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COMMISSIONER OF INTERNAL REVENUE
Washington, DC 20224

February 11, 1986

The Honorable James A. Baker, III
The Secretary of the Treasury
Washington, DC 20220

Dear Mr. Secretary:

I am transmitting the Winter 1985-86 issue of the
Statistics of Income Bulletin. This report has been

produced 1n accordance with the mandate of section 6108
of the Internal Revenue Code which requires the
preparation and publication of statistics reasonably
available with respect to the operation of the internal
revenue laws. Presented in this issue are recent
financial and tax data obtained from tax returns and
associated supporting schedules.

With kind fééards,

Sincerely,

Department of the Treasury Internal Revenue Service
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Foreign interests in U.S.
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the Statistics of Income Division (see
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writing to Director, Statistics of Ipcome
Division (D:R:S) at the address above.
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This is a 481-page document that presents detailed income statement, balance sheet, tax and

investment credit items by major and minor industries and size of total assets.
part of an annual series and can be purchased for $175 (earlier issues at $150).

This report is
A magnetic tape

containing the tabular statistics for 1982 can be purchased for $1,500.

Partnership Source Book -- Price $30.00

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

major and division industry level.

changes affecting partnerships during that period.

Includes an historical definitions of terms and legislative

Tables feature:

Number of partnerships Depreciation Payroll
Number of partners Taxes paid deductions Payments to partners
Business receipts Interest paid Net income
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Sole Proprietorship Source Book -- In preparation

‘This Source Book is a companion to that for partnerships, shown above.
Included will be data on:
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——-magnetic—tape-contadining-the-tabular-statistics-can-be-purchased—for-an-additional—$200.—

It is expected to be

Payroll

deductions Net income

As with Partnerships, a magnetic tape will also be available.
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PUBLICATIONS :
(Available from Superintendent of Documents
GPO, Washington, D.C. 20402)

The Statistics of Income (SOI) Bulletin
{Quarterly) -- PubTication No. 1136
Subscription price $20.00; Single copy price
$5.50

The SOI Bulletin provides the earliest -
published financial statistics from the various
types of tax and information returns filed with
the Internal Revenue Service. The Bulletin also
includes information from periodic or special
analytical studies of particular interest to tax
administrators and economists.

CORPORATION |NCOME. TAX
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\) RETURNS

Statistics of Income--1982, Corporation Income Tax Returns, Publication No. 16 -- Price $6.00
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Receipts Taxable income Distributions to stock- Data classified by--

Deductions Income tax holders industry

Net income Tax credits Assets accounting period
Liabilities size of total assets

size of business receipts
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Correction to Fall 1985 Issue

Age and Tax Filing
Figure F., p. 32: Column 1 should read "Total
returns" rather than "Total

income."
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Individual Income Tax Returns,
Preliminary Data, 1984

By Marshall S. Epstein and David Barker*

Preliminary data from individual income tax
returns for Tax Year 1984 reflected an
expanding economy and the culmination of four
years of tax reductions. Overall, adjusted
gross income (AGI) grew by 11.1 percent;
salaries and wages grew by 10.6 percent.
Substantfal increase in interest received (13.0
percent), business profits (15.8 percent), and
pensions and annuities (14.6 percent) also
contributed to AGI growth. In addition, $7.9
billion of social security benefits were
included in AGI for the first time. The
increase in income led, in turn, to an 11.0
percent increase in taxable income and a 10.9
percent increase in total income tax, the first
increase 1in tax since the rate reductions
phased in by the Economic Recovery Tax Act of
1981 (ERTA). The increase in total income tax
for the United States was accompanied by a drop
in the average bill for taxpayers in virtually
all AGI classes except in the "$1 million or
more" class, a result of the last phase of the
rate reduction mandated by ERTA., The 1984 data
and the changes from 1983 are summarized in
Figure A [1].

SELECTED SOURCES OF INCOME

For Tax Year 1984, AGI exceeded $2 trillion
for the first time. Taxpayers reported
$2,157.7 billion of income on 99.6 million tax
returns. The 11.1 percent rise in AGI for Tax
Year 1984 was the highest growth rate for AGI
since Tax Year 1979.

Much of the increase in AGI for 1984 was due
to a 10.6 percent increase in salaries and
wages (see Figure B). Salaries and wages
typically account for more than 80 percent of
AGI, hence there is a high correlation between
the growth of the two. This increase resulted
primarily from growth in the employed 1labor
force and average salaries and wages [2]. The
accompanying 2.1 percent average decline in the
unemployment rate with a concomitant reduction
in unemployment payments from all sources
caused unemployment income in AGI to fall by
15.2 percent to $6 billion [3].

An increase in interest income accounted for
9.3 percent of the increase in AGI for Tax Year
1984, This dincrease was primarily due to
rising interest rates.

Although 6.2 percent more returns had divi-
dends in AGI for 1984, the actual dollar amount
increased by only 1.7 percent.

An increase in personal consumer expendi-
tures partially aided nonfarm businesses.
Nonfarm business net profits (less losses)
increased 15.8 percent to $69.9 billion. In
contrast, farm profits less losses declined
36.2 percent to $-12.7 billion. The last year
farm profits exceeded farm Tosses was 1979,

Pensions in AGI were reported on 11.6 million
returns for Tax Year 1984, an increase of 1.5
million returns from Tax Year 1983. The dollar
amount of pensions in AGI increased by 14.6
percent, to $80.0 billion, continuing the trend
of recent years [4]. For 1984, some taxpayers
had to dinclude a portion of their social
security income in AGI for the first time.
The amount of social security income included
in AGI was equal to the 1lesser of half the
social security benefits received for the year
or half of the excess of the taxpayers'
modified AGI over a specified base amount. The
base amount that applied was $25,000 for single
persons, $32,000 for married couples filing
jointly, $25,000 for married persons filing
separately and not 1living with their spouse,
and zero for married persons filing separately
and 1iving together (see Definitions and Tax
Law Changes at the end of this article). For
Tax Year 1984, 2.6 million taxpayers reported
$7.9 billion of social security income in AGI.
Without social security 1income, the AGI
increase would have been 10.7 percent.

STATUTORY ADJUSTMENTS

Total statutory adjustments did not increase
as quickly for Tax Year 1984 as they did for
1982 and 1983. The amount claimed by taxpayers
increased by only 10.2 percent, to $89.7
million.

*Individual Returns Analysis Section. Prepared under the direction of

Susan Hostetter, Chief,



individual'Returns, 1984

Figure A.--Sources of Income and Selected Tax Items, 1983 and 1984

[A11 figures are estimates based on samples--money amounts are in thousands of dollars]

Item 1983 1984 Change, 1983 Percent change
‘ (Final) (Preliminary) to 1984 1983 to 1984
, (1) (2) (3) (4)
Number of returns, total........ 96,321,310 99,604,775 3,283,465 3.4%
Taxable...veeivieernrenncnenns 78,016,323 81,850, 383 3,834,060 4.9
Nontaxable......ovvviveneennn 18,304,987 17,754,392 -550,595 -3.0
Adjusted gross income .
Tess deficit.cierevieinnennnnn, $1,942,589, 865 $2,157,738,100 $215,148,235 1.1
Sources of Income: ' ’
Salaries and wages............ 1,644,572,655 1,818,588, 323 174,015,668 10.6

Interest received............. 153,805,163 173,855,732 20,050,569 13.0
Dividends in adjusted ) - L o

gross iNCoMe......ovcvevuvnnn ﬂ6,556,703 49, 396,478 .. 839,775 1.7
State income tax refunds...... " 5,729,452 7,015,658 1,286,206 22.4
Alimony received.............. 2,310,546 2,565, 956 255,410 11.0
Business or profession net

profit less 10SS....vvveunnn. 60,359,154 69,915,552 9,556,398 15.8

. Sales: of capital assets : :

net gain less 10S8S........... 49, 407 678 . 52,805,525 3,397,847 6.9
Sales-of property other than .

- capital assets net ga1n o . _ S
—Jess—Joss ................ 11807217 1,503,693 323,476 27.4
Pensions and annu1t1es in ' :

adjusted gross income......... 69, 813, 961 80,003, 021 10,189, 060 14.6
Rent net income less loss..... -11,189,410 -14,126,240 -2,936,830 -26.2
Royalty net income less loss.. 5,802,059 5,406,238 -395, 821 -6.8
Farm rental net . : .

income Tess 10SS...cceen.n e . 2,040,236 1,474,784 -565,452 -27.7
Estate or trust net

income 1ess 10SS..ceceerennnn 6,528, 688 6,952,127 423,439 6.5
Partnership net profit ....... .
C1ess T0SS.eeinrernnninnnnanns -2,527,138 -2,313,853 213,285 8.4
Small Business Corporation

net profit less 10ss........ 1,999, 581 8,236,075 6,236,494 311.9
Credit/refund for overpayment :

of windfall profit tax...... 100, 527 82,687 -17,840 -17.7
Deduction for windfall profit

tax withheld................ 638,819 473,008 -165,811 -26.0
Farm net income less loss.... --9,294,484 -12,660,956 -3,366,472 -36.2
Unemployment compensation in « . .

adjusted gross income....... 7,110, 645 6,032,433 -1,078,212 -15.2
Social security benefits in

adjusted gross income....... N/A 7,877,223 . N/A N/A
Other income less 10Ss....... -11,684,539 -14,696, 681 -3,012,142 -25.8

Total statutory adjustments.... 81,393,011 89,702,665 8,309,654 10.2
Total itemized deductions...... 309,633,773 356,427,100 46,793,327 15.1
Number of exemptions........... 234, 390, 944 241,493,051 2,102,107 3.0
Taxable income.......ccvcvvunen 1,544,872,497 1,714,704,713 169,832,216 11.0
Zero bracket amount............ 244,629,400 255,333,063 10,703,663 4.4
Income tax before credits...... 279,841, 890 310,963,054 . 31,121,164 11.1
Total credits........covuvnn.. ‘ 8,190,737 8,901,812 11,075 8.7
Income tax after credits....... 271,651,153 302,061,242 30,410,089 11.2
Alternative minimum tax........ : 2,520,954 1,889,861 -631,153 -25.0
Total income tax...... eeesensan , 274,181,323 . 303, 969, 892 29,788,569 10.9
Self-employment tax............ 7,802,257 9,776,272 1,974,015 25.3
Total tax liability............ 282,317,539 315,023, 856 32,706,317 11.6

N/A - Not applicable.
NOTE: Detail may not add to total

because of rounding.




Individual Returns, 1984

Figure B.-- Selected 1984 Sources of Income and Percent Change from 1983

1984 1984
Income source Number of returns Percent change Amount Percent change
{thousands) from 1983 {mi1lions) from 1983
(M (2) (3) (4)

Wages and salarieS......cocvvve.. 86,346 3.9% $1,818,588 10. 6%
Interest........iiviivieiiniann, 62,200 9.0 173,856 13.0
Dividends in AGI................. 14,155 6.2 49,396 1.7
Business or profession net

profits less 10ss€S...ccevevunnen 11,229 5.1 69,916 15.8
Sales of capital assets net

capital gains less losses........ 12,375 13.3 52,806 6.9
Pensions in AGI.................. 11,573 14.35 80,003 14.6
NOTE: The total income less losses shown on individual income tax returns for 1984 amounted to

$2,247.5 billion; with total statutory adjustments of $89.7 billion, AGI became $2,157.8 billion.
The six sources shown, which totaled $2,244.6 billion, accounted for 9.9 percent of total income

(1ess losses).

Payments to individual retirement arrange-
ments (IRA's) accounted for 39.9 percent of
total statutory adjustments claimed (see Figure
€C). A tax law change implemented in 1984 may
have slightly reduced payments to IRA's by
shortening the period during which taxpayers
could contribute to their accounts (see
Definitions and Tax Law Changes). For 1984, the
number of returns with payments to IRA's
increased by 12.8 percent to 15.4 million. The
amount claimed rose by 11.6 percent to $35.8
million. Of these 15.4 million returns on
which taxpayers claimed payments for IRA's, 961
thousand were claimed on Forms 1040A.

More joint return filers used the two-earner
married couple deduction than in previous
years, because more couples had both spouses

employed. The number of returns with the
two-earner married couple deduction increased
by 7.8 percent, to 24.3 million returns. By

taking advantage of this adjustment,
individuals reduced their AGI's by $22.6
billion.

ITEMIZED DEDUCTIONS

The number of returns with itemized deduc-
tions climbed by 8.5 percent, to 38.2 million
for 1984. The amount of itemized deductions
increased by 15.1 percent to $356.4 billion.

The proportion of returns with itemized
deductions continued to rise, to 38.4 percent,
This percentage has increased every year since
Tax Year 1979 (see Figure D). Increases in

Figure C.-- Selected 1984 Statutory Adjustments and Percent Change from 1983

1984 Percent 1984 Percent
Statutory adjustments Number of returns change Amount change
(thousands) from 1983 | (millions) | from 1983
(1 (2) (3) (4)
L+ % 1 37,192 6.8% .$89,703 10. 2%
Employee business expense.............. 7,521 1.8 18,778 5.3
Payments to an IRA.......cevvvrvnnnnnn 15,359 12.8 35,773 11.6
Two-earner married couple deduction.... 24,320 7.8 22,602 14.4

NOTE:

There were 10 statutory adjustments that could be made to income for Tax Year 1984. The

three that are shown above accounted for 86.0 percent of the total. The remaining statutory

adjustments included moving expense, forfeited interest penalty, alimony paid, disability income

exclusion, foreign housing, and payments to a self-employed (Keogh) plan.



4. Individual Returns, 1984

Figure D.

Percent of All Returns With Itemized Deduetlons
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average income and. deductible
without a corresponding increase in the zero
bracket amount, may have been factors causing
more people to itemize their returns [5].
‘Between 1979 and 1984 the nominal -zero bracket
amounts were unchanged.

- Medical -and dental expenses increased at a
higher rate than any other deduction (see
Figure E). A change in the law made it some-
what easier for taxpayers to claim medical and
dental expenses by allowing all purchases of
prescription medicines and drugs to be combined
with other medical expenses before the 5 per-
cent 1imitation based on AGI was imposed (see

expenditures,

79

- 80 81 82 83

Tax Year
Definitions and Tax Law. Changes in this
article). For Tax VYear 1984, 10.6 million
returns showed $21.3 billion in medical
expenses. - :

Almost. 58 percent of the $16 billion increase
in the taxes paid deduction Tresulted from
increases in state and local income tax
deductions. - The balance of the increase was
largely due - to real- estate tax deductions.
Finally, interest expenses deducted rose 15.2
percent. This was partially a reflection of
the larger amounts deducted for home mortgage
interest payments.

84




Individual Returns, 1984

Figure E.-- 1984 Itemized Deductions and Percent Change from 1983
1984 1984
Itemized deductions Number of returns | Percent change Amount Percent change
(thousands) from 1983 (millions) from 1983
(1) (2) (3) - (4)
Totaleieeeeinernenonenoannencanas 38,223 8. 5% $356,427 15.1%
Medical and dental expense.......... 10,628 9.3 21,349 18.1
Taxes patde..ieeenierncinancnnnnanss 37,939 8.8 115,917 16.2
Interest paid ..ovvvveviecenennnanss 34,572 9.1 155,204 15.2
Contributions.......cvevevnens cevaaes 34,680 8.3 42,420 12.6
Miscellaneous...... Ceereretesnansanns 31,550 9.0 20,740 6.7
Net casualty or theft losses...... 245 19.4 798 -19.5

INCOME TAX AND TAXABLE INCOME

Total income tax (the sum of income tax after
credits and additional tax for tax preferences)
increased by 10.9 percent from {ts 1983 level,
the first increase since 1981. The decreases
for 1982 and 1983 were the result of the tax
rate cuts phased in by the Economic Recovery
Tax Act of 1981. While the last of these cuts
continued for 1984, tax rose, reflecting the 11
percent 1increases 1n both AGI and taxable
1ncome (see Figure F). The f1mpact of the
legislated tax rate reductions can be seen in
the size of the average tax bil1 per return,
which declined for all AGI classes, except
those over $1 million.

Figure F. -- Adjusted Gross Income, Taxable
Income, and Total Income Tax, 1980-1984

[Bi1l11ons of dollars]

AdJusted Total
Tax gross Taxable {ncome
Year income income tax
1980 tvoeenee $1,614 $1,280 $250
1981 covenee 1,773 1,41 284
1982 sovennn 1,852 1,473 278
1983 ¢cvuvnes 1,943 1,545 274
1984 ....... 2,158 1,715 304

The number of returns with "total income tax"
reported rose from 78.0 million for Tax Year
1983 to 81.9 million for Tax Year 1984, an
increase of 5.0 percent. The proportion of
returns with total dincome tax had been
increasing slowly since Tax Year 1977, and by
1984, these "taxable returns" represented 82.2
percent of all returns filed (see Figure G).

Figure G. -- Number of Returns Reporting Total
Income Tax, 1977-1984

[Number of returns in millions]

R - Returns
reporting Percentage
Tax Year Total total of
returns income tax total
1977 ....| 86.6 04.4 75,47
1978 ....}] 89.8 68.7 76.5
1979 ....}] 92.7 n.7 77.3
1980 ....] 93.9 73.9 78.7
1981 ....}] 95.4 76.7 80.4
1982 ....] 95.3 77.0 80.8
1983 ....] 96.3 78.0 81.0
1984 ....! 99.6 81.9 82.2

TAX CREDITS

The total amount of tax credits claimed and
the number of returns with credits increased
from Tax Year 1983 to 1984. For 1984, about
one fifth of the returns filed claimed tax
credits; total tax credits claimed were $8.9
bit1ion. The two 1largest credits were the
general business and child care credits; they
accounted for 76.9 percent of the total amount
of tax credits.

Figure H. -- Tax Credits, 1983 and 1984
[Mi11ions of dollars]

T 1

Total General
Tax tax business Child care
Year credits credit credit
1983...... $8,191 $4,263 $2,0651
1984...... 8,902 4,183 2,665




___almost—the—same—for-Tax—Years—1-983-and—1-984--
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(In Figure H, to facilitate comparison
between 1983 and 1984, the general business
credit was approximated for 1983 by adding the
investment and Jjobs credits together. The
alcohol fuels and employee stock ownership
credits, the other components of the general
business credit were not included for 1983.)

The amount of child care credit claimed
increased significantly, from $2.1 billion to
$2.7 billion. The increase was about equal to
the increase in total tax credits. This credit
has been available since Tax Year 1976. Prior
to that time, any tax benefits accruing because
of child care expenses were in the form of a
deduction from income.

