provide a means of producing reasonable
estimates of personal wealth utilizing existing data.

The probability that a person will die in a given year

. depends on the particulars of one’s life. Age and sex are

usually taken as indicators of these conditions. If one .
knows the mortality rate and the number of deaths for
each age and sex group, oné can approximate the popula-
tion of living wealthholders. _

Vital to the estimation of personal wealth is the use of a
mortality rate appropriate to the top wealthholder popula-
tion. This is essential to the estimates because there is
much evidence that the wealthy have mortality rates that
are lower than those of the population as a whole. In other
words, social class is also a determinant in the “selection
of the sample.” Therefore, an adjustment to the general
mortality rates is necessary.

The mortality rates assumed to approx1mate those of
the wealthy are based on the mortality experience of the
Metropolitan Life Insurance Company’s preferred-risk
policyholders. Mortality differentials were derived based
on Metropolitan Life data for a series of years. Thus, the
effect of the sampling variance of death has been reduced.
Multipliers are then derived using the inverse of the
adjusted mortality rates for each decedent according to
age and sex. These multipliers, applied to sampled estate
tax return data, produce wealth estimates for the living
population.

The estimates of wealth are based on a sample of estate
tax returns filed for 1989 decedents during 1989-1991.
Sampling rates varied from 7 to 100 percent, with weights
appropriate to each year maintained. Although this .
yielded a large overall sample size, the limited number of

" returns filed each year for decedents who were relatively

young (under 40 years of age) or very wealthy (gross
assets of $5 million or more) can make results for. these
categories subject to considerable variance.

Death’s achieved sample of these relatively young and
very wealthy decedents in a given year can distort esti- -
mates of the wealth of the living. Death samples at vary-
ing rates which tend to average out over a period of years.
This can result in large short-term fluctuations for a given
year. When death “selects” a smaller sample, i.e., fewer
deaths for a segment of the population during a sample
year, wealth estimates of that segment will be lower than
the true population values. Similarly, too large a sample
produces estlmates that overstate the wealth of the popu-
latlon

sample of estate tax retums is designed so that it is strati-
fied by age, as well as by size of gross estate. All returns
filed for both the very wealthy (those with gross assets of
$5 mllllon or more) and the relatlvely young (those under
40 years of age) were selected for the study. Thus, the
sampling variance introduced by the Statistics of Income
sample for returns of relatively young or wealthy dece-
dents was eliminated.

The variability of the final estlmates for very wealthy
and relatively young individuals was further reduced by
including in the sample all returns filed for non-1989
decedents during the 3-year period. These segments of the
sample were then post-stratified and reweighted to repre-
sent the true 1989 decedent population. This technique
reduces the effect of outliers on the estimates of the type

‘and amount of wealth for the relatively young and very

wealthy.

" Further adjustments to the estimation technique have
been incorporated in a continuing effort to improve the
accuracy of the estimates. The use of returns for a particu-
lar year of death filed during a 3-year period is dependent
upon the timely filing of all or nearly all the returns for
that year, or, alternatively, an awareness of the number of
missing or yet-to-be-filed returns. Data for prior years
have allowed estimates to be made of the number of
unfiled returns for 1989 decedents. This adjustment
proved to be age dependent; the likelihood of a timely
return being filed increases with the decedent’s age,
possibly because the elderly have been able to make more
complete estate plans. ,
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Basing the estimates on returns for a single year of
death eliminated much of the distortion due to inflation.
However, the problem was not entirely eliminated due to
the use of all returns for the relatively young and very
wealthy decedents regardless of the year of death. Money
amounts for these individuals were converted to 1989
dollars to further reduce the effects of inflation on the
estimates.
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Table 1.--All Top Wealthholders W|th Gross Assets of $600,000 or More: Total and Type of Assets -
Debts and Mortgages; and Net Worth, by Size of Net Worth - '

[All figures are estimates based on samples - numbers are in thousands, money amounts are in millions of dollars]

Real

114/

$10,000,000 or more.