For Tax Year 1984, the investment credit, the
largest credit for previous tax years, was not
reported separately on Form 1040 (although it
was reported separately in supporting sched-
ules). Instead, a single 1line was used to
report a general business credit, which was
derived from the sum of the investment, jobs,
employee stock ownership and alcohol fuels
credit. Investment credit was still the larg-
est component of the general business credit,
making up 94.5 percent of the total. The
amount of the total general business credit was

for the first time in 1984. At the same time,
the growth ‘in 1income resulted in an 10.9
percent increase in total income tax. In many
respects, 1984 individual tax returns data

showed a continuation of trends established in

recent years: the proportion of nontaxable
returns decreased, and the use of the Form
1040EZ grew.

DEFINITIONS AND TAX LAW CHANGES

In general, the definitions of the terms used
here are the same as those shown in the
complete report, Individual Income Tax Returns

1983.

Following is a partial 1list of 1984 tax law
and administrative changes that are reflected
in the preliminary data 1in this article.
Changes are 1listed in the same order as the
topics are presented in this article.

® Beginning with Tax Year 1984, a percentage
of social security benefits (or tier 1
railroad retirement benefits) became
taxable. The amount of benefits that had
to be included in income was the lesser of

FILING PATTERNS

The number of individual income tax returns
filed for Tax Year 1984 reached an all time
high of 99.6 million, a 3.4 percent increase
over 1983. Use of Forms 1040 and 1040EZ
continued to rise, while use of Form 1040A
dectined (See Figure I).

Figure I.--Numberof Returns Filed, 1983 and 1984
[Number of returns in millions]

Type of Tax Year Percentage

return 1983 1984 chqnge

Total ....- 96.3 99.6 3.4%
Forms 1040..... 61.2 66.8 9.2
Forms 1040A.... 19.5 16.1 -17.2
Forms 1040EZ ... 15.7 16.7 6.5

SUMMARY

Changes reflecting an expanding economy
accounted for increases in income from salaries
and wages and the corresponding increase in
AGI. Economic conditions also influenced
growth in interest, business profits,
dividends, and capital gains. Another factor
contributing to AGI growth was the inclusion of
$7.9 billion of social security income, taxed

half the excess of the taxpayer's modified
AGI over a specified base amount. Modified
adjusted gross income was the taxpayer's
AGI plus the following:

1) any tax-exempt interest,

2) the two-earner married
couple deduction,

3) the foreign earned income
exclusion and the foreign housing
deduction and

4) the exclusion for income
from U.S. possessions and Puerto Rico.

The base amount that applied was $25,000
for single persons, $32,000 for married
couples filing jointly, $25,000 for married
persons filing separately and not 1living
with their spouse, and zero for married
persons filing separately and 1living
together. i

e Beginning with Tax Year 1984 contributions
to IRA's could no longer be made after the
due date for filing a return. Previously
taxpayers could make contributions to their
IRA until the due date for filing their
return including any extensions.

e The 1limit for excluding ‘“reasonable"
amounts of employer-provided foreign
housing increased by $263 to $6,878 for
1984,

_half_the_benefits—received—for—the—year—or————
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For Tax VYear 1983, taxpayers could only
deduct expenditures for prescription and
over-the-counter products, including
vitamins and minerals recommended by a
doctor, greater than 1 percent of their
AGI. The 1 percent floor was removed for
Tax Year 1984. Offsetting this, starting
with 1984 only prescription medicines and
drugs and insulin were deductible.

Before Tax Year 1984, all casualty and
theft losses exceeding $100 were combined
and only the portion of these losses in
excess of 10 percent of AGI was deductible.
For Tax Year 1984, casualty and theft gains
were netted. The 10 percent casualty 1loss
limitation still applied. However, net
casualty and theft gains were treated as
capital gains.

Beginning with Tax Year 1984, taxpayers not
jtemizing their deductions could deduct up
to $75 ($37.50 for married couples filing
separately) for charitable contributions.
For Tax Years 1982 and 1983, non-itemizing
taxpayers could only deduct up to $25
($12.50 for a married couple not filing a
joint return).

Features from the disability income
exclusion and the credit for the elderly
were combined into a new credit - the
credit for the elderly and permanently and
totally disabled. The following indivi-
duals qualified for the credit:

1) taxpayers who were 65 or older, and

2) taxpayers under 65 receiving taxable

disability benefits who were retired on

permanent and total disability and who
had not reached the age for mandatory
retirement. Prior law allowed
taxpayers under 65 to claim the credit
for the elderly if they received income
from a public retirement system. For
1984, these individuals could only take
the credit if they met the permanent and
total disability requirement.

Beginning with 1984, the investment credit,
jobs credit, alcohol fuels credit, and
employee stock ownership credit were
combined into the general business credit.
Separate 1imits based on tax liability and
individual carryback and carryover
provisions no longer applied to each
credit. Instead, a single tax limit and
carryback and carryover rule applied to the
combined business credit.

The 1984 Tax Table and Tax rate schedules
reflected the final annual 10 percent tax
cut mandated by the Economic Recovery Tax
Act of 1981.

o "Income averaging" changed for Tax Year
1984, The base period was reduced from 4
years to 3. The base period encompasses
the years closest to the current tax year.
In order to "income average," taxpayers'
current-year income had to exceed 140
percent of their average taxable income for
the 3-year base period. Previously, tax-
payers current income only had to exceed
120 percent of their average base period
income.

DATA SOURCES AND LIMITATIONS

These preliminary statistics are based on a
sample of individual income tax returns, Forms
1040, 1040A and 1040EZ, filed for Tax VYear
1984. Returns in the sample were stratified
based on the presence or absence of Schedule C,
Profit (or Loss) from Business or Professions;
Schedule F, Profit (or Loss) from Farms; the
larger of total income or total loss, and the
size of business plus farm receipts. For Tax
Year 1984, returns were selected at rates
ranging from 0.02 percent to 100 percent.
There were 79,797 returns in the 1984 prelimi-
nary sample, estimating a total population of
99,604,975. The corresponding sample size and
population for the preliminary 1983 data were
104,970 and 96,293,634, respectively. Sample
size and population for the final 1983 data,
referenced 1in this article, were 122,997 and
96,563,687, respectively.

Because the data presented in this article
are estimates based on a sample of returns
filed, they are subject to sampling error. To
use properly the statistical data provided, the
magnitude of the potential sampling error must
be known. Coefficients of variation (CV's) are
used to measure that magnitude.

The following table presents approximate
coefficients of variation (CV's) for frequency
estimates. The approximate CV's shown here are
intended only as a general indication of the
reliability of the data. For a number other
than those shown, the corresponding CV's can be
estimated by interpolation. The reliability of
estimates based on samples, and the use of
coefficients of variation for evaluating the
precision of sample estimates based on samples,
are discussed in the Appendix.

Number Approximate
of Returns Coefficient of Variation
40,438,600 0.01
10,109,700 0.02
1,617,500 0.05
404,400 0.10
101,100 0.20
44,900 0.30
33,000 0.35
16,200 0.50
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These preliminary estimates are subject to
-several types of nonsampling reporting error.
. While the estimates are intended to represent

. the full year's taxpayer reporting, they are
actually based on returns filed January through
late September 1985. Returns filed after that
(which were sampled for use in the revised
estimates for the year) tend to have slightly
different characteristics than those filed ear-

Figure J provides a comparison of prelimi-
nary and final data for 1980 through 1983. The
items selected include some for which the
preliminary estimates are fairly close, and
others for which the estimates vary
considerably. For instance, for none of those
years did the preliminary estimate for AGI
differ from the final ~estimate by more than
0.05 percent, while the preliminary estimate

lier.  These characteristics include higher for total minimum tax in .1980 was more than 35
income, a ' larger proportion of investment percent lower than the final estimate. Items
income (such as capital  gains), a higher for which the change between 1983 and 1984 was

average tax liability, and a larger proportion
of ‘certain other items such as the alternative

. .-minfmum tax. :

and final data are not discussed.

Figure J.--Comparison of Selected Preliminary and Revised Data, 1980-1983

less than the usual change between preliminary

[Mi11ions of dollars]

Sales of '
Adjusted Salaries Additional Total
Item gross income and {$:g}1$2x caplzg1 :izets tax for tax | {temized
lTess deficit wages Y g preferences | deductions
less Toss v
1980 Q) (2) (3) (4) (5) (6)
_,Ene1jm1nary_data.JJJJJJJJJJJJJJHJ4JJJJ__T_$]ﬂ606.266_,_,$Jﬂ345,004f.,y_ﬁ$254.12]7”_,___$26,918_,.____s__934__e,_??$214.784______¢_ﬁ
Revised data..veeensaessnsnnonsnnnnens 1,613,731 1,349,843 256,251 29,660 1,263 218,028
Difference between preliminary and . y
revised dat@...coeirieiiinenniannanes 7,465 4,839 2,130 2,682 - 329 3,244
Percent change, preliminary and
revised data.coieviviereniisnnnnnnans 0.46% 0.36%] - 0.84% 9.94% 35.22% 1.51%
1981
Preliminary data.civevevevnnnnrnnrnss $1,779,359 $1,489,234 $292,724 $29,28) $1,617 $255,371
Revised data..civeevercnanererenannons 1,772,604 1,486,100 291,127 30,819 1,827 256,448
Difference between preliminary and »
revised datd..eeiesiecroncrins cerenes -6,755 -3,134 -1,597 1,538 210 1,077
Percent change, preliminary and :
revised datd..coveererinnnanss cereees -0.38% -0.21% -0.55% 5.25% 12.99% 0.42%
1982 .
Preliminary data...eeenirinnaiinnnnens $1,847,801 $1,564,594 $283,465 $31,966 $1,311 $284,693
Revised data...ieoveverionsnecsnonssns 1,852,135 1,564,995 284,708 34,404 1,520 284,506
Difference between preliminary and
revised datd..veeverivinirennnnss veee 4,334 401 -1,243 2,438 209 -187
Percent change, preliminary and
revised datd...oeeietnvnriinrncennas . 0.23% 0.03% -0.44% 7.63% 15.94% -0.07%
1983
Preliminary data....ceeveuven ceesenas . $1,950,788 $1,651,744 $283,875 $45,457 $1,939 $307,054
Revised data..coveevvevronnae cerrsares 1,942,590 1,644,573 282,318 49,408 2,530 309,634
Difference between preliminary and
revised data...eivveess treseenes -8,198 -7,171 -1,557 3,951 591 2,580
Percent change, preliminary and
~revised data........coiiiiiiiiiaiian, -0.42% -0.43% -0.55% 8.69% 30.48% 0.84%

!
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NOTES AND REFERENCES
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[2]

Preliminary 1984 data are compared with
final 1983 data throughout this article.
Final 1983 data were derived from a
sample of all returns filed during
Calendar Year 1984, and preliminary 1984
data were derived from a sample of
returns filed January through late
September 1985.

President,
Economic

Executive Office of the
Council of Economic Advisers,

Report of the President, p. 32. The

growth of salaries and wages in AGI was
determined by the size of the 1labor
force and increases in salaries and

(3]

[4]

£51]

wages. For Tax Year 1984, the former
factor predominated.
U.S. Department of Labor, Bureau of

Labor Statistics, Monthly Labor Review,
Vol. 108, No. 9, September 1985, pp. 39
and 71. Also see Vol. 107, No. 8, p. 63.

John, "Tax-
1977-1981,"
Summer

Holik, Dan and Kozielec,
payers Age 65 or Over,
Statistics of Income Bulletin,
1984, Vol. 4, No. T, p. 4.

"Preliminary Income and
Tax Statistics for 1981 Individual
Income Tax Returns,"” Statistics of
Income Bulletin, Winter 1982-83, Vol. 2,
No. 3, p. 3.

Waits, Norman,

Additional tables presenting preliminary data for 1984 will
be included in the Spring 1986 issue of the SOI Bulletin.




Corporation Income Tax Returns,
Preliminary Data, 1983

By Karen Gutmann*

Preliminary data from U.S. corporate tax
returns for 1983 reflect a period of U.S.
economic growth [11]. Improving  business
conditions pushed total corporate receipts from
operations and investments up 1.1 percent.
Costs and other deductible expenses increased
by only 0.6 percent, resulting in a sharp
increase in total net income (less deficit) of
20.9 percent over 1982, This article discusses
significant changes in data between the 1982
and 1983 income years. Data will be compared
for the number of returns filed as well as for
the major components of the tax return: the
income statement, the balance sheet, income tax
assessed and tax credits claimed. A discussion
of the data sources and limitations follows the
text, and table$¢ present detailed tax return
data by industrial division and for the
corporate population as a whole.

NUMBER OF RETURNS

There has been a slowdown in the number of
corporation income tax returns filed in recent
years, An estimated 3 million income tax
returns of active corporations were filed for
1983, an increase of 2.5 percent over 1982,
The average rate of growth for 1981, 1982 and
1983 was only slightly more than half that of
the 4 preceding years {(Figure A). The latter
period saw a sharp slowdown in the chartering
of new corporations, as well as a significant
increase in the number of business failures
[2]. In addition, a small contributing factor
may be the continuing growth in the number of
mergers and acquisitions of U.S. corporations.
A recovering economy makes more cash and credit
available to finance consolidation. In 1983,
the number of completed mergers and
acquisitions involving only U.S. companies
(where a U.S.-owned corporation is purchased by
or merged into another U.S.-owned corporation)
rose 8.0 percent [3].

*Corporation Returns Analysis Section. Prepared under the direction of

Karen Cys, Chief.

Figure A - Growth Rate of Returns Filed

Percent
Income Number of | change from
Year returns previous year
1977 ieiiiinenanns 2,241,887 7.7%
1978, iiiiiiiiinns 2,376,779 6.0
1979, i v iveninnnan 2,556,794 7.6
1980....ccvvvivnnnn 2,710,538 6.0
1981, ceiiinenn, 2,812,420 3.8
1982, cveivenvnnnn. 2,925,933 4.0
1983 (preliminary).} 2,999,182 2.5

INCOME STATEMENT

A 21 percent rise in corporate profits for
1983 reversed the downward trend that began with
1980. Figure B shows the movement of
undistributed after -tax profits from 1978 to
1983 as well as other components of corporate
cash flow [4]. It is noteworthy that deductions
for non-cash expenses offset a net after-tax
loss such that corporations still experienced a
reasonably stable positive cash flow for 1982.

Despite the increase, however, net income was
still almost $27 billion below the 1981 1level,
part of which is due to Tlarger depreciation
deductions allowed after the 1981 enactment of
the Economic Recovery Tax Act (ERTA), As the
recovering economy renewed demand for goods and
services, business receipts rose nearly $150
billion, an increase of 2.4 percent. Interest
income, on the other hand, decreased by
approximately $23 billion. This decrease was
to be expected, with the average prime rate
charged by banks on 1loans continuing its
decline from a record 18.9 percent in 1981 to
Eng percent in 1982 and 10.8 percent in 1983

1
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" Figure B. -
Corporate Profits and Cash Flow, Returns of Actlve
Corporations, 1978- 1983 )
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Also attributable in part to lower interest
rates was a significant decrease to interest
paid as a deductible expense. This item
declined by $42 billion between 1982 and 1983,
an 8.2 percent drop. At the same time, the
Accelerated Cost Recovery System for
depreciation (ACRS), introduced by ERTA and
modified in 1982, continued to exert a downward
pressure on the net income computed for tax
purposes by contributing to a depreciation
deduction that was $27 billion higher for 1983
than for 1982 [6]. Corporate cost of sales and
operations and deductions for compensation
paid to corporate officers together increased
$24 billion. In combination, the 1lower
interest write-off offset these changes such
that total corporate deductible expenses rose
only 0.6 percent.

While profits rose sharply overall, the
change to net dincome varied widely by
{ndustrial activity. Figure C shows that
significant growth in net income for the three
largest industry groupings (manufacturing,
trade and finance) offset the decline in net
income experienced fn all but one of the
remaining five.

BALANCE SHEET

For the first time, total assdts as reported
on tax returns passed the $10 trillion mark, an
increase of nearly $800 billion over 1982,
This 8.5 percent increase was smaller than the
9.4 percent increase of the previous year.
"Other current 11abilities" contributed the
most change to corporate debt with an increase
of nearly $280 bi111on. Ninety percent of this
rise came from banks and credit f{nstitutions
which typically 1nclude deposits and withdraw-
able shares in this category.

Figure C - Net Income (Less Deficit), 1982 and 1983

[Mi111ons of dollars]

Assets rose by a greater amount than did
liabilities, thus 1increasing stockholders'
equity. As business activity accelerated in
1983, corporate receivables grew by nearly $250
billion, accounting for a 1large portion of
asset growth, More than 70 percent of
receivables growth was in the finance
industries, indicating an increase in business
and consumer indebtedness. Spurred on by
accelerated depreciation and the more generous
investment credit provisions allowed by ERTA,
corporations continued to add to their physical
capital, This is reflected in the net increase
in depreciable assets of nearly $140 billion.

Another  asset 1tem of interest is
inventories. In 1983, ending inventories rose
2,7 percent after a 1.2 percent decline 1in
1982, Figure D shows 1inventory change for
corporations engaged primarily in manufacturing
and trade. These two activities together
accounted for 84,6 percent of total ending
inventories 1n 1983. In the recessionary
period that ended in late 1982, declining sales
meant that corporations were unable to move
current inventory and, accordingly, they
reduced their purchases of new 1inventory.
Between 1981 and 1982, both i{nventories and
business receipts decreased by about the same
percentage. With the onset of the recovery in
early 1983, current 1inventory was depleted,
spurring new inventory purchases. As a result
of an encouraging economic outlook, finventory
growth began to outpace somewhat that of sales
between 1982 and 1983,

Corporate debt as a gercenta e of total
assets rose slightly from 73.6 to /4.1 percent,
reversing a decline begun in 1981 when the debt
ratio fell to 73.7 percent from the 1980 level
of 75.0. The debt ratio measures the

_———-—_——'——-——-—_————-ﬁ_
Industrial division 1982 1983 Percent
(preliminary) | change
(1) (2) (3)
ATT Andustries] ... ieeusiinnernnernesensesossessnsennnes $154,334.1 $186,640.7 20.9%
Ag?"lCU]tU?‘E. fOY‘eStry and f"Sh"ng--.---.-o......-.--oo..... -86.4 -197.9 -129.0
M1n1ngootonoocootoooooooc-ut-otoooolocono-n'ollo-unoo'l'oto- 543.6 -1,53808 '383.1
CONStrUCEION. vt eresroserosrsrsoscsesosnosessacrcsortscns 2,324.0 2,256.3 -2.9
ManufaCtUring. e ceeeeeeeeensesosesscassennssssnscosesnssonss 75,791.3 94,814.5 25.1
Transportation and public utilities....cvvvervevrvcnaases . 18,336.0 19,476.8 6.2
Wholesale and retall trade...c.veeveceavcsorrvisorassacnnas 28,442,7 34,984.8 23.0
Finance, insurance and real estate.....ceeevevesvrrennvansans 21,804.1 31,557.5 44,7
serv1ces..l..l...l!'l.tl..ll.'l.l.!l..l..ill'.l.ll'!l.l.... 7’199.3 6’087.6 -15'4

TIncludes "nature of business not allocable," which was not shown separately.
NOTE: Detail may not add to total because of rounding.
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Figure D.--Change in Inventories, 1982 to 1983
[Billions of dollars]

Ending inventories

Industry

Percent
1982 1983 change

: (1) (2) (3)
A1l industries.... | $581.2 | $59.7| 2.7%

Manufacturing........ 274.6 268.6] -2.2
Wholesale and
retai} trade........ 214.8 236.5] 10.1

percentage of  total funds  provided by
creditors. Generally, a 1lower debt ratio is
considered desirable since the lower the ratio,
the more easily a company would be able to
absorb decreases to net income. Another
important financial ratio is the current ratio,
which is computed by dividing current assets by
current l1iabilities. This ratio indicates the
ability of corporations to cover short-term
debts. For 1982 and 1983, the ratio of current
assets to current l1iabilities remained nearly
constant at just less than 1:1 [7]. )

regular or alternative tax. Additional tax
from recomputing prior-year investment credit,
additional tax from tax preferences and the
personal holding company tax were not reduced
by these credits.

ERTA allowed corporations to take a credit
based on contributions to an employee stock
ownership plan, effective for tax years ending
after 1982, This new credit reduced regular
and alternative tax by nearly $900 milljon for
1983. The jobs and research activities credits
increased at significant rates, but the
absolute increases involved were relatively
small ($117 million and $431 million,
respectively). Investment credit, one of the
largest single credits, decreased by -$1.4
billion continuing a decline begun in 1982,
However, an $800 million increase in the
largest credit, the foreign tax credit, as well
as increases to all but one of the other
credits, largely offset this drop. '

SUMMARY

The economic recovery begun in 1983 sharply
reversed the downward trend in corporate income
and profits that began in 1979. The 21 percent
rise in total net income and improvements in

y

INCOME TAX AND TAX CREDITS

For 1983, income tax (before credits) rose
5.6 percent to almost $90 billion in contrast
to the 15.5 percent decrease recorded .for
1982. Total income tax credits increased by
only 1 percent. The combined effect of these
two factors was a 9.4 percent increase in
Federal income tax after credits. Despite the
increase 1in income tax 1liability, after-tax
corporate profits increased approximately - 26
percent. '

The method for computing corporate income tax
remained essentially the same as in recent
years. The regular corporate tax rate was 46
percent of taxable income above $100,000. The
first $100,000 of taxahle income was taxed as
follows:

$25,000 or 1less at 15 percent;
$25,001 to $50,000 at 18 percent;
$50,001 to $75,000 at 30 percent; and
$75,001 to $100,000 at 40 percent.

As in previous years, when corporations
reported net long-term capital gains, they had
the option of using the regular method
described above or an alternative method,
whichever produced the 1lesser amount of tax
owed. The alternative method pulled net
long-term capital gains out of taxable income
and taxed them separately at a special rate of
28 percent. The rest of taxable income was
taxed at the rates stated above. Income tax
credits were applied against the corporation's

—indicators of corporaté financial strength are

signs of a recovering economy. However,
immediate response to the economic turnaround
of 1983 varied widely by industry, with

corporations involved 1in manufacturing, trade .

and finance showing the greatest improvements.
As corporate profits rose, total corporate
income tax increased more than 9 percent.

DATA SOURCES AND LIMITATIONS

These preliminary statistics are based on a
sample of the following types of corporation
income tax returns: Form 1120--U.S.
Corporation Income. Tax Return; Form 1120L--U.S.
Life Insurance Company Income Tax Return; Form
1120M--U.S. Mutual Insurance Company Income Tax
Return; = Form  1120S--U.S. Small Business
Corporation Income Tax - Return; Form
1120F-~Return of a Foreign Corporation; and
Form 1120-DISC--Domestic International Sales
Corporation Return. The sample was selected
after revenue processing but before audit.

Both 1982 and 1983 returns were generally -

stratified using net income or loss, total
assets and business activity. For Tax Year
1983, returns of corporations with accounting
periods ended July 1983 through June 1984 were
selected at rates ranging from 0.35 to 100
percent. There were 90,191 returns in the 1983
preliminary sample, estimating a total
population of =~ 2,999,182. The corresponding
sample size and population for the preliminary
1982 data were 93,668 and 2,925,939,
respectively. Sample size and population for
the revised 1982 data referred to in this

_article were 93,675 and 2,925,933, respectively.

al
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Because the data presented in this article
are estimates based on a sample, they are
subject to sampling error. To use the data
properly, the magnitude of the sampling error
should be known. Coefficients of variation are
used to measure that magnitude.

The following table presents approximate
coefficients of variation for frequency
estimates. The coefficients of variation shown
here are intended only as a general indication
of the data reliability. For numbers of
corporations other than those shown below, the
corresponding coefficients of variation can be
estimated by interpolation. The reliability
and use of estimates based on samples and the
use of coefficients of variation for evaluating
the precision of sample estimates are discussed
in the Appendix.

Estimated Approximate
number of returns coefficient of variation
1,000, 000 0.02
160,000 0.05
40, 000 0.10
10,000 0.20
4,500 0.30
3,300 0.35
1,600 0.50

Figure E --Returns of Active Corporations: Comparison

Final Estimates
[Millions of dollars]

The preliminary estimates wused in this
article are also subject to nonsampling error.
Preliminary data were drawn from sampled
returns processed through December 1985,
Returns processed after this date will be
reflected in the final statistics to be
published tater in 1986. In addition, as this
article goes to print, a thorough review of the
data is in process. Errors will be uncovered
and corrected during this review, but the
corrections cannot be generalized to predict
the differences between the complete data and
this preliminary report. Although added
returns from late corporate filers will tend to
increase aggregate amounts, corrections made in
review may cause either a net increase or
decrease in individual items. Figure E
illustrates the changes between key preliminary
and revised data for the 1982 Statistics of
Income report, but these figures should be used
with caution because of the anomalies discussed
above.

NOTES AND REFERENCES

(1] The estimates in this report are based on
data from returns with accounting periods
ending from July 1983 through June 1984,
This span, in effect, defines the income
year such that noncalendar year accounting
periods are centered on the calendar year
ended December.

[2] Executive Office of the President, Council
of Economic Advisers, Economic Report of
the President, February 1985, p. 33/.

of Selected 1982 Preliminary and

o Percent
1982 1982 difference
preliminary final 1982 preliminary
Item data data Difference | and final data
(1) (2) (3) (4)
Total assetsS.cccvuiriiareesennnnnennnns $9,337,313 $9,357,785 +$20,472 +0,22%
Depreciable assets......cvcvveceeccncns 2,580,236 2,583,060 © 42,824 +0.11
Business receipts..... Ceeescecensenans 6,147,176 6,156,994 +9,818 +0.16
Depreciation deduction........... ces 212,857 213,179 +322 +0.15
Net income (less deficit).e.eeeveennn. 151,127 154,334 +3,207 +2.12
Income subject to tax...... ceessnesans 205,035 205,175 +140 +0,07
Income tax before credits......... ceee 85,002 85,078 +76 +0, 09
Income tax credits, total............. 39, 660 39, 694 +34 +0., 09
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[3]

Corporation Returns, 1983

The number of completed domestic mergers
rose from 1,960 in 1982 to 2,125 in 1983,
The Hay Group, Information for Industry,

. Mergers and Acquisitions, The Journal of g

Corporate Venture, 1984 ATmanac and Index,

~ Pp. 5-6. .
(4]

The  amounts 1in Figure B were computed as
follows:

A: Undistributed corporate profits after
tax -equals net income (less deficit),
minus income tax after credits, plus

foreign tax credits, minus cash distri-

butions to stockholders. Foreign tax
credits are based on tax paid to foreign
countries. Since foreign income and taxes
are not included in this computation,
neither are foreign tax credits. Cash
distributions to stockholders are reported
from the corporations' book accounts on
Schedule M-2 of the tax return. "Corpora-
tions which show a net loss on their tax

[5]

(6]

7]

return may show a net gain on their books
and may pay dividends.

B: Deductions for non-cash expenses
equals the sum of. the deductions for
depreciation, depletion and amortization.

C: Corporate cash flow equals undistri-
buted corporate profits after tax plus
deductions for non-cash expenses (A + B).

Executive Office of the President, Council

of Economic Advisers, Economic Report of
the President, February T984, pp. 2&%-2§§.

See Johns, Max, "Accelerated Cost Recovery
System, 1981: A Reading on the Initial
Impact," Statistics of Income and Related
Administrative Record Research: 1984,

October 1984, pp. 7/T-77.

For more detailed financial ratios using
tax data, see Troy, Leo, Almanac of
Business and Industrial FinancTal Ratios,

1978 through 1385 editions.

SR L
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Corporation Returns, 1983

Table 1.--Returns of Active Corporations:

[A11 figures are estimates based on samples--money amounts are in thousands of dollars]
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Selected Items by Industrial Division, 1983 Preliminary Data

1983 Percent
Item 1982 Preliminary Change
(1) (2) (3)
A1l Industries!
Number of retuUrns.....cociieeieneeernerennccoconsnsnnss 2,925,933 2,999,182 2.5
Total @SSt eeereeeesnoossoroscocsscnensassasasssossnas 9,357,784,804 10,156,377,797 8.5
Total receiptsSieeceeererecesosnscosrssscennansnassssssns 7,024,097,766 7,098,621,182 1.1
Business receipts.eeeeeerrececencessssssessnsnccsescnas 6,156,994,009 6,303,043,003 2.4
Net income (Tess defiCit).eeeeeeeeenresonnceneseconnnns 154,334,143 186,640,724 20.9
Income subject to taX.eeeeviieocervonocoesscncrocacnnns 205,175,407 217,006,471 5.8
Income tax before creditS...c.veeeeeccececeseccansannnes 85,077,493 89, 802,226 5.6
Income tax after credits.....veeeeeeeenenrenenenanns 47,071,799 51,421,975 9.2
Agriculture, forestry and fishing
Number of retUrns......ccciieeeneerencercnescncnsoannnss 91,320 92,154 0.9
Total ASSEES.eeeereeericnrseesonsssnsesssoassccanoasanse 50,409,537 50,218,935 -0.4
Total receipts.iiicieiieeccercscsrsesosracsossecaannsns 65,356,911 59,103,515 -10.0
BUSTNess receipts.cceereeeenreceresvsaconcesosscnensnns 60,643,550 55,008,884 -9.3
Net income (71ess defiCit)eeeererenrnrecocesenecacoasnns -86,418 -197,924 -129.0
Income subject to taX.eeeveeerereoererancerceanessosnnes 1,604,445 1,464,070 -8.7
Income tax before creditS...c.vvieerencerencencccnacsans 490, 228 417,388 -14.9
Income tax after creditsc....cveieirieeincenocenncennnnn 375,348 312,484 -16.7
Mining
Number of retUMs....ccvvieirererecenneroncenssosrasancns 36,676 36,999 0.9
TOtAl @SSELS.eeeveennseceensaccteroasersooascsacncnossss 192,380,473 193,040, 341 0.3
Total receipPlsS.eeceertceeeetneecsonterasscacescansansans 203,098, 557 131,936,756 -35.0
BUSTNESS reCeiPtSeceeeereesoseceencsssssscssncansoseans 191,152,749 122,091,351 -36.1
Net income (less deficit).eeeveieeeeeneeececeearoennnas 543,578 -1,538,758 -383.1
Income subject to taX.eeveeeeinienreraensonrsncsorasnes 7,319,683 4,608,875 -37.0
Income tax before credit§ .............................. 3,203, 406 1,974,829 -38.4
Income tax after creditst. ...covieverenenrnncennocnnnens 1,044,031 714,633 -31.6
Construction
Number of retUrns.....coveveeeveeenacencneoencreocsoanss 282,345 283,344 0.4
TOtal BSSEtS. v evvrrveecceocsercncsssossansccsosnsonnsns 153,085,046 160,919,019 5.1
Total receipts..eeeiieeiieeceeeiaceennesnoncnonsoaosnns 281,747,868 290,108, 368 3.0
BUSTNesSS reCeiptsS.ceeieeiecercrtetsrsscsacesncnssosnnas 271,633,721 280,230,939 3.2
Net income (less deficit).eeieeeneniieineenneenennnnnes 2,323,952 2,256,274 -2.9
Income subject to taX.e.eereeeeiieinrneeeecenoencennane 5,973,416 5,486,120 -8.2
Income tax before creditsS...cccevecveeeneenenecancennnne 2,069,718 1,788,973 -13.6
Income tax after credits.....ieeeeeeeneeeneeeensonenns 1,583,063 1,385,540 -12.5
Manufacturing
Number Of retUrns.....ceeeeeeerecenecceecensconeosoansas 259,106 261,818 1.0
Total @SSEtS.ieuiuritenrersosercteceevasrnnsosessoanses 2,060,710,683 2,223,229,574 7.9
Total reCeiPtSeeeveeecececsceccessocoancacacasanssasens 2,488,331,915 2,530, 955,902 1.7
BUSTNESS reCeiptS.ceeeececraocroserocacnscssoresasoanes 2,357,973,059 2,396,538, 375 1.6
Net income {Tess deficit).eeeeieriierinneennenennnanane 75,791,264 94,814,467 25.1
Income subject t0 taX.eeeeeeeeeennerennennneannenocnnss 102,157,505 112,901,621 10.5
Income tax before creditS....ccveeiiirereensenecoceancas 45,015, 096 49,857,937 10.8
Income tax after creditst....civeevieeerreeoncencncenns 21,625,905 24,718,845 14.3
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Table 1.--Returns of Active Corporations:

Corporation Returns, 1983

Data--Continued

[AN1 figures are estimates based on samples--money amounts are in thousands of dollars]

et

Selected Items by Industrial Division, 1983.Preliminary

TIncludes "nature of business not allocable," which was not shown separately.

Income tax before credits less tota] tax cred1ts,
plus additional taxes for investment credit recapture and minimum tax

NOTE: Deta11 may not add to total because of rounding.

2Income tax after credits is computed as follows:

I 1983 Percent
tem 1982 Preliminary Change
. (1) (2) (3)
Transportation and public utilities
Number of retUrns....ceeieeeeeceetossoasrcnssossnnsons 115,470 122,551 6.1
TOta] BSSEES.vueneereerencscossansssassrronsanasnsonns 919,861,069 998,290,736 8.5
Total receipts.cieeerericceeceanncoacanas eeseeeansens 632,294,442 656,842,704 - 3.9
Business reCceipts..ceeeeeeieeirnsrensnnsonnes ceennens 606,039,657 627,292,051 3.5
Net income (less deficit).......... Cteeesseresenaasnn 18,335,959 19,476,807 6.2
Income subject t0 taX..eeeiienrioenssesrocrcosonnanss 25,955,886 25,580,815 -1.4
Income tax before creditS.....c.cviirieveinncnsecerenns 11,356,073 11,287,931 -0.6
Income tax after creditsZ..eeeeeveeeeeenenneenennennes 4,918,681 5,411,853 10.0
Wholesale and retail trade \
Number of retUrnsS....vveeeessecsnssescanssesosnnsnsnvoee 839,547 851,951 1.5
Total assetS.....eeeee cererane Crttecrenrtanteranoeanas 753,381,132 799,939,532 6.2
Total receiptSeiviirecicnnvensnnns Ceeeseceeeariosaannan 2,017,701,364 2,110,203,691 4.6
Business receipts........... veeeenas eereeeteetsceseenae, 1,972,305,356 2,062,267,205 4.6
Net income (less deficit).............. cecreenas heens 28,442,678 34,984,828 - 23.0
Income subject to tax.......cc00n. Ceretereensanannanan 30,107,072 33,249,446 10.4
Income tax before creditS.......ceevvvvecennnes ceeenas 11,372,087 12,614,904 10.9
Income tax after creditsé..... N Cebeeerenrseanans 9,385,787 10,551,382 12.4 ‘
F1nance, insurance, and rea1 estate
Number of retuUrnS......eceieeeseorsoccssnsssscosasannoe 461,630 479,501 3.9 :
Total assets......... e ieesectetiveeneeseateanrenennsan 4,987,466,401 5,460,978,707 9.5
Total reCeiptS...iiiierieirrsroessrnncessoansassancanns 949,867,877 900,133,315 -5.2
BUSTNESS reCeIPLS..ovteereernrecsnsronsasssacasennsass 337,493,098 362,219,037 7.3
Net income {less deficit)..vueeiiirerererornannonsnnns 21,804,088 31,557,470 44.7
Income subject t0 taX...oievreeeierernnenanns eeesnaas 19,973,233 22,406,865 12.2
Income tax before cred1t§ ............................. 7,643,631 8,334,625 9.0
Income tax after creditsc.. .. . ..iiiiiiiiiieiieinannns. : 5,485,777 5,667,118 3.3
Services . .
Number of ‘returns..... e ieseserretsaseeraaneaertenatan 819,706 - 848,829 3.6
Tota] @SSeES. . v iereveeeeeeeesaccnsenssssssasssssoanasen 237,876,895 269,350,718 13.2 ‘
Total receiplsS..iveiveesvesencesnasanceesssnsasessssnns 380,767,394 416,009,599 9.3
Business receipts....cveeienenencens Vevereseseiedensee 355,090,610 391,617,540 10.3 -
Net income (less deficit)....... eeeerneesiecannns oo |, 7,199,258 6,087,564 -15.4 ]
Income subject to taX......eeeeveieeens Cievieeessnacanss , 11,941,166 11,794,121 -5.7
Income tax before creditS......cvciieienciensnonensines 3,885,618 3,665,426 -5.7 ,
Income tax after credits....c.ceviieiinenninarnennnnns 2,617,453 2,665,404 1.8

.