.- - Debfs and Net . .
Size of net worth Number of top Total . 'nwngages - worth . ‘estate
. wealthholders assets
. Number- Amount Number Amount Number Amount
(1) (2 @ @) C] (G @ ®
Total 3 - . 3,416.8 5,390,431 - 12,9691 585,964 3,416.8 4 804,467 ' 3,150.7 1,674,667
Under $600,000" .- 811.9 483,063 763.1 184,206 811.9 298, 858 759.5 . 241,987 .
$600,000 under $1,000,000...... 13444 1,117,669 1,1133 - 93,956 1,344.4 1,023,713 1,216.6. 401,760
$1,000,000 under $2,500,000. 9454 1,539,118 8127 135,316 9454 1,403,801 879.8 513,803
$2,500,000 under $5,000,000. 205.5 . 770,162 179.4 73,933 2055 . 696,230 190.6 - 1227773
$5,000,000.under $10,000,000. 731 529,737 66.5 37,497 731 ' 492,240 69.2 .. 124,634 -
$10,000,000 or more.. 36.4 950,682 345 61,056 - 364 889,626 352 .. 164,710
) Closely held Other Cash Total }
Size of net worth stock stock " bonds
‘Number Amount <Number - Amount Number: Amount Number An:wunt
() (10) (1) (12) (13) a4 (15) (18)°
__ Total . 7622 |- 561,372_]| 23993 _848,968} ——3,336.9 ~—513 422 —f——1,876.1— ——561;452- —
Under $600,000* 1579 25,708 4483 © 24,846 778.7 - 38 963 ' . 258.7 1.12,472
$600,000 under $1,000,000.................0.......... 2218 51,148 957.6 147,681 1,319.9 161,072 .799.9 -109,943
$1,000,000 under $2,500,000. ; © 2501 - 122,687 - 733.2 237,915 9275 - ;161,335 594.3 .- 164,293,
$2,500,000 under $5,000,000. 80.7 90,946 164.0 . 139,992 201.9° -60,923 138.3 84,379
$5,000,000 "r"'nr $10, ,000,000.. s2.8- 72,977, 647 102,217 728 R 40,088, . .556. . . | . 69692 .
$10,000,000 or more... 19.6 197,905 315 196 317 363 - 51,031 284 120,673 .
. * State and local Corporate and Federal savings Other Federal
Size of net worth " - Govemnment bonds -foreign bonds bonds Government bonds
"Number- VAmou'ntr - Number Amount - Number . Amount Number Amount
an.. - (18)- (19) (20) . (21) (22) (29) T 24
Total....e. 11,3309 . - 370,917, 735.7 © 42,514 3934 - 11,139 - 7326 136,882
Under $600,000! Ll - 1306 ° 7,370 76.2 1,253 . 782 902 674 |. ‘2,848
$600,000 under $1,000,000.... ' 549.0 65,381 . 3177 10,631 1756 5465 - 3242 . . 28,466 ¢
$1,000,000 under $2,500,000. 464.9 111,43t " 2478, . 11,044 1111, - 3,322 -248.0 38,496
$2,500,000 under $5,000,000.... 1150 | " 61,051 56.6 4,865 194, 983 50.3 . 17,480
$5,000,000 under $10,000,000.. 46.6 50,655 245 4,995, 6.5 290 21.0. 13,752
" $10,000,000 or more.... . 248 75,031 13.2 9,726 - 25 177 | 129, 35,739
Noncorporate ) -. Mortgages Life insurance Other
Size of net worth business assets and notes .n equity assets
s ‘Number - Amount , Number ’ :;Amounl "Number. ‘A'rhoum Number An"nount
(25) (26), @0 (28) (29) (30) @1 - (32)
Total... . ' 1,404.2 385,764 ., 1,072.0 © 156,140 2,359.4 - {_"92,118 . .3,289.8. 595,929
Under $600,0001......... - 289.0 28,546 180.8 11,493 7333 . 32,490 7849 66,560
$600,000 under4$1,000,000. . 475.6 50,630 . 405.5 39,667 831.5~ 21,224 1,279.5 134,543
$1,000,000 under $2,500,000. 4438 86,569 . 33514 44,606 593.2 . 23390 . 9168, - 184,521 .
$2,500,000 under $5,000,000. 117.9 , 65,309 872 -~ « 21,314 131.2 8,129 - 12011 - 71,397
- $5,000,000 under $10,000,000. -~ 505 -51,214 - 40.0 17113 47.0-. - 5,033 T 72.3 . 146758 .
274 103,497 233 21,948 231 2,452 36.3.- - © 92,149 -

! Includes top wealthholders with negative net worth.

NOTE: Detail may not add to totals because

of rounding.
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Table 2.-Male Top Wealthholders with Gross Assets of $600,000 or More: Total and Type of Assets,
Debts and Mortgages, and Net Worth, by Size of Net Worth

[All tigures are estimates based on sample