— _am
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Table 2.--Returns of Active Corporations: Balance Sheet, Income Statement, Tax, and Credit Items,
1982 and 1983 (Preliminary)
[A11 figures are estimates based on samples--money amounts are in thousands of dollars]
Percent
1983 change 1982
Item 1982 Preliminary to 1983
(1) (2) (3)
1 Number of retuUrns ...cceeceevcencerscesecnsnnsones 2,925,933 2,999,182 2.5
2 Total aSSEtS .ivieiiiritterstttcecnstotansannanns 9, 357,784,804 10,156, 377,797 8.5
3 CaSh tovvvverneorenraosncosocnsnsossssoanansans 540,903,600 590,463,551 9.2
4 Notes and accounts receivable ......c.coveveuns 2,420,475,398 2,662,723,763 10.0
5 Less: Allowance for bad debts .............. 46,645,987 50,898,922 9.1
6 Inventories c.veeeeicererrersososacronnssavanns 581,241,455 596,712,953 2.7
7 Investments in Government obligations,
Lo 3 1L e 605,513,662 679,046,104 12.1
8 Other current assSets ....cvevveveccecsancnsonnse 436,507,859 425,953,279 -2.4
9 Loans to stockholders ......cevevivecnecneanane 38,304,326 47,880,279 25.0
10 Mortgage and real estate .......ccivvievnnnnnnns 942,428,269 980,115,442 4,0
1 Other investments ....ocevvinevnrnernronnnenans 1,604,730,616 1,794,157,159 11.8
12 Depreciable assets ...ievriievceracnensencnnannas 2,583,060, 326 2,719,893,488 5.3
13 Less: Accumulated depreciation ............. 942,704, 683 1,020,709, 911 8.3
14 Depletable assets ....ovvieveernesocsnnnssnnans 94,637,768 108,229, 391 14.4
15 Less: Accumulated depletion ........eceeueen 29,442,570 32,825, 691 11.5
16 I 1« 110,318,941 118,831,605 7.7
17 Intangible assets (amortizable) ............... 81,178,989 87,366,441 7.6
18 Less: Accumulated amortization ............. 24,869,273 24,959,000 0.4
19 Other assets .voviiiiinncetsososseosacansanans 362,146,111 474,397,869 31.0
20 Total 1iabilities and net worth .........cc.c0.n.. 9,357,784,804 10,156,377,797 8.5
21 Accounts payable ..viieiiiecetetnceroctotenannse 678,630, 282 658,292,750 -3.0
22 Mortgages, notes, and bonds payable in less
than One Year ...ccuieverceerereenssossnsananaas 667,060, 956 756,408,956 13.4
23 Other current Tiabilities ...vvevviiviinrecnnns 3,220,923,530 3,499,858, 998 8.7
24 Loans from stockholders ......ceceveveeeencnneas 117,424,462 130,157,946 10.8
25 Mortgages, notes, and bonds payable in one
YEAYT OF MOIE tieeveevensesnsoansesasocnsnensse 1,224,277,725 1,318,711,255 7.7
26 Other Tiabilities ..cvveveerencecerecasonsnsacas 979,894,871 1,158,862,277 18.3
27 Capital StoCk ...vivirinnrenansnenensnnresnnnas 658,259,634 785,968,507 19.4
28 Paid-in or capital surplus ....ccvvvviececrnnss 782,269,156 870, 384,560 11.3
29 Retained earnings, appropriated ............... 54,727,615 52,670,222 -3.8
30 Retained earnings, unappropriated ............. 1,173,094, 293 1,214,409,168 3.5
X} | Less: Cost of treasury stock ...eocveieevevenes 198,777,714 289, 346,839 45.6
32 Total receipts .veeveerrereiennicnasensecnccansas 7,024,097,766 7,098,621,182 1.1
33 Business receipts ..coceeierereecesrecnonnsansns 6,156,994,009 6,303,043,003 2.4
34 Interest on Government obligations: State
1T« B oo 1 14,124,877 16,631,821 17.7
35 Other interest..ceeeeeereeeeecneerenncannsnncas 515,628,874 492,401,824 -4.5
36 RENtS tiivriiiencennonncocesnsosarooncacsosnss 69,614,109 69, 388,063 -0.3
37 ROYATEIES tevvnernroennnsrennocrenconncensassess 13,473,404 13,820,138 2.6
38 Net short-term capital gain reduced by net
Tong-term capital 10SS covevvreerreenonrocnnss 2,882,207 5,033,196 74.6
39 Net long-term capital gain reduced by net
short-term capital 10SS c.cvevecriececcnronnns 26,318,184 33,327,922 26.6
40 Net gain, noncapital assets .....cvcvennvennenns 20,992,023 25,991,002 23.8
4 Dividends received from domestic
COrporations ...cveveeecvecesersonscncannses SN 18,155,559 19,624,947 8.1
42 Dividends received from foreign
COrporations ...veeveviecercosencersocnseansas 13,950,906 14,173,440 1.6
43 Other receipts .vvveverereiirieroncennsncosnnsnes 171,999,616 103,149,031 -40.0
44  Total deductions .....cceieenieereneneenncsronannss 6,869,267,462 6,910,246,197 0.6
45 Cost of sales and operations ......ececvevveee. 4,270,850, 310 4,283, 308,833 0.3
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Table 2.--Returns of Active Corporations:

Corporation Returns, 1983

1982 and 1983 (Preliminary)--Continued

[A11 figures are estimates based on samples--money amounts are in thousands of dollars]

Balance Sheet, Income Statement, Tax, and Credit Items,

- Percent
1983 change 1982
Item 1982 Preliminary to 1983
, (1) (2) (3)
Total receipts (continued)
46 Compensation of officers ....c.coveieeceecrcnnes 129,481,025 140,954,711 8.9
47 REPATIS tiveirerresseanernsscanssvasannnsas ee 72,524,061 74,452,237 2.7
48 Bad debts ....vviiiiiiiireriertinirienicersnnnns 26,690,963 30,407,762 13.9
49 Rent paid on business property ........cven... 94,917,540 104,361,065 9.9
50 Taxes PAid covvveerrvncesnsrsosasosasassosenne 165,888, 353 172,712,924 4.1
] Interest paid ...vvviirieninecniennsncsonnanen 515,032, 667 473,061,575 -8.2
52 Contributions or gifts ...cviieiriiennrecnrans 2,906,476 - 3,538,892 21.8
53 Amortization ........ e e eeasesaistsnenenns 3,784,654 4,493,831 18.7 -
54 Depreciation ...civiiiiiiniiiriirneesnnanncnnns 213,179,160 240,591,603 12.9
55 Depletion .iueeiiiiiieieneinnneenanccecesennns 7,021,176 7,556,992 N
56 Advertising .....civieriirercnnnnnnnvecsoanes 64,987,632 72,067,521 10.9
57 Pension, profit-sharing, stock bonus, and . '
annu1ty PlaNS . .iiteiiirenrrereennssscorenane 54,232,011 54,001,098 -0.4:
58 Employee benefit programs ........cceeeveennn. 51,838,884 58,662,414 13,2
59 Net Toss, noncapital assets .................. 10,367,020 7,566,330 -27.0
60 Other deductions ....cceviievnincncnneenseanne 1,185,565,538 1,182,508, 415 -0.3
61 Total receipts less total deductions ...... eeeas 154,830, 304 188, 374, 986 21,7
62 Constructive taxable income from related :
————foreign-corporations—rrrrrrrrrerere e e e —n 1.3,.6 28, 716 14 897,558 9.3
63 Net income (less deficit), total .....c.cveuennn 154,334,143 186, 640 724 20.9
64 Net TNCOME ..ivivinreieeieencccnnennosassenene 274,352,942 294 957,060 7.5
65 - Deficit covvvevivnecennnns eeseerenaens eareane 120,018,799 108,316,336 : -9.8
66 Statutory special deductions, total ............ 19,527,353 27,367,240 . 401
67 Net operating loss deduction .........ccvivunn 11, 385, 921 © 18,092,563 59.3 .
68 Dividends-received deduction ..........ovevnen 8,105,493 9,232,629 13.9
69 Public utility dividends-paid ‘
deduCtion....ooiiveinrronrecencsacnsnsnssaans 35,939 4 42,048 17.0
70 Income subject to tax, total .......eeeveevunnes 205,175, 407 217,006,471 5.8
Al Net Tong-term cap1ta1 gain taxed at o -
: Alternative rates .... veeeereeveneenenonnren 12,025,442 13,973,999 16.2
72 Income tax before cr'edits2 .......... eeeersecen. 85,077,493 89,802,226 5.6
73 Tax credits, totald....uieiieinreneneenenennen.n. 39,665,225 40,110,177 1.1
74 Foreign tax credit ....coiieniiennnnennnnnen 19,137,201 . 19,943,868 4.2
75  U.S. possessions tax credit 4 . 2,026,980- - .1,599,82 ~21.1 .
76 Investment credit ..........oiiiiiiiiiiiia, 17,312,702 -15,912,964 -8.1
77 Jobs credit ............ P, reeaees eeeaeans 327,285 444,235 35.7
78 Research credit ...... eeeeseeneannse eeersanens 839,220 1,270,588 | 51.4 -
79  Employee stock ownership credit .............. 14,450 . 898, 6,119.5
80 Income tax after credits ........coviivviininnns 45,412,268 49,692,049 ' 9.4
81 Tax from recomput1ng prior-year 1nvestment : ' :
Loy -1+ & I 1,181,074 1,169,849 -1.0
82 "Additional tax for tax.preferences ............. - 478,457 560,077 17.1
83 Personal holding company taxX .,.c..ceeevevecccocss - . 6,802 6,182 -9.1
84' Total income tax after creditsb................. 47,078, 601 51,428,157 9.2
" Distributions to stockholders: .
85° Cash and property except in own stock .......... 132,478,411 129,005,634 -2.6
86 Corporation's own StoCk ....cceviviennenennnennn 3,642,024 4,779,636 31.2

f‘ 1Includes all investments in United States, State and local government obligations.

2Consists of regular and alternative tax.

3Includes $600,000 and $7,005,000 of alcohol fuel credit and $6,787,000 and $32,980,000 of

_nonconventional source fuel credit for 1982 and 1983, respect1ve1y -
4The 1983 preliminary amount for this item is significantly understated because of returns that
More accurate data will be available in the Spring 1986 issue of the

are to be added.
Statistics of Income Bulletin.

Total income tax after .credits is computed as follows:

Income tax before credits less total

tax credits, plus additional tax for tax preferences, tax from recomputing prior-year
investment cred1t and personal holding company tax.

NOTE:

Detail may not add to total because of rounding.




Nonprofit Charitable Organizations, 1982

By Laura M. Heuchan®

In 1982, nonprofit charitable organizations
reported total revenues of $196.3 billion, 21
percent of which was obtained from contribu-
tions, gifts, and grants. Total expenditures
were $181.3 billion, with direct spending for
charitable services accounting for 84 percent
of that total. They collected fees for serv-
ices (program service revenue) covering 82
percent of program expenses. These fees were
supplemented by other sources of income, such
as contributions and investment earnings.

“"Nonprofit charitable organizations" refer to
all organizations exempt under Internal Revenue
Code (IRC) 501(c)(3), excluding private founda-
tions. In 1982, of 264,890 organizations recog-
nized by the Internal Revenue Service as non-
profit charities, there were only an estimated
75,738 required filers. The population of non-
profit charitable organizations required to
file annual information returns (Form 990) has
decreased since 1975 [1]. Nonetheless, the
value of total asset holdings has increased by
$171.1 billion since 1975 for a current dollar
increase of 158 percent. A similar growth in
revenues and expenses is evident, as shown in
Figure A [2].

There are numerous explanations for the simul-
taneous drop in the population of filers and the
marked growth in the aggregate statistics. The
primary reasons for the drop in filers are the
changes in filing requirements between 1975 and
1982, In 1975, an organization was granted an
exemption from filing {if its gross receipts
were less than $5,000; this level was raised to
$10,000 in 1976 and to $25,000 in 1982, A char-
acteristic of the sector has always been the
concentration of financial resources among a
small number of organizations. For example, 6
percent of all nonprofit charitable organiza-
tions controlled 81 percent of total assets in
1982. An uneven distribution of resources
across organizations was further evidenced by
the concentration of 75 percent of revenues in
4 percent of the institutions. In addition, 6
percent of the organizations were responsible
for 74 percent of total expenditures. With
respect to assets, revenue, and expenses, the
controlling organizations were 1in the top

*Foreign Special Projects Section. Prepared under the direction of

Michael Alexander, Chief.

Figure A.--Nonprofit Charitable Organizations,
1975 and 1982

[Money amounts are in billions of dollars]

——

Item 1975 1982
Number of returns............. 82,048 75,738
Total asSetS.eeenvivviveneeennns $108.5 $279.6
Total revenue........vvvueevn, 65.5 196.3
Contributions, gifts,
and grants.......cocivennnn 17.1 4.3
Dues and assessments........ 1.5 2.5
Program service revenue..... n.a. 124.4
Total expenses.....eeveeuienn, 62.6 181.3
Program service expenses.... 36.8 151.7
Fundraising expenses........ 1.4 1.7
Management and general
EXPENSES t.vvevrrnvocnnnnns n.a. 27.4

n.a. Not available.

For more detail, see Table 1,

Source: For 1975, data are from Statistics of
Income Bulletin, Fall 1981, p. 10,

bracket and were predominantly educational
institutions and health service providers as
shown in Figures B and C. Any significant
growth or shrinkage affecting the very large or-
ganizations would have had a pronounced effect
on aggregate statistics. Reduced Federal spend-
ing for nondefense goods may have been a factor
in this growth since this may have resulted in
unmet demand for services such as health care
and education [3]. The cutback in spending for
health and education may have stimulated growth
in the nonprofit sector, especially in the
larger hospitals and schools, to fill this
gap. Additionally, the percentage of persons
below the poverty level rose from 12.3 percent
in 1975 to 15.0 percent in 1982, and the
possible increase in need from this portion of
the population for charitable goods and serv-
ices may have influenced the level of chari-
E251e activity provided by exempt organizations

21



22 Nonprofit Charitable Organizations, 1982

°

Figure B ..~
- Top Ten 501(c)(3) Organlzaﬂons Ranked
by Total Revenue, 1982

" [Money amounts are in millions]

Stanford Umversity

Total
Name Revenue 1

[ College Retirement Equities Fund $4,631 |
.. .leachers Insurance and Annuity e
’ Association of America 3,351

{ Kaiser Foundation Health Plan 2116 |

Harvard College - 1,342

| Kaiser Foundation Hospitals 1,123 |
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“Figure C -
. Top Ten 501(c)(3) Organlzatlons Ranked
by Total Assets, 1982 &
’ [Money amounts are in mllllons]ﬂ

Numerous benefits accrue to organizations
that obtain 501(c)(3) status. Among the induce-
ments for seeking this classification are the
exemption from Federal income tax on income
earned while pursuing an exempt purpose, the
exemption from most state and local income and
real estate taxes, the exemption from the
federal unemployment tax, the selective exemp-
tion from excise taxes, and significantly re-
duced postage rates. The flow of private funds
to these organizations is promoted by the stat-
ute allowing contributions to be deducted in
calculating the taxable income of the donor.
For instance, the 1982 law allowed up to 50 per-
cent of an individual's adjusted gross income
as a charitable deduction. Federal corporate,
gift, fiduciary, and estate tax laws also allow
charitable contribution deductions.

Along with other tax-exempt organizations,
charitable organizations are subject to the
unrelated business income tax on net profits
from regularly carried on business operations
that "are not substantially related to their
exempt charitable purposes.

Definition and Growth of the Nonprofit Chari-
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?fi University of Ch|cago
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PROVISIONS OF IRC 501(c)(3)

Organizations tax exempt under IRC 501(c)(3)
pursue diverse activities that further their
exempt purpose. They exist in many sectors of
the economy. IRC 501(c)(3) status is typi-
cally granted based on an entity being organ-
ijzed for purposes that are religious, chari-
table, scientific, educational, testing for
public safety, etc. Charitable means that the
services provided by the organization are pro
bono publico (for the public benefit). The
granting of exempt status is based solely on an
- organization's charitable purpose. Activities
engaged in are restricted only in that they
must be substantially related to the exempt
purpose and they must serve public interests as
opposed to private. There is also a stipula-
tion that net earnings may not flow to a pri-
vate shareholder or individual, and there are
restrictions on activities to influence legis-
Tation.

- table Sector )

Name Total ™ 1™ ‘ ' S o — _ _
X . . . {\559‘? o The supply of, and demand for, philanthropic
e e B e T — goods and services are usually discussed in
- TeacRcsarsso::r:::;ng?:rr:‘%r?g:uny $13519 o terms of incentives or motives that influence
R giving as well as the purpose of the giving.

It is generally accepted that at 1least one
component in philanthropic giving is altruism
and that the purpose of philanthropy 1is the
provision of some collective or public good
[5]. In this context, altruism exists when
there is not an expectation of an immediate
quid pro quo (one thing in return for another)
to the individual giver. The providers of
philanthropic goods and services function in
all three sectors of the economy: the business
sector, the government sector, and ‘the non-
profit sector.

The Internal Revenue Code (IRC) divides non-
profit organizations into 23 groups, of which a
number may receive tax-deductible charitable
donations. The organizations exempt from income
tax under IRC 501(c)(3) receive the largest part
of tax-deductible donations; and they are the
main suppliers of philanthropic goods and serv-
jces. The data described here reflect only
501(c)(3) charitable organizations, excluding
private foundations. For 1975, when all non-
profit organizations were measured, 501{(c)(3)
organizations (excluding private foundations)
represented 37 percent of the total. (In
general, private foundations act as conduits
for philanthropic funds, whereas nonprofit
charitable organizations actually provide
charitable goods and services.)

Charitable organizations must file on Form
990 if they have gross receipts more than

!
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$25,000 (religious organizations are not re-
quired to file). They are diverse in scale of
financial activity as well as in scope of pur-
pose. They include hospitals, universities,
research institutes, art museums and other
charitable organizations. While the estimates
presented here do not dinclude most religious
organizations or those organizations not re-
quired to file, they do cover the largest part
of charitable activity with respect to asset
holdings and revenues.

Growth of nonprofit charitable organizations
both absolutely and relatively 1is shown in
Figure D.

Total revenue and expenditures grew faster
than total assets, which means nonprofit chari-
ties have expanded their charitable activity
rather than added to capital assets. Revenue
and expenditures all grew faster than GNP (see
Figure D). Charitable activity rose much
faster than per capita income.

The growth of the nonprofit charitable sector
as indicated by the percentage increases shown
in Figure D could reflect the increasing shift
of the overall economy from a manufacturing to
a service industry base. Service industries
such as education, health services, and social
services are relatively labor intensive and are
the dominant activities within the charitable
sector (see Figures H and I). With the service
industry assuming a larger role in the U.S.
economy relative to manufacturing and agricul-
ture, it is reasonable that charitable activity
would experience growth [8].

Historical Trends and Perception of Charitable
Activity Up to 1982

Government policy toward philanthropy repre-
sents public sentiment as expressed through the
legislative process. Growth of the sector has
been stimulated by favorable legislation.

Traditionally, from the earliest days of this
country, religious and educational institutions
have been exempt from property taxation. When
Federal income tax laws were adopted in 1894
(subsequently declared unconstitutional in
1895), organizations pursuing charitable, re-
1igious or educational purposes were granted
exempt status. The Sixteenth Amendment to the
Constitution allowed the first constitutional
income tax law in 1913 and contained the rudi-
ments of IRC 501(c)(3).

The provision for an income tax deduction for
charitable contributions by individuals was
initiated in 1917, and estate tax deductions
for bequests to charitable organizations were
authorized in 1919. Charitable deductions for
corporations were allowed beginning in 1935,
Aside from provisions regarding charitable
organizations engaged in business activities,
the thrust of legislation has generally been to
encourage the development of exempt organiza-
tions.

Charitable organizations receive direct and
indirect subsidies from government. Direct
goverpment grants received in 1982 were $19.2
billion, or 46 percent of total contributions.
This illustrates the tradition of partnership

Figure D.--Nonprofit Charitable Organizations, 1975 and 1982: Alternative Measures of Sector Change

[Money amounts are in billions of dollars]

Percentage

Type of measure 1975 1982 Change
(1) (2) (3)

Total revenues (in 1972 constant dol7ars) ....vvevvererrenennnnnnnnns $52.1 $ 94.9 +82.1%
Total assets (in 1972 constant doT1ars) ...veeeeeeeeeennnnnnnnonnnnes 86.2 135.1 +56.7
Total expenditures {in 1972 constant do11ars) .....ovvevrrevennennnnn 49.8 87.6 +75.9
Total revenues divided by GNP .................. Ceehciiiteetataaaaaas 4.2% 6.3% +50.0
Total expenditures divided by GNP ....ivriierirririrennnennnssennnnns 4,0% 5.9% +47,5
Total revenues per capita divided by per capita income .........v.... 5% 9.0% +52.5
Total expenditures per capita divided by per capita income .......... 5. 6% 8.3% +48,2
Total revenues divided by revenues of business entities ............. 1.8% 2.5% +38.9
Total assets divided by assets of business entities .........oouv.n.. 2.0% 3.0% +50.0
Total expenditures divided by expenditures of business entities ..... 2.0% 2.0% 0.0

NOTE: Revenue, assets, and expenditures were converted into 1972 dollars using the GNP price

deflator.

Per capita income is equal to GNP divided by U.S. population. Business entities include

corporations, nonfarm partnerships and nonfarm sole proprietorships [6] [7].

- Source: Business entity data are from U.S. Treasury Department, Internal Revenue Service, Statistics
of Income Division, published and unpublished tables. GNP price deflator is from U.S. Council of
Economic Advisers, Economic Report of the President, February 1984, p. 224. U.S. population data are

from U.S. Bureau of the Census, Current Population Reports, Series P-25, and unpublished data.
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between government and nonprofit organizations
in supplying public goods and services [9].
Indirect subsidies come in the form of exemp-
tion from various taxes and in the tax expen-
diture for the deduction of contributions from
income taxed to the donor [10]. Tax expendi-
tures exist that benefit individuals and cor-
porate entities as well as nonprofit organi-
zations (e.g. deductibility of home mortgage
interest expense). Tax expenditures are ex-
pressed in terms -of outlay equivalent (i.e.,
the amount required to produce the equivalent
of the benefits- derived from the tax expendi-
ture) and in terms of the revenue loss to the
government [11]. Figure E shows tax expendi-
tures for the deductibility of charitable con-
tributions in 1982. Figure F, with details of
contributions as reported on tax. returns for
1982, presents the source of the tax expendi-
tures.

Figure E.--Tax Expenditures for ﬁeduction of
Charitable Contributions, 1982 1/.[12]

[Money amounts are. in millions of dollars]

Outlay Revenue

_Type of deduction

Figure F,--Charitable Contributions as Reported
on.Tax Returns, 1982

[Money amounts are in millions of dollars]-

Source of

contribution Amount
L% 1 $48, 051
Individual ...covviiiininnnnnnnnnnes : 36,761
Corporate ....vvveveinenieneenennnns 2,906
Estate bequests ....vovvevrennnnenncs 2,545
Fiduciary cveeeereneenrererennncnnss 1,416
Private foundations 1/ ............. 4,423
12 : n.a.

n.a. Not available. )

1/The inclusion of this. figure in total con-
tributions involves double counting since in-
dividual, corporate, .estate and fiduciary
giving include gifts to private foundations.

Source: U.S. Department of the Treasury, In-.
ternal Revenue Service, Statistics of Income
Division, published and unpublished tables.

,noncaéh contribution for deduction purposes,

nor is the value reported as revenue on the

equivalent | loss_

Deductibility of chari-
table contributions o
(education) .......e.... $830 $835

Deductibility of chari-
table contributions '

(health) ...vvivevennns 1,240 1,245
Deductibility of chari-
table contributions
{other than education
and health) ............ 7,550 7,595

. 1/Includes contributions to organizations ex-
empt under IRC 501(c) as well as to religious
and. other exempt organizations.

Source: Executive Office of the President,
0ffice of Management and Budget, Special Analy-
ses, Budget of the United States Bovernment, EY
1984, p. G-27 and p. G-32.

" Contributions received from the public, as
reported on nonprofit charitable organization
returns, reflected only 46 percent of total
contributions shown in Figure F. The remain-
der of these contributions would have been re-
ceived by organizations not required to file
Forms 990. Religious organizations, the pre-
dominant type of 501(c)(3) organization, are
not required to file returns. Therefore, ‘the
largest part of the remaining 54 percent of
contributions not reported on Form 990 would
have been donated to these organizations.

It should be noted that the IRC does not rec-
ognize the value of volunteer services as a

—returns—filed—by—charitable—organizations-

Nonetheless, volunteer 'services constitute an
important part of total donations.

Description of Nonprofit Charitable Organi-

~zation Activity

To explain the existence of the nonprofit
charitable sector, it is necessary to deter-
mine what inducements exist for the formation
and continued operation of the organizations
that form the sector. The private sector is
comprised of firms seeking to maximize their
profits. They accomplish this by attempting to
satisfy consumer. desires through the mechanism
of the market. Alternately, the 1level of
Government provision of public goods is pri-
marily determined by a majority vote of the
electorate. The Government, due to a lack 'of
information about specific consumer prefer-
ences, must use a nonbenefit-based system of
taxation for the provision of public goods. A
nonbenefit-based taxation system 'is necessary
because it is not possible to equate taxes paid
by an individual to the benefits received by
that individual from public goods and services
[13]. One explanation for the existence of the
nonprofit charitable sector is that demand for
public goods is not completely revealed by a
majority vote of the electorate and therefore
not supplied by the Government [14]. Private
nonprofit organizations may form to meet this
unsatisfied demand. Also, there may be an
overlapping provision of public goods by
Government and by nonprofits with the private
sector offering private good substitutes for
public goods.
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The share of output by nonprofit charitable
organizations may be primarily determined by:
the undersupply of public goods resulting from
the allocation by a majority vote using a non-
benefit-based taxation system; the responsive-
ness of Government institutions to changes in
quantities of public goods as mandated by a
majority vote; the suitability of private good
substitutes for public goods; and the price of
philanthropy to the donor and to the Govern-
ment in terms of a tax expenditure.

There is no standard theory of behavior for
nonprofit charitable firms analogous to the
profit maximization behavior of private firms
[15]. This is partly due to the wide mix of
organizations in the sector that have differ-
ent philanthropic objectives and the difficul-
ties in measuring both charitable output and
returns on investment in philanthropy. In
general, it may be assumed that nonprofit
charitable entities are attempting to maximize
the furtherance of their charitable purpose.

The nonprofit charitable sector as a whole
shows variation in terms of primary revenue
source as total assets increase. As seen in
Figure G, the reliance of organizations on con-
tributions for revenue varies inversely with
total assets. A stronger reliance on program
service fees for a major portion of revenue
emerges as assets increase. Those with assets
under $100,000 rely on contributions for 68
percent of revenue and on fees charged for 7
percent, while those with assets $50,000,000 or
more depend on contributions for 13 percent of
reverue and on program service revenue for 68
percent.

Figures H and I display the only information
available from exempt organization returns on
the type of organizations that are filing. It
is derived from the section of the return in
which an organization must supply a reason for
not being classified in the less-favored cate-
gory of private foundation [16]. Most are
publicly supported organizations, whereas the
concentration of assets is in the schools and
hospitals.

Both the composition of assets and the major
source of revenue of hospitals and schools (the
only activities readily identifiable from infor-
mation on the Form 990 exempt organization re-
turn) are dissimilar as evidenced in Figure J.
Hospitals have a large capital investment in
land, building, and equipment, followed by
receivables and inventories as the top compo-
nents of assets. Schools hold fewer assets in
land, buildings and equipment than hospitals
and schools' assets are heavily concentrated in
investments. Contributions, gifts, and grants

:account for 25 percent of the revenue received

by schools, but only 3 percent of the revenue
received by hospitals.

Figure G
Components of Revenue, by Asse
Size, 1982 -
Percent ., % iR 4%
100 I

‘7?/;1 8% 11%

' 14%

90 | — 7/ 1%

/]
80 |— P 24% 4
7

R o
o V)

10—

Under $100,000 $1,000,000 $10,000,000 $50,000,000
$100,000 under under under or more
$1,000,000 $10,000,000 $50,000,000 .
D Other

[[] pues and assessments
Program Service Revenue
- Contributions

Education and health services are good ex-
amples of industries that are represented in
the private business sector, the Government
sector, and the nonprofit charitable sector.
While there certainly is overlap, in general,
the for-profits target a different market than
the nonprofits and the Government providers.
Earnings of nonprofits are used for provision
of medical services as opposed to for-profits,
which may distribute their earnings to individ-
ual investors. Nonprofit hospitals generally
offer a wider range of services than for-profit
hospitals, and the. services offered are more
public in nature (e.g., home care programs,
social work departments, organ banks) [17]. It
is possible that nonprofit hospitals serve more
of the uninsured and low-income segment of the
population.

Differences in accounting standards for non-
profit and for-profit entities highlight the
difficulty in evaluating the nonprofit sector.
In exchange for the privilege of tax exemption,
charitable organizations forfeit the privilege
of paying dividends on invested capital. The



T T ] ,
Number of | Total Total Total Total
Type of organization 1/ returns assets |liabilities| revenue expenses
(1) (2) (3) (4) (5)

TOtAl .ovevererronnereenoosensncnsocaensnnes 75,733 | $279,6321 $116,771 | $196,300 | $181,294
Church 2/ ..iiviiinnniniiee, et eereatnsreans 2,022 2,837 915 1,517 1,255
SCHOOT vitiieiineeeronennnenennns Cereeieteennn 8,335 73,524 13,685 35,224 29,843
Hospital ...covvvevvennnn. ceeevesenes ceeaarens 5,021 93,839 45,797 9i,855 87,278
Government UNit ..vveeverenneneennonnnns R 701 1,182 443 1,242 1,201
Hospital research ........ ceeetecenecesennecan 546 1,296 229 560 523
Organization supporting :

a public college c.evevvevne. Ceeeeraesanecens 1,057 3,400 338 1,860 1,343
Publicly supported ’
organization ........... ceetesecaerrasnaanans 50,738 56,737 22,812 45,620 43,042

——0rganization—support= B

ing charitable

organizations ....... Ceesereateancranencanans 4,893 42,418 | 30,764 15,586 14,267
Organization testing

for public safety ......... eeesaes eeeees cene 1 _ 104 13 93 85
NOE 1ePOFted «.vvvvveeerernniernnnnnnn, e 2,19 | 4,295 1,775 2,783 2,457

-
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Figure H.--Nonprofit Charitable Organizations, Excluding Private Foundations:

Income Statement Items, by Type of Organization,

1982

Nonprofit Charitable Organizations, 1982

[A11 figures are estimates based on samples--money amounts are in millions of dollars]

Balance Sheet and

1/This classification was der1ved from Schedu]e A (Form 990),

Non-Private Foundation Status.'
2/Churches are not required to file a Form 990.

fiTed voluntarily or misreported their type of organization.

Part 1V, entit]ed “Reason for

Most of the organizations in this category either
This estimate is, -therefore, not

inclusive of the majority of religious organizations.

distribution of earnings to individual in-
vestors is the impetus behind the formation of
business entities. This  nondistributional
constraint placed on nonprofit organizations is
what defines a nonprofit organization as
opposed to a for-profit entity. The balance
sheet - of a nonprofit charitable organization
does not have an owner's equity section;
earnings will accrue instead to the fund
balance/net worth section. These organizations

‘must operate for the public benefit and their

income and assets must be held and used for
that purpose. It may be that, in a sense, a
nonprofit charitable organization is owned by
the public.

The accounting systems of many nonprofit
organizations keep separate records of groups
of resources and their subsequent use because
they have specified purposes and restrictions.

This need leads to the use of fund accounting

where funds are restricted (the directors have

limited control over specific use due to donor

instructions).  Nonexpendable (capital funds

that cannot be used for 'operating .costs) and

expendable funds represent another classi-~-
fication of resources. In addition, many

hospitals and schools have endowment funds that

provide income for the organization, while the
principal is not available for use [18]. The
constraints imposed on the use of these funds
hamper the exempt organization's financial
management in quickly -adapting to changing
economic conditions. ,

However, the most important difference be-
tween the concept of exempt organization
performance and that of for-profit ‘entities
centers on measurement of efficiency. Effec-
tiveness in pursuing an exempt purpose cannot
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Figure I--Nonprofit Charitable Organizations, Excluding Private Foundations, Frequency Distribution
of Organizations Among Asset Classes, by Type of Organization, 1982

[A11 figures are estimates based on samples])

Type of Under $100, 000 $500, 000 { $1,000,000 |$10,000,000| $50,000,000
organization 1/ $100,000| under under under under or
- $500, 000 } $1, 000,000 |$10, 000,000} $50, 000, 000 more
(1 (2) (3) (4) (5) (6)
Church 2/ .ivviinnnneeiinnnnnnns 960 480 102 436 35 6
SChOOT v.iviiinrneennensnnennas 3,364 1,922 n7 1,331 754 245
Hospital ....cevvevvnnns cerrenas 480 961 102 1,547 1,408 521
Government unit ................ 480 -- -- 204 12 3
Hospital research .............. -- 480 -- 43 18 4
Organization sup-
porting a public
College ..iiiiriirresnasnsnanens -- 480 307 215 42 1
Publicly supported
organization .........ccivvnnn 22,593 15,863 4,097 7,338 726 118
Organization sup-
porting charitable
organizations ................. 960 1,922 512 1,245 208 43
Organization testing
for public safety ............. -- - -- -- -- 1
Not reported ..........ccvottt 960 961 204 23 44 15

1/This classification was derived from Schedule A (Form 990), Part IV, entitled "Reason for

Non-Private Foundation Status."
2/Churches are not required to file a Form 990.

gory either filed voluntarily or misreported their type of organization.

Most of the organizations in this cate-

This estimate is,

therefore, not inclusive of the majority of religious organizations.

be expressed in net profit or return on invest-
ment figures. Traditional financial ratios are
difficult to calculate and interpret.

SUMMARY

For 1982, total revenue for nonprofit chari-
table organizations was $196.3 billion, reflec-
ting an 82 percent real growth since 1975.
Total assets and total expenses experienced
simitar growth during this period. Health
service and education providers dominated the
largest organizations.

Contributions represented 21 percent of total
revenue for all organizations. The importance
of contributions as a part of revenue declined
as the value of assets increased. The Tlargest
organizations relied more on program service
revenue while the small organizations depended
on contributions as their primary revenue
source.

The Tlargest number of these charitable or-
ganizations were publicly supported organi-
zations which produced a wide array of goods
and services. However, the concentration of
financial aggregates was in the schools and
hospitals.

Charitable organizations and for-profit en-
tities operate with different goals and under
different legal constraints. The furtherance
of the public good is assumed to be the reason
that charitable organizations operate as a
third sector in the U.S. economy.

DATA SOURCE AND LIMITATIONS

The database used for this article was con-
structed by the Statistics of Income (SOI)
Division by collecting data using the concept
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of a Tax Year as opposed to a Processing Year
(see Appendix for a discussion of the concepts
of a Processing Year and a Tax Year). The
relevant Tax Year 9Js defined by accounting
periods ending December 1982 through November
1983. Calendar year filers represented 45
percent of the population, while 42 percent of

the non-calendar year filers had accounting
periods ending in June. The sample included
219 group returns that appear to be returns
with large assets while the return actually
represents an aggregate of many small organi-
zations [19].

The sample size was 4,398 organizations. The
estimates of nonprofit charitable organizations
presented here are based on a random probability
sample of 1982 unaudited information returns
(Form 990) stratified by asset levels. The
sample was selected based on a computation on
the employer identification number (EIN). The
1982 filing requirement granted an exemption to
entities with gross receipts of $25,000 or
less; returns of organizations with gross
receipts of less than $25,000 were bypassed for
sample selection, The sample design was nearly
optimal for the purpose of estimating total
assets or totals highly correlated with assets.

The data presented in this article are sub-
ject to sampling and nonsampling error. The
size of the sampling error is estimated by the
approximate coefficients of variation in Figure
K. Nonsampling error would stem primarily from
interpretation of charitable organizations' en-
tries on the Form 990 and the efficiency of the
testing used in detecting inconsistencies in
the data as well as the quality of the sub-
sequent correction process. When 1982 returns
were not available, 1981 returns were substi-
tuted as proxies. In addition, comparable
frequencies and amounts 1in tables may vary
slightly as a vresult of computer software
differences.

Sampling rates ranged from 1.00 for organi-
zations with $10 million or more in assets to
.0021 for organizations with assets below
$500,000. Additionally, the weighting of the
data file had to be adjusted for nonresponse.
(Some returns selected were not obtainable.)
The low rate of sampling for lower asset organ-
jzations increases sampling variability for
these strata. Consequently, a caveat must be
issued as to the use of estimates for organiza-
tions with assets of $500,000 or 1less. The
approximate coefficient of variation for each
sampling rate is shown in Figure K. In addi-

tion, organizations with receipts that are nor-.

mally not more than $25,000 (the average of the
preceding 3 years for organizations 3 years or
older) might not have filed a 1982 return even
'?SBZthe” receipts were greater than $25,000 in

Figure K. - Approximate Coefficient of Varia-
tion for Number of Returns by Size of Assets

Size of Assets

Approximate Under | $500,000 | $2, 500,000
coefficient $500, 000 Under Under
of variation | or blank | $2, 500,000 $10, 000, 000

(1) (2) (3)

0.05 ....... 50,100 11,300 5,500
0.07 ....... 40,100 9,000 4,200
0.10 ....... 28,100 6,200 2,800
0.15 ....... 16,200 3,500 1,600
0.20 ....... 10,200 2,200 950
0.30 .......] 5,000 1,050 450

APPENDIX: COMPARISONS OF 1975 AND 1982 DATA

There have been many changes in the operat-
ing environment of charitable organizations
between 1975 and 1982 and they should be noted
before comparing the two SOI sample data sets
for the purpose of analyzing changes in the
charitable sector. In addition, there are
differences in the scope and methodology of the
studies as well as in the data source. Com-
parability is further hampered by the fact that
the Form 990 underwent a major revision during
this period.

The economic climate of 1982 differed from
that of 1975, The rate of price change was 6.1
percent in 1982 as compared to 9.1 percent in
1975, Inflation has particularly negative
effects on exempt organizations with endowment
funds that depend on fixed-return Tlong-term
investments. Management of these funds was
made more difficult by the depressed stock and
bond markets of 1974 that were still recov-
ering in 1975, Endowment funds typically
follow the stock and bond markets in value.
Prices 1in this market were much higher in
1981-82 than in 1974-75 [20].

In addition, there was a change in the filing
requirement effective 1in December 1982 that
affected all 1982 Form 990 filings. This
change raised the minimum level of gross re-
ceipts, required for filing purposes, to more
than $25,000 from the previous level of more
than $10,000 in 1976 and more than $5,000 in
1975, Adjusting for the rate of inflation,
this represents a 203 percent increase in the
filing requirement (in 1972 dollars). This,
along with a possible increase in the filing of
group returns, may account for the decrease in
the number of organizations filing a return.

As a percentage of total revenue, donations
fell from 26 percentage to 21 percent for non-
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profit charitable organizations between 1975
and 1982. There are alternative explanations
for the apparent decreased level of charitable
donations relative to total revenue. Enactment
of the Economic Recovery Tax Act of 1981 (ERTA)
could have- had a dampening effect on giving to
these organizations. While it would require
more research to estimate ERTA's overall effect
on contributions, it is possible to enumerate
theoretical relationships between 1levels of
giving and the cost of giving. -

The cost of charitable giving for an in-
dividual can most simply be expressed as:

Cg = (1 - Tm),

where Cg is the cost of giving, and Tm is the.

marginal tax rate. One dollar of giving, less
the donor's marginal rate of taxation (the
percentage of tax on the last dollar of income
realized), yields the out-of-pocket cost of the
gift. For example, an individual in the 70
percent tax bracket realizes a true cost of $30
when donating $100, since $70 would have been
paid as tax. Therefore, the cost of a chari-
table contribution is inversely related to the
donor's marginal tax rate. If the marginal

rate drops, the cost of donating increases, and_
—an individual™ facing an array of consumption

choices experiences a change in the relative
prices between expenditures on goods and
services that are tax deductible versus those
that are not tax deductible.

ERTA reduced average marginal tax rates as
well ‘as the maximum marginal rate (from 70 per-
cent to 50 percent). The resultant increase in
the cost of giving may have had a substitution
effect on an individual's willingness to con-
tribute. Conversely, the lowering of tax rates
may have increased after-tax income levels (in
the absence of a downturn in the business cycle
or other negative changes 1in .general economic
conditions) and may have produced a positive
income effect that would have operated to in-
crease charitable giving. If the price elas-
ticity of demand were large enough to outweigh
the income elasticity, it is possible that this
provision of ERTA negatively affected giving to
nonprofit charitable organizations. (It should
be noted that there could be a lagged substi-
tution effect or lagged income effect where a
transition period was needed to observe the
final effect.) [21] [22]. :

ERTA also provided, for the first time, some
deductibility of charitable donations for non-
itemizers. This lowered the cost of giving for
this group to the extent of the limit of the
maximum allowable deduction. Again, the over-
all dollar impact on exempt organizations' re-
ceipts is difficult to predict since a portion
of the contributions of nonitemizers would not
be a result of new behavior,

Estate tax return filings were affected by
provisions of the Tax Reform Act of 1976 that
progressively raised the gross value of the
estate required to file to $175,000 from a
level of $60,000 in 1975. Charitable bequests
for those estates not required to file would
have a higher cost than when the estates were
taxed. ERTA's estate tax provisions affected
charitable bequests of decedents ‘in 1982 and
thereafter. Exempt organizations' receipts
could have been affected by this after 1982.

The final consideration in trying to measure
the change in the nonprofit charitable -sector
from 1975 to 1982 is that the structure of the
two SOl studies differs in three significant
ways. First, the 1975 study used a Processing
Year concept, in which 1975 returns filed and
processed during 1976 were sampled. The 1982
study used a Tax Year concept in which 1982
returns were sampled regardless of when they
were processed. A Processing Year design al-
Tows an earlier cut-off of sampling; hence
statistics can be produced more quickly. When
a Processing Year sampling method is used to
produce annual statistics, late filers can be
captured in a statistical series. On the other
hand, a Tax Year design. would-_provide—better

“coverage for 1l-year statistics, but the sam-

ph‘ng.would require a longer time frame due to
lags in filing and processing of returns [23].

Second, the 1975 study focused on all IRC 501(c)
subsection codes, whereas the 1982 study sampled
only IRC 501(c)(3) and 501 (c)(4) organizations.
(501(c)(4) organization data are not included
in this article.) Finally, the 1975 study clas-
sified organizations by principal activity as
well as stratified the sample on levels of re-
ceipts. For 1982, the sample was stratified by
assets and data on activity. were not included
since activity coding was dropped from the Form
990 before 1982,
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Table 1.— Returns of Tax-Exempt 501(C)(3)' Organizations with Total Assets: Assets, Llabilities, Revenue and Expenses by Size

[ANl figures are estimates based on sampies — money amounts are in thousands of dollars]

Size of tota! assets

33

Total $1 under $25,000 under $100,000 under $500,000 under | $1,000,000 under {$10,000,000 under! $50,000,000 or
ftems $25,000 $100,000 $500,000 $1,000,000 $10,000,000 $50,000,000 more
) @ ] @ (5) 8) 4] 8)
Returns of 501(C)(3) organizations.. 75,738 14,90 14,902 23,075 G.Mq 12,595¢ 3,251 267
Total assets 279,638,066 163,68 859,303 4,520,081 4,2686,804] 43,533,996 74,300,485 151,993,712
Cash (Non-interest bearing):
Number of returns... 11,53 13,941 20,180 4,917 11,121 2,667 761
Amount ..............e . 44,969 162,692 406,469 348,87q 1,060,80:; 1,121,431 1,769,002
Savings and y cash ts:
Number of returns... 7,210 11,0564 16,82! 4,507 9,619 2,602 734
Amount ... 54,395 297,386 1,280,18 784,841 3,808,587 5,856,576 8,159,923
Accounts receivable (net):
Number of returns... 2,884; 3,845 13,4 3,585 9,150 2,925 908
Amount.............. 6,374 94,003 753,34 184,053 3,401,581 6,985,579 9,302,806
Pledges receivable (net):
—_ - 9861 814 1,75 631 246
-_— _ 1,807} 54,557 1,065,16! 1,084,100| 830,825
Grants receivable:
Number of returns... 961 1,44, 1,44, 814 1,00 376 197
Amount 8,164 34,850 151,681 128,997 511,233 268,489 462,527
Receivables due from officers, directors, trustees and
key emioyees:
Number of returns... 4804 —_ . 480 - 15 66
Amount 799 - 8,113 — 12,465| 49,648 57,977
Other notes and loans receivable (net):
Number of returns... 961 480) 961 1,434 3,396 1,385 532
Amount ........evueeenns 192 961 19,980} 75,133 7771790 1,577,686 3,373,133
Inventories for sale or u:
Number of returns... 961 1,922 6,249 1,331 5,321 2,440 807
Amount ......... 1, 29,611 108.24% 46,621 662,457 948,440 1,029,694
Prepaid expenses and deferred charges:
Number of returns... 1,44, 3,365 6,730 2,04 7.144) 2,367 735
Amount 2,20 9,22 75,328 27,25 325,674 536,669 884,581
Investments-securities: 71
Number of returns ABﬂ 961 2,403 1,53 6,49’ 2179 714
Amount 3,11 16,889 62,959 410,21 6,804,866 12,090,414 50,256,616
investments-land, buildings and equipment (minus
accumulated depreciation): J
Number of returns 961 9261 1,442 409 1,698 81 229
Amount ... 4,870) 23,106 242,959 123,08 1,300,421 1,5677,957| 2,767,406
Investment-other:
Nuraber of returns... 480 - 1,995 1,202 485
Amount 1,586 -— 1,075,062 3,106,308 13,602,094
Land, buildings, and equip t (minus d
depreciation):
Number of retums... 3,844 5,768 10,811 2,953 893
Amount 18,575 166,590 20,819,766| 34,093,692 49,137,932
Other assets:
Number of returns 3,845 3,845 7,36 2,584 802
Amount 16,772 23,081 1,708,73 5,003,489 10,359,100
Total liabilities. 60,995 246,397| 16,578,204 28,815,955 67,773,245
Accounts payable and accrued expoense:
Number of returns... 8,172 7,681 10,633} 3,07! 933
Amount...........oeeene 29,861 108,584 2.349,M 4,767,258 7,324,966
Grants payable:
Number of returns... 961 — 1,089 217| 73
Amount 6,455 - 22,671 735,189 598,870 799,918
Support and revenue designated for future periods:
Number of returns... 961 614 2,701 511 162
48! 84,274 992,63.’1 1,091,129, 1,083,089
Loan from officers, directors, trustees and key
employees:
—_ 1,442 _ 172 40 7
- 29,564 - 87,5 125,4/ 32,745
Mortgages and other notes payable: -
Number of returns 1,442 6,730] 2,151 7.41 2,375 m
Amount 7,049 685,031 608,329 9,890,15: 16,340,787 24,275,391
Other iiabilities:
Number of returns 3,845 8,172 2,765 7,847 2,476 818
Amount ............e 17,160| 228,67f 2,524,119 5,892,460 34,258,234
Total fund balances/net worth.
Number of returns 6,043 12,450 3,245 963
Amount ... 2,936,429 26,854,701 45,484,529 . 84,220,466
Total liabilities and fund balances/networtl
Number of retumns... 8,043 12,59 3,251 967
Amount 4,266,804 43,533,995 74,300,485 151,903,712
Total revenue 5,222,087| 31,380,246 57,279,516{ 89,802,846
Total contributions 3,656,867 9,875,831 8,338,137 11,625,415
Contributions, gifts and grants received through direct
public support:
Number of returns , 4,507 10,250 2,787| 825
Amount 756,981 5,126,488 4,633,087 5,174,245
Contributions, gifts and grants received through
indirect public support:
Number ot returns . 1,536 3,305 598 230
224,22 1,422,242 1,005,8 1,582,368
Contributions, gifts and grants received through
government grants:
Number of returns 1,843 3,380, 1,204} 460
Amount... 2,675, 3,327,009 2,699,20 4,868,802

Footnote(s) at end of table,
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Table 1.— Returns of Tax-Exempt 501(C)(3)' Organizations with Total Assets: Assets, Liabilities, Revenue and Expenses by Size
of Total Assets, 1982 — Continued ' .

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

Size of total assets
Total $1 under $25,000 under $100,000 under $500,000 under . | $1,000,000 under |$10,000,000 under| $50,000,000 or
Items - $25,000 100,000 $500,000 $1,000,000 $10,000,000 $50,000,000 more
Q) @ @) ) (2] ©) @ 8)
Program service revenue:
45,821 7,210, 8,172 14,421 3,482{ 8,993 2.69ﬂ 843
124,373,343 364,464 496,426 2,749,404 897,157 16,525,254 42,001,86. 61,338,774
Membership dues and assessments:

Number of retums... 19,438 3,845 6,249 4,807 1,536 2,598; 333 66

Amount .............. 2,476,708] 126,1 Gﬂ 118,785 328,827 195,078 51 6,54? 561,441 629,862
interest on savings and temporary cash investment

Number of returns. .. 55,1464 7,691 11,056 18,267 5,019 9,851 2,52 737

Amount 3,371,905 5,383 34,367 140,636 115,390] 618,65 985,270 1,472,205
Dividends and interest from securities:

Number of retums 12,517 480 961 2,884 1,536 4,371 1,701 575

Amount 5,102,388] 162{ 2,118 20,52 36,048 591,481 956,92 3,495,127
Gross rents:

Number of returns... 12,216 1,442 961 2,884 1,434 3,866 1,206 422

Amount ................e 1,298,963 138,910 17,145 8,768 88,9795 517,437 196,306 331,418
Rental expenses: . .

Number of returns... 5,695 961 480 1,44 409 1,488] 654 261

Amount 781,03 93,802 2,481 9,35 83,440 286,578) 114,41 190,857
Net rental income (loss): J

Number of returns 12,208y 1,44 961 2,884 1,434 3,866 1,200 418

Amount ............ 517,931 45,107 14,664 - 589 5,534 230,858 81,895 140,460
Other investment incom:

Number of retums 2,266) 480) - - 102 1175 350! 157

Amount 996,394 168 — — 1,094 71,849 106,860 816,422
Gross amount, from sale of assets-securities:

Number of returns. 5877 - - 480 717] 3,148 1,141 389

Amount 35,047,624 —_ — 32,698, 128,247 1,766,627 5,422,978 27,697,072
Cost or other basis and sales expenses-securities: 48&

Number of returns. 5,627 - — 717 3,062 1,022} 345

Amount ............ 32,374,860 - - 32,229 126,704 1,642,268 5,059,299 25,514,358
Gain (loss)-securitie:

Number of returns. 5,877 - —_ 480] 717 3,148] 1,141 389

Amount 2,672,764 —_ - 469| 1,542 - 124,359 363,679 2,182,713
Gross amount from sale of other assets:

Number of returns. 6,172 480} 480 961 819 2,194 898 337

Amount 1,258,098 158,754 937] 417] 29,736 218,657) 235,839 613,756
Cost or other basis and sales expenses-other asset:

Number of returns. 3,876 480 480 - 51 . 1,439 - 690} —273
_Amount................ 1,027,032: 431,81 T 46 = 710,05 64,097] © 140,481 380,114
Gain (loss)-other assets: I

Number of returns. 6,823 480 961 961 819 2,340] 921 339

Amount 231,069 - 273,064 469] 417} 19,683 154,560, 95,358 233,641
Total gain (loss) from sale of assets:

Number of returns. 11,022 480 961 961 1,536 4,761 1,729 592

Amount........ueeeel 2,903,830, ~273,064] 469 886 21,226 278,919 458,037 2,416,354
Gross revenue-special fundraising events: . .

Number of returns. 15,94 3,365‘ 3,845 5,288 : sz 2,19 257 73

Amount 1,641,390| 23,615 180,592 253,524 140,99 777,128 177,242 88,290
Direct expenses:

Number of returns. 13,644 2,884 3,363 4,807 819 - 1,482 21q 67

Amount 741,843 11,749 100,53 105,394 84,478 362,655 43,827 33,208
Net income (loss):

Number of returns. 16,144 3,36 3,845 5,288 1,024 2,296 252 7

Amount 899,545J 11,86 80,061 148,1 29| 56,518 414,472 133,419 55,081
Gross sales minus returns and aflowances

Number of returns. 13,891 961 1,92 6,730 717 2,469 792 298

Amount ....... 7.960,114| 16,655 59,104 311,800 19,681 1,463,557‘ 2,801,810 3,287,503
Cost of goods sol

Number of retums. 12,903 961 1,922 6,249 717] 2,092 690! 270

Amount 2,979,25! 17,526‘ 35,597 205,978 16,261 506,439} 996,062 1,201,387
Gross profit (loss):

Number of returns. 13,84 961 1,922 6,73 717‘ 2,42ﬁ 789 299

Amount 4,980,86: ~ 870 23,50 105,822 3,420 957,118 1,805,747 2,086,116
Other revenue: i

Number of retum: 37,72 6,249 5,768 11,537 3,482 7.554] 2,412 723

Amount .. 9,410,07. 62,862 56,478 181,769 233,750 1,299,260 1,848,925 5,727,026

Total expenses 181,298,55. 970,82 2,761,29 8,681,310 5,004,304 29,330,345 53,254,78 81,295,584
Program services:

Number of retums. 68,97 12,01 13,941 21,152 5,531 12,293 3,105 936

Amount............... 151,667,591 681,731 2,497,25 7,038,939, 4,060,906 23,828,835 43,538,281 70,021,639
Management and gener:

Number of returns.. 59,731 11,056} 11,05 17,787 5,634 10,681 2,708 807

Amount 27,424,761 287,403 262,30 1,424,510 807,742 4,721,594 9,080,271 10,740,938
Fundraising: ‘

Number of returns.. 17,52 961 1,922 6,249 1,843 4,766 1,316 462

Amount 1,6561,03 175 1,695 98,525 35,201 632,016 431,001 450,841
Payments to affiliate:

Number of return: 3,113 480 480 1,442 102] 496 85 26

Amount .. 555,154 3. .38 119,334] 454 147,898 205,231 82,164

'Excluding Private Foundations.
Note: — Indicates Not Reported.
Detail may not add to total because of rounding.
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Table 2. — Returns of Tax-Exempt 501(C)(3)' Organizations with Selected Income and Balance Sheet Items, by State, 1982
{All figures are estimates based on samples — money amounts arei_nthousands of dollars)
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Selected Receipts

Total Contributions Received Direct Public Support Indirect Public Support Govermment Grants
Number Number Number Number
Number of Tota) of of of
State Returns Receipts Returng Amount Retumns Amount Returns Amount Retums Amount
) (] ®) 4 5) ©) @ ® ®) (10)

United States, total. 75,741(196,305,702 60,026/ 41,272,738 55,388( 17,293,90 13,360, 4,798,24 24,190} 19,180,588
Alabama... 419 1,898,335 357| 516,09 253 128,450 140 33,674 352,968
Alaska .. 74,640 10,64 4 1,282 — — 9,362
Arizona . 1,364,801 51 579,742 514 330,78 5 1,161 247,795

Arkansas 838,613 16 86,427 166, 51,961 108; 29,08t 3
California 21,097,305 6,49 3,879,449 6,205 1,968,533 414 373,941 1,86 1,536,976
Colorado .. 1,926,535 668 204,724 668 173,741 15 38,087 82,891
i 3,148,985 74 311,861 742 258,11 1 16,541 37,203
515,745 1 35,192 13 31,51 3| 1,693 1,985
5,946,281 2,34 1,143,449 1,860 504,851 42! 327,120] 1,103 311,479
2,664,739 1,02 626,942 1,018 287,19 259 64,460| 275,284
507,093 62,075 21 27,27 4 13,173 21,632
448,756, m 266,371 110) 40,894 99 225,378
4,027| 5,058,665] 3,979 1,322,800 1,690 910,577 2,25 2,825,289
2,071 1,109 36,65. 50, 13,040f 1,491 686,996
829 827 127,875 15: 9,505 131,959
51 513 77,56 4 515 93,675
Kentucky 1,72 1,243 247,153 490| 8,932 1,029 66,411
Louisiana 614 509 x 4 8,233 133,803
Maine ...... 6! 21 29,468 4 1,677| 3,806
Maryland (incl. D.C)}. 1,103 1,097] 507,109 131 235,212 1,238,696
Massachusetts 2,47 2,466 916,139 21 11,322 1,433 1,755,192
Michigan ... 1,629 1,621 296,27 244 27,881 234,489
Minnesota. 1,39 1,386 225,23 123 91,87 254,586
Mississippi 591 5664 49,423 485 26,191 36,928
Missouri ... 611 604 327,084 165| 63,874 341,946
Montana... 1 12 5,433 3 56 1,128
Nebraska 28 27] 58,777| 104 5,624 11,705
Nevada .... 3 3 5,08 —_ — 198
New Hampshire . 313 311 99,598 106; 1,350 3,156
New Jersey . 1,720] 1,670] 245,869 863 166,165 311,340
New Mexico. 1 9 8,09 3 2,417 3,338
New York.... 5,10 4,453 2,774,399 rall 1,260,223 2,781 1,586,329
North Carolina. 2,113 2,008 507,575 605§ 117,980f 1,30 519,478
North Dakota 13] 13 10,935 1 161 307
Ohio........... 3,265 2,669 592,581 1,417 375,397 1,348} 1,915,931
Oklahoma ... 72 723 460,68, 7 4,73 11,127
Oregon .... 1,723 1,72 190,49 210 21,957 14,052
Pennsyivania 4,41 4,40, 818,670 1,167 94,052 1,485 768,688
Rhode Istand 1,029 1,027| 89,07 7] 49,001 49, 15,025
South Carolina. 77 76| 91,913 48] 11,193 21,780
South Dakota 319 319 13,69 — — L 846
939 937 505,469 70 70,008] 134} 165,375
2,94 2,835 1,329,85 814 94,117 1,608] 645,194
4 o 1 7 1 262
5 57| 12,557 1 51 8 2751
Virginia 4,051,056] 1,565| 1,561 505,61 25 26,209 384 531,391
Washington 2,851,041 21 1,632 147,758 118, 5,540f 505 354,999
West Virginia 1,443,892 21§ 114 29,875 9 10,710} 114 109,349
Wisconsin . 3,248,269 1,138 1,133 336,864 641 52,496 27 11,408
Wyoming .. 2,842 1 1 97 — — 1 58
FOreign .....oooiiiiiiiii e 3,099,050 47| 186,95 13 120,929 39 1,263,169

Footnote(s) at end of table.
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Table 2. — Returns of Tax-Exempt 501(C)(3)' Organizations with Selected Income and Balance Sheet Items, by State, 1982 —

Continued
[Al figures are estimates based on samples — money amounts are in thousands of dollars}
Selected Receipts — Continued Selocted Expanses
Mambership Dues and ’
Program Service Revenue Assessments Program_Service Fundraising
Number of Number of Number of Number of
State Returns Amount Returns Retumns Amount Retums Amount
(1) 2 (13) (16) (17 (18) (19)
United States, total 45,824] 124,373,341 19,437 68,982| 151,667,594 17,521 .1,651,037
Alabama. 311 13. 403 1,496,973 12,272
Alaska 486 60,749 68
Arizona .. 369 1 519 1,017,45 14,652
Arkansas 1 1 617.,8! 8,451
California ... 2,67 6,0 16,280,4 214,699
Colorado ... 7 673 1,492,709 19,544
Connecticut 489 1,33 2,438,45/ 28,366
Delaware 5 1 1,127
Florida . 104 2,35 4,542,601 23,669
Georgia 483 1,02 1,909,2 20,324
Hawali . 1 23] 347,631 1,461
—_ " 406,5! 793
220, 4,231 12,188,441 243,051
490| 2,23 3,479,391 13,858
253 871 1,117,24 11,801
4 51 843,40 3,129
527 1,38 1,281,17 16,954 .
2 131 1,036,98! 2,288
1 63, 425,95 2,493
Maryland (incl. D.C, 793 1,69 5,752,798 50,659
Massachusetts 590| 3,919 7,447,5! 98,713
Michigan ... 223 3, 4,753,83. 24,822
Minnesota 591 1,399 2,100,931 16,690
Mississippi . 43 59 1,038,671 6,161
Missouri .... 587 21 3,498,4! 24,346
Montana.... 1 1 250,253 848
Nebraska 3 31 569,81 10,421
Nevada —_ 104,20 —
New Hampshire 1464 31 485,80 9,427
New Jersey 3,175,808 404] 1,82 3,403,45! 38,040
269,648 —_ 288,79 1,120
New York.. 13,481,064 3,66 5,3 22,702,38 367,680
North Carolina 3,001,840 3 2,11 3,689, 16,522
North Dakota 474,570 — 1 389,61 380
Ohio == 6,305,390}~ — = —3,375|——7,863,533|— 29,639
Oklahome. 1,187,006 1,10 - 1,181,529 7,458
Oregon ..... 1,363,428 1,771 1,306,039 12,004
Pennsyivania . 11,462,890| - 5,439 11,796,32 66,579
Rhode island 673,877 1,03 770,659 5,411
South ‘Carolina . 562,635 8 569,824 3,087
South Dakota 737,12 3 683,04 603
Tennessee. 2,137,860 1,42! 3,117,770 37,595
Texas 4,446,011 3,163 5,259,219 83,445
Utah.... 526,599 597,188 377
Vermont . 378,340 58 325,040 1,315
Virginia .. 2,545,213 1,568 2,863,791 48,024
Washingto 2,143,26 2,601 2,225,67 9,667
West Virginia. 554,081 65 693,208 14,584
Wisconsin .. 2,445,61 1,038 2,403,36! 8,382
Wyoming ... 80’ 1 89 8
FOroign .....overvveniiiinininiciesieriiiieeeernt et e s e 971,79 6 2,166,53: 15,050

Footnote(s) at end of table.
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Table 2.— Returns of Tax-Exempt 501(C)(3)' Organizations with Selected Income and Balance Sheet Items, by State, 1982 —

Continued

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

Information ltems

37

Total Fund Balances/Net Worth

Total Liabilities, Fund Balances/Net
Worth

Total Total Number of Number of
State Assets Liabilities Retuns Amount Returns Amount
(20) (21} (22) (23) (24) (25)
United States, total 279,638,065 [ 116,777,53! 75,585 162,860,531 75,741 279,638,067
Alabama 3,079,509 1,213,953 1,865,556/ 9,078,509
Alaska .. ,569 88,02 57,641 ,569
Arizona . 2,098,088 1,121,66 976,421 2,098,088
Arkansas .. 1,219,43 356,83 862,600 1,219,432
California . 22,810,892 8,150,689 8,59 13,660,231 22,810,926
Colorado .... 2,373,756 783,46 1,580,29. 2,373,758
Connecticut. 5,814,001 1,282,20; 1,33, 4,621,79f 5,814,001
Delaware .. 1,313,85 285,17 1,018,68! 1,313,869
Florida .. 7,681,815 2,872,643 2,3 4,809,17 7,681,815
Georgia. 4,442,99! 1,0988,55! 1,08 3,346,441 4,442,885
Hawalii... 1,088,071 300,103 707,97 1,098,076
Idaho. 473,151 137,63 335,521 473,168
Wliinois 15,453,68! 6,897,201 4,348 8,456,48 15,453,685
Indiana.. 6,651,383 2,542,771 M 3,308,82: 6,851,393
lowa .. ,863,5! 1,072,156 1,761,384 2,869,650
Kansas . 1,274,871 473,331 801,541 1,274,671
3,086,279 942,261 1,876 2,113,803 8,066,279
2,168,869 816,011 1,343,059 2,168,969
M 969,413 600,995 468,41 969,413
M 8,701,568 3,332,280 1,685 6,369,28 8,701,567
Massachusetts 18,701,76! 4,275,22 3,88 11,426,641 15,701,769
Michigan 7,720,103 3,394,11 3, 4,334,098 7,729,103
Minnesota. 3,770,201 1,684,843 1,39 2,176,3 3,770,201
Mississippi 1,661,676 683,383 1,068,31 1,651,675
Missour! ... 6,015,087| 2,846,760 2,21 4,268,327| 6,815,087
Montana 376,03 200,58 175,458 376,039
Nebraska.. 1,707,79 683,361 1,024,433 1,707,764
Nevada . | 171,861 84,390 87,275 171,666
New Ham| | 1,388,684 378,17 1,010,46 1,388,646
New Jorsay . 8,069,47 3,473,158 1,81 4,696,323 8,089,478
New Mexico. 846,321 340,32 206,981 648,326
Now York.... 53,864,156 36,743,801 6,95 17,810,343 63,564,162
North Carolina . 6,450,80 1,321,456 2,08 4,120,44/ 5,450,002
North Dakota 669,66 338,005 231,47, 668,668
Ohio .. 12,202,209 4,740,290 3,861 7,461,80! 12,202,203
Oklahoma . 3,734,541 1,014,07 1,107 2,720,473 3,734,548
on ... 2,108,047 1,047,72 1,779 1,060,320 2,108,049
Penngylvania 18,966,845 8,707,17. 6,651 12,249,673} 18,856,845
Rhode Island .. 1,508,330 384,08 1,030} 1,126,248] 1,600,330
South Carolina, 1,311,4 444,779 8 866,71 1,311,404
South Dakota .. 1,260,068 766,353 504,705 1,260,058
Tennessoo 4,6186,68! 1,648,280 1,427 2,968,405 4,616,685
Toxas . 12,023,3 3,714,071 3, 8,308,286 12,023,368
Utah .. 1,128,12 384,6 43,654 1,128,122
Vermont ... 661,823 148,26’ 613,65 661,823
Virginia........ 4,871,30 1,284,811 1,566 9,636,40 4,871,302
Wasghington .. 3,016,870 1,290,808 2,603 1,728,081 3,019,870
1,696,77. 806,311 880,48 1,685,772
6,151,87 1,857,24 1,144 3,284,73 6,151,979
21, 403 20,865 268
4,681,03 1,137,74 3,543,289 4,681,032

'Excluding Private Foundations.
Notes: — Indicates Not Reported.
Oetall may not add to total because of rounding.
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Size of Total Revenue, 1982

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

Nonprofit Charitable Organizations, 1982
Table 3. — Returns of Tax-Exempt 501(C)(3)' Organizations with Total Revenue: Assets, Llabilities, Revenue and Expenses by

Size of total revenue
Negative, zero or| $1 under $25,000 under $100,000 under | $500,000 under | $1,000,000 under | $10,000,000 or
Items Total not reported $25,000 $100,000 $500,000 $1,000,000 $10,000,000 more
(1) @ [&)] 4 5) 6) @ ®)
Retumns of 501(C)(3) organizations. 75,738 568 1,110 29,054 22,090 6,709 12,834 3,370
Total assets 279,638,066 648,598 309,030 3,104,449 9,347,210, 8,129,157 54,739,811 203,359,808
Cash (Nor-interest bearing):
Number of returns 65,144 568 1,006 22,600 20,323 6,308 11,685 2,652 |
Amount 4,914,338 12,6201 7,451 204,354 510, 296,469 1,187,571 2,695,223
Savings and temporary cash investmen i {
Number of retums 52,5564 567] 628 20,9521 14,051 4,67 9,205] 2,474
Amount.............. 20,341,904 20,129 34,158 675,902 1,521,979 790,15 4,913,83 12,385,750
Accounts receivable (net):
Number of retumns... 36,759 44 . . 627 6,396] 10,260] 4,973 11,20 3,251 (
Amount 20,727,742 1,288 2,136 205,566 357,316 159,37 3,311,34. 16,690,714
Pledges receivable (net):
Number of returns 4,266 2 1 —_ 1,447] 25, 1,890 674
Amount 3,036,460 - 1,108] — 63,879 117,412 1,322,646 1,531,413
Grants receivable:
Number of retumns... 6,036 —_ — 1,442 1,647 _ 2,441 506 .
Amount 1,565,944] _ —_ 9,966 52,164 - 826,609 677,204
Receivables due from officers, directors, trustees and
key emloyses:
Number of retumns 1,794 — —_ — 961 44 514 275
Amount 129,003 - —_ _ 8,912 4,470 9,973 105,647
Other notes and loans receivable (net): .
9,152 —_ 48 1,209 2,195 812 2,997 1,453
Amount .............. 5,824,257 — 26,691 17,446 162,448 67,166 1,642,407 3,908,096
inventories for sale or u: 5
Number of returns 19,035 1 480| 3,845 4,918 1,716 5,398 2,674
Amount ... 2,826,729 231 1,159| 69,304 94,770, 44,062 777,776 1,839,425
Prepaid expenses and deferred charge J
Number of retums: 23,83 44 103 2,928 7,792 2,404 7,97 2,584
Amount 1,860,943 766 142 58,635 105,901 20,939 305,763 1,368,794
Investments-securities: o
14,773 44] 2 3,018 2,682 2,401 4,641 1,983
69,745,075 13,8251 3,194] 462,169 1,225,799 1,446,811 11,918,014 54,675,260
Investments-land, buildings and equipment (minus
accumulated depreciation):
Number of returns 6,320 R — 2,025 1,681 92 1,136 552
Amount ... 6,039,810 1,079 — 108,342 473,92 447,75 1,227,896 3,780,814
Investment-other: .
.Number._of_returns _ 6,80: —1 —_ _583——~ 27 - 39 —1,82! 1,264 =
Amount 17,970,993 963 — 1,673 483,078 23,947 2,103,4 15,357,863
Land, buildings, and
depreciation):
Number of retumns... 41,27 87 62 10,857} 11,303 10,11 3121
Amount 107,076,53; 596,326 . 226,693 1,026,924 3,935,190 22,622,063 74,736,500
Other assets: .
Number of returns 32,739 86| 52 10,435 8,417 7,49 2,664
Amount ... 17,578,32 1,369 6,284 264,163 351,195 2,570,44f 13,607,100
Total liabilities. 116,777,538 631,28, 259,370 1,277,319 3,259,256 17,877,19 90,584,175
Accounts payable and accrued expenses:
Number of returns... 49,336; 8 146 12,749 15,077 12,133 3,314
Amount 15,607,320] 11,77 2,957] 145,988 387,849 2,728,58 12,060,693
Grants payable:
Number of retumns... 4,571 — - 961 1,749 1,576 179
Amount ................. 2,326,238 — —_ 6,45! 167,948 788,406 1,277,889
Support and revenue designated for future period:
Number of retums... 11,200 43 3,365 3,309 2,960 541
Amount 3,414,470 —_ 794 53,342 182,943 1,331,696 1,808,371
Loan from officers, directors, trustees and key
employees:
Number of retums... 2,143 - —_ 961 96. 193 24
Amount 278,609 — —_ 29,324 3,555 136,637 108,779
Mortgages and other notes payable:
Number of returns 24,249 87] 148 6,498 6,41 5,110 2,725
Amount 51,845,471 618,402 241,461 842,757] 2,215,898 8,698,675 37,011,614
Other liabiliti
Number of returns 44} 45 6,498] 9,20 8,104 2,669
Amount 1,101 14,15 199,451 301,05 4,183,193| 38,316,826
Total fund balances/net worth: - o
Number of returns. 568, 1,110/ 29,054 22,001 12,733 3,320
Amount 17,3164 | 1,827,129 6,087,95 36,862,61 112,775,633 -
Total liabilities and fund balances/net wortl
Number of returns. 568 1,11 29,054 22,080 12,834 3,370
Amount .... 648,598 309,03 3,104,448 9,347,212 54,739,811 203,359,808
Total revenue .. —-284,316] 11,52 1,725,52¢{ 5,668,599 37,032,402 147,580,967
Total contributions . o 239 4,994 659,378 2,713,353 16,176,374 20,031,874
Contributions, gifts and grants received through direct
public support:
Number of returns .. 44 1,008] 19,408 17,694] 5,007 9,320] 2,815
239 3,992 466,783 1,128,805 795,240 5,904,118| 8,994,619
Contributions, gifts and grants received through
indirect public support:
Number of returns .. -_ — 3,089 3,659 2,133 3,593 885
- - 37,431 280,345 268,994 898,801 3,312,677
Contributions, gifts and grants received through
government grants:
Number of returns — 43| 6,351 7,912 1,736 6,720] 1,430
Amount... —_ 1 .00% 155,163 1,304,103| 622,287 9,373,454 7,724,577

Footnote(s) at end of table,



Nonprofit Charitable Organizations, 1982 39

Table 3. — Returns of Tax-Exempt 501(C)(3)' Organizations with Total Revenue: Assets, Liabllities, Revenue and Expenses by
Size of Total Revenue, 1982 — Continued

{All figures are esti based on ples -— money amounts are in thousands of dollars]
——ere—emt—————— i
Size of tota) revenue
Negative, zero or $1 under $25,000 under $100,000 under $500,000 under | $1,000,000 under | $10,000,000 or
I!aL‘r_n Total not reported* $25,000 $100,000 $500,000 $1,000,000 $10,000,000 more
’ ) @ ©) “) &) ©) (U] ®
sefvice revenue:
Number of retums. 45,821 523 43 12,809 15,455 5,103 8,926( 2,860
Amount . 124,373,343 115 103] 414,059 1,738,059 1,954,15 15,930,438 104,336,413
Membership dues and
Number of returns. 19,438 _ 480] 10,780, 4,971 701 2,296] 206
2,476,708} — 7 263,91¢ 312,938 135,42! 690,061 1,074,287
interest on savings and porary cash i
Number of retums 55,14¢{ 567 62! 20,849 15,2801 5,257 9,860 2,701
....... - . 3,371,805 4317} 3,483 80,841 183,460] 157,657 796,296 2,145,748
Dividends and interest from securities:
Number of retums. . 12,517 — —_ 3,703 2,953 1,154 3,331 1,374
Amount .. 5,102,388] -— —_ 42,294 142,669 102,334 946,333 3,868,757
Gross rents:
Number of retumns. 12,216 567 147 2,651 4,104 842 2,574 1,328
1,298,963 79,312 43,096 27,218 418,544 77,818 219,453 433,516
Rental expenses:
Number of returns 5,69 567 147 1,485] 1,611 49 1,107] 727
Amount ...... . 781,03, 96,280; 47,587 22,757 271,420 7,584 90,773} 244,627
Net rental income (loss):
Number of returns. 12,206 567 147] 2,651 4,104 3 842 2,573 1318
Amount 517,931 - 16,967 - 4,491 4,461 147,124 70,235 128,679 188,889
Other investment income:
Number of returns. 2,266 - 1 68 248 194 813 322
Amount ...........uuee 996,394 —_ 482 1,679 9,5751 1,214 120,883 862,559
Gross amount from sale of assets-securiti
Number of returns. ) 5,877 - - 614 1,430 533 2,420 878
A . . crerereresenansanensd 35,047,624 —_ —_— 107,605 345,151 293,994 4,368,127 29,832,745
Cost or other basis and sales expenses-securi
Number of return: 5,627 - —_ 614 1,430 533 2,275] 774
Amount 32,374,860, -— —_ 114,91 2 336,67 259,504 4,060,785 27,602,983
Gain (loss)-securities:
Number of return: §,877] - - 614] 1,431 533, 876
Amount ................ 2,672,764 —_ _ ~7.307| 8,47 34,490] 2,329,762
Gross amount from sale of other assets
Number of returns 480] 4808 —_ 1,765 458 1,060
Amount .........cceeeee 158,754 937] —_ 53,9 61,460 724,376
Cost or other basis and sales expenses-other assets:
Number of retums.. 4804 —_ — 83; 35 825
Amount 431,819 —_ —_ 9,863 28,641 430,589
Gain (loss)-other assets:
Number of returns.. 480 480] - 2,246 454 1,081
Amount . - 273,064 937] — 43,9971 32,818 293,787
Total gain (loss) from sale of assets:
4801 480 614 2,948| 086 1,657
- 273,084 937 -7.307| 52,472 67,309 2,623,549
43 1 8,274 3,747 2,099 230
44 3,306 238,048 251,234 309,188 229,501
43} 1 7,313 3,061 1,792 201
k! 3,303 126,336 115,340] 122,013 60,132
Net income (loss):
Number of retums.. 43 1 8,377 3,747 2,099 222
- 6 3 11,711 135,893 187,174} 169,368
Gross sales minus retumns and allowances:
1 961 4,050] 4,770 1,348 829
5,869 27,098] 105,385 222,204 142,413] 6,184,169
Cost of goods sold:
Number of retumns i . 961 3,569 4,769 1,142 683
A t....... 6,213 21,544 59,393 151,45 133,439 1,865,302
Gross profit (foss):
Number of retuMS.........cccoeeeiiiiiiiiiineninninecreerininees 1 261 4,050 4,77 1,348 828
Amount .. - 244 5,554 45,991 70,75, 8,979 4,218,866
Other revenue:
Number of retums.. 524 1 11,467 11,177 4,013 2,465
1,280) 398§ 108,399 162,297 199,989 8,060,653
Total BXPONSES .......coiiiiiieciini e e 7,917 9,420 1,657,860 5,164,421 4,247,539 33,777,958 136,433,435
Program services:
Number of returns.. 567 262 25,440 19,587 6,515 12,658 3,247
914 8,980 1,231,813 3,914,989 3,350,703] 27,995,724 115,164,454
Management and general:
Number of retums.............cc.ooeiniiiinnininineneecennennnn 52 21,594 17,698 6,368 10,821 2,724
11| S 6,97 388,647 1,0:1,003] 801,427 5,072,081 20,074,638
Fundraising:
-— 1 4,531 5,574 2,151 4,035 1,228
_ 39 37,399 61,843 80,72 524,439; 946,239
480 48 - 730 68 655} 80
32| 3 —_ 106,585 14,683 185,712 248,102
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Recelved, 1982

Nonprofit Charitable Organizations, 1982
Table 4. — Returns of Tax-Exempt 501(C)(3)! Organizations with Total Functlonal Expenses by Size of Total COntrIbutlons

[All figures are esti based on plas — money amounts are in thousands of dollars)
B Ske of total contributions received
Negative, zero or $1 under $25,000 under $100,000 under | $500,000 under | $1,000,000 under [ $10,000,000 or
fterns ToEI not ed $25.000 $100,000 $500,000 $1,000,000 $10,000, more
(1) @ (] @) 5 (] m (8)
Retumns of 501(C)(3) retums 75,738, 157 17,400 15,4664 3,795 8,700] 435
Total functional expenditures... 180,777,080! 26,960,95! 10,588,623 14,869,689} 17,248,418 49,291,993; 29,483,835
Total grants and allocations: :
Number of returns 16,443 2,51 6,343 1,859 1,300 325
Amount 7,864,708 308,92 202,712 121,870] 2,214,537 4,377,475
. Total specific assistance to individuals:
* Number of returns 4,704 484 586; 1,173 21
Amount 8,838,154 7,884,490] 8,851 18,022 208,154
Total benefits paid to or tor members:
Number of returns 1,634 503] 484/ 485 8
Amount.........oos 312,553 136,123] 21,92 85,590] 47,049
Total compensation of officers, directors:
Number of returns. 23,111 4,307 3,839 5,043 321
Amount 1,406,08! 214,236 102,0 205,93 99,228
Total other salarles and wages:
Number of returns. 55,3 9,741 10,443} 11,07 . 412
. Amount’ 70,251,863 6,493,381 4,694,554 6,486,22; 11,170,797
Total pension plan contributions Co -
Number of returns. 17,37 1,687| 1,914 3421 341
AMOURL ..ovvvvinrinn 2,436,361 203,25 111,82 203,206, 513,659
Total other employee benefits: -
Number of returns. 37,17 4,853 §,38 6,459 365
Amount 5,704,18: 601,23 291,435 624,99 856,603
Total payroli taxes:
Number of returns. 42,751 8,173 7.412 8,085 348
Amount 4,026,937| 320,780 204,021 381,86 661,010
Total profossional fundralging fees:
Number of returns. 1,841 48 . 140
Amount 69,40 -] 1,08, 95 16,392
Total accounting fees:
Number of returns. 43,411 9,601 9,229 7,014 327
Amount 378,191 53,563 26,630 34,86 23,378
Total legal fees:
© Number of returns. 20,110 5,326 3,379 3,3 307
Amount . 370,98 50,28 26,21 33,184 39,351
Total supplies:
Number of returns. 67,5 9,403 12,37 11,7 - 376
Amount 14,009,708 _1,287,50! 1,148,197| _ 1,457,27. 1,711,485
" Total télephone: T . ‘
* Number of returns. 66,479 12,30 10,910} 3,369 5,021 360
Amount ....... ITTPINON 1,282,037| 70,20 89,327| 128,523 426,059 241,826
Totat postage and shipping: . '
Number of returns.... 45,39 10,734]. 8,72 2,83 4,35 345
596,80 27,841 28,403 36,310 201,25 158,530
Total occupancy:
Number of returns........... 38,0 - 5,803 8,671 2,401 5,26 342
......... 4,117,02 139,43 373,031 339,103 1,669,681 726,027
Total equipment rantal und malntenanoe‘
Number of returns.. 38,603 7,063; 8,83, 2,8 4,819 343
Amount ...... ITTHTITTN 2,243,87 116,007| 181,830) 218,12 648,961 512,908
Total printing and publications: i .
Number of returns.... 41,312 7,201 8,30, 2,376 3,850] 333
Amount 1,073,817, 21,368 66,531 60,298 337 827, ‘267,122
Total travel:
Number of returns.... 44,846 8,182 8,05 " 2,963 5,630} 359
Amount 1,350,348 43,08 66,624 80,60 477,954 409,849
Total conferences, conventions and meetings:
Number of returns, 27,008 6,861, 4,187, 1,303 2,779 272
* Amount 368,610 17,23 30,022 26,141 86,749 51,360
Tota! interest: . .
Number of retumns.... 23,881 5,61 4,001 1,149 2,558 272
Amount 3,426,471 312,043 346,666/ 330,878 684,777} 350,858
Total depreciation, depletion:
Number of returns. 31,82, 5, 62 6,859 2,018 3,920} 316
Amount 4,003,864 411,28 606,86 668,813 1,169,72! 363,603
Total other expenses: . )
Number of retums. 73,17 186,34 - 14,880 3,749 6,6l . 433
Amount 45,547,85! 2,604,80: 3,646,406 4,148,086 11,859,41 8,777,261

'Excluding Private Foundations, . !
Note: — iIndicates Not Reported
Dotall may not add to tmal bocauu of roundlng




Individual Income Tax Rates, 1983

By Daniel Holik"

The Economic Recovery Tax Act of 1981
introduced major changes in the rate schedules
used to compute individual income taxes,
providing for annual cuts in tax rates through
Tax Year 1984 [1]. Individual income tax rate
data for Tax Year 1983 reflect the impact of
the third year of tax rate cuts [2]. The
average tax rate on returns that showed a tax
fell from 15.4 percent of adjusted gross income
(AGI) for 1982 to 14.4 percent for 1983 (Figure
A). The average total income tax reported per
return for 1983 was $3,514, a $90 decrease from
1982, as shown in Figure B.

(5 percent) from Tax Year 1982 to Tax Year
1983. For further information on the number of
returns, income tax, and average tax by size of
AGI, see Table 3 of the Selected Statistical
Series at the end of this report.

CALCULATION OF TAXES FOR 1983

For Tax Year 1983, taxpayers used one of four
different tax rate schedules [4], depending on
the taxpayer's filing status. There were
separate schedules for: married persons filing

joint returns [5]; married persons filing

The AGI class of the median taxable return returns  separately  from  their  spouses;
for the 1983 statistics remained the same as individuals qualifying as heads of households;
for 1981 and 1982--between $17,000 and $19,000, and single  individuals. Each  schedule
even though the adjusted gross income reported contained rates ranging from O through 50

on taxable returns [3], rose by $91.4 billion

Figure A.--Taxable Returns:
Average Tax Rate, 1979-1983

percent [6].

Adjusted Gross Income, Total Income Tax, Average Total Income Tax, and

Tax year
Item

1979 1980 1981 1982 1983

(1) (2) (3) (4) (5)
Total number of returns............. 92,694,302 | 93,902,469 | 95,396,123 | 95,337,432 | 96,321,310

Taxable returns:

Number of returns.................... 71,694,983 [ 73,906,244 | 76,724,724 |77,035,300 |78,016,323
Adiusted gross income {(billions)..... $1,402 $1,556 $1,721 $1,804 $1,895
Total income tax (billions).......... 214 250 284 278 274
Average total income tax (dollars)... 2,992 3,387 3,703 3,604 3,514
Average tax rate.........c.eiiiiainn 15.3% 16.1% 16.5% 15.4% 14. 4%
NOTE: The average total income tax per return and average tax rate were calculated before rounding.

Average tax rate was computed as a percent of adjusted gross income.

*Individual Returns Analysis Section.

Susan Hostetter, Chief.

Prepared under the direction of
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4_2 Individual Income Tax Rates, 1983

Figure B.
Taxable Returns: Average Tax Rate and
Average Total Income Tax, 1979-1983
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The application of different tax rates from a
schedule to a particular return is illustrated
in Figure C, which shows how tax was calculated
for 1983 for a married couple filing a joint
return with a $22,000 AGI. Taxpayers who filed
Jjoint returns for 1983 had a tax rate of zero
percent applied to the first $3,400 of taxable
income [7,8], a rate of 11 percent applied to
the next $2,100, a rate of 13 percent applied
to the next $2,100, and so forth.

Figure C.--Calculation of Tax, Joint Return With
Income Subject to Tax at Regular Rates, 1983

Adjusted gross income .......... reeaens $22,000
Exemption amount (2 X $1,000) .......... -2,000
Taxable income........... Cereeeereeneaes $20,000

Derivation of Tax Computed
from the Tax Rate Schedule:

First $3,400 taxed at 0% ...vovvennrnnnn $0
Next $2,100 taxed at 11% ...... ceseesen 23
Next $2,100 taxed at 13% .....cccvunn. . 273
Next $4,300 taxed at 15% vocveevevnnnn. 645
Next $4,100 taxed at 17% ..vvvvevnnnnnn 697
Next $4,000 taxed at 19% ......evvune.. 760
$20,000
TAX vieeeeusnensncoennensesnsnsnnnnnnas $2,606

To simplify tax computation and reduce errors,
taxpayers with 1less than $50,000 of taxable
income and who did not "income average" were
required to use the 1983 Tax Table instead of
the tax rate schedules to determine tax. The
tax shown in the Tax Table is equal to the tax
on the midpoint of the income bracket, as
calculated from the appropriate tax rate
schedule, rounded to the nearest whole dollar.
According to the 1983 Tax Table, the tax for
married taxpayers filing a Jjoint return with
$20,000 to $20,050 of income was $2,611. Note
that in this example, the Tax Table tax shown
is greater than the tax computed from the tax
rate schedule (Figure C), since the tax table
tax was computed on the midpoint ($20,025) of
the $20,000 to $20,050 income bracket.

The regular and income averaging methods of
tax computation were the only methods of tax
computation available for Tax Year 1983 [4,
8]. Choice of the income averaging computation
permitted part of an unusually large amount of
income for 1983 to be taxed at lower rates,
thus resulting in a lower amount of tax due
than would have resulted if taxpayers had
computed their tax using the regular method.
If the income averaging computation was used,
the dincome tax before credits had to be
computed from the tax rate schedules rather
than the Tax Tables.

Marginal Tax Rates

As shown in Figure C, a particular return can
have portions of income taxed at different
rates. However, each return has only one
marginal tax rate, which is the highest tax
rate applied to that return. In Figure C, the
taxpayers had portions of income taxed at six
tax rates ranging from O percent to 19 percent.
The marginal tax rate is the highest rate used,
in this instance 19 percent.

Marginal tax rate data for Tax Year 1983 are
presented in Tables 1 and 2 [8]). Returns are
classified by two different methods in Table 1.
In columns 1 through 9, a return is classified
by the marginal or highest rate. For example,
Table 1, 1line 7, column 1, shows that there
were 1,187,845 returns for which the marginal
tax rate was 18 percent, while columns 5 and 6
show that, for these returns, the amount of tax
generated at the 11 through 18 percent rates
totaled $1.3 billion and the amount of tax
generated solely at the marginal rate of 18
percent totaled $0.3 billion. (Note that
dollar amounts presented in this section and in
the tables were rounded during statistical
processing.) In columns 10 through 12, a
return is classified by each rate that
generated a tax. For example, line 7, columns
10, 11, and 12, shows that 4,114,060 returns
had income taxed at the 18 percent rate; $10.8
billion of this income was taxed at the 18
percent rate and $1.9 billion of income tax was
generated at the 18 percent tax vrate,
respectively.

The amount of tax generated by each specific
tax rate, ranging from 11 to 50 percent, as
well as the corresponding number of returns and
the amount of income subject to tax, are
presented in Table 2. These data are
classified by size of AGI. For example, line
9, columns 1, 7, 8 and 9, show that of the
4,967,333 returns with an AGI between $14,000
and $16,000 and with income subject to tax,
4,942,255 returns had a portion of income taxed
at the 11 percent rate (just to pick one
rate). These 4,942,255 returns had $8.2
billion of income subject to tax at the M1
percent rate, which generated $0.9 billion of
tax.

Definitions

Individual income tax concepts are complex,
and complete definitions of all tax concepts
are beyond the scope of this article. Extensive
definitions of the technical terms used in this
article and tables--for example, taxable
income, tax generated and income averaging, may
be found in the Statistics of Income report for
1983. The following 1list presents brief
definitions of the major tax concepts discussed
in this article.
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Adjusted Gross Income.--Adjusted gross income
(AGI) “was computed by subtracting statutory
adjustments (primarily business, investment or
employee-related deductions, such as payments
to an IRA), from total income recognized under
the tax code. Total income, in turn, included
only the net amounts from salaries and wages,
business income, capital gains, rents,
royalties, etc. ‘

Total Income Tax.--Total income tax was the
sum of fincome tax after credits and the addi-
tional tax for tax preferences {primarily the
alternative minimum tax).

Average Tax Rate.--The average tax rate pre-
sented in this article was the ratio of total
income tax to AGI.

Marginal Tax Rate.--The marginal tax rate was
the highest tax rate applied *o any portion of
income from a return.

Income Subject To Tax.--Income subject to tax
was the technical term used to describe the
actual tax base computed for the statistics.
For taxpayers using the regular tax computation
method, income subject to tax was identical to

The following table . presents approximate
coefficients of variation (CV's) for frequency
estimates. The approximate CV's shown here are
intended only as a general  indication of the
reliability of the data.

For a number other fhan those shown, the

corresponding CV's can be estimated by inter-
polation.

~ Approximate

Number of Returns Coefficient of Variation
7,123,800 . 0.02
1,139,812 - ©0.05
285,000 L 0.10
71,200 : ; 0.20
31,700 0.30
11,400 . . - < 0.50

1

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 Appendix.

—— taxable—income”—(AGl—less—the—personal—

exemption amount and allowable  itemized
deductions). For taxpayers using the income
averaging method, income subject to tax was
specially computed for the statistics by
working backwards from the tax and imputing an
income from the tax reported as 1if income
averaging had not been used. :

Tax Generated.--This was the tax computed
from the tax rate schedules on the amount of
income subject to tax shown in the statistics.
For most returns (those without one of the
"taxes from -special computations") [9], tax
generated equalled income tax before credits.

DATA SOURCES AND LIMITATIONS

These statistics are based on a sample of
individual 1income tax returns, Forms 1040,
1040A, and 1040EZ, filed with the Internal
Revenue Service in 1984. Returns in the sample
were stratified based on the presence or
absence of Schedule C, Profit {(or Loss) from
Business or Profession; state for which filed;
adjusted gross income or deficit, or largest of
selected sources of income or loss; and size of
business plus farm receipts. Ret