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INTRODUCTION

This pamphlet! contains background information compiled by
the staff of the Joint Committee on Taxation relating to the present
Federal tax system and information about the structure of various
alternative tax systems. It has been compiled in connection with a
retreat of the Committee on Ways and Means held on March 1-3,
1996, to consider issues arising in the context of fundamental tax
reform. This information is being published to make available to
the public the same information provided to the Members of the
Ways and Means Committee by the staff of the Joint Committee
on Taxation.

1This pamphlet may be cited as follows: Joint Committee on Taxation, Selected Materials Re-
lating to the Federal Tax System Under Present Law and Various Alternative Tax Systems,
(JCS~1-96), March 14, 1996.
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A. Overview of Federal Revenue and Spending

The following tables and graphs provide background information
relating to Federal receipts and outlays. The tables include infor-
mation concerning the growth of Federal mandatory spending, the
historic levels of Federal receipts by source, by source as a percent-
age of GDP, and by source as a percentage of total revenues. In ad-
dition, specific information is provided with respect to estate and
gift tax receipts and excise tax receipts.



A-1.--Growth of Mandatory Spending in the Federal Budget

1963 - 1973
Mandatory Spending Mandatory Spending
29.6% 45.0%
Entitlements

38.0%

Entitlements
22.7%

Net Interest

7.0%
Discretionary
70.4%
Discretionary
55.0%
1993 2003
Mandatory Spending Mandatory Spending
61.4% 72.0%
Entitlements Entitlements
47.3% 58.2%
Net Interest Net Interest
14.1% 13.8%

Discretionary
38.6%

Discretionary
28.0%

1983
Mandatory Spending
56.3%

Entitlements
45.2%

Discretionary
43.7%

Source: Bipartisan Commission on Entitlement and Tax Reform, Finai Report to the President, January 1995



A-2.--Projected Fiscal Year 1996 Federal Receipts by Source
($ in Billions)

Individual Income Tax $623.4
441%

Corporate Income Tax $157.4
11.1%

Other $65.1
4.6%

Excise Tax $57.6
4.1%

Payroll Tax $509.3
36.0%

Source: OMB, Budget of the United States, fiscal year 1896



A-3.—Aggregate Federal Receipts by Source, 1890-1994 (nominal dollars)
[In billions of dollars]

ndivi at Excise Other
Year iIn(ﬁn‘;g :;l::l: Payroll tax iﬁng:f: tai t:xes receipts
543.1 4615 140.4 55.2 57.6
509.7 428.3 117.5 48.1 50.0
476.0 413.7 100.3 45.6 55.0
467.8 396.0 98.1 42.4 49.9
466.9 380.0 93.5 35.3 55.5
445.7 359.4 103.3 34.4 47.9
401.2 334.3 94.5 35.2 43.7
392.6 303.3 83.9 32.5 41.9
349.0 283.9 63.1 32.9 40.2
334.5 265.2 61.1 36.0 372 &
298.4 239.4 56.9 374 34.4
288.9 209.0 37.0 35.3 30.3
297.7 201.5 49.2 36.3 33.0
285.9 182.7 61.1 40.8 28.7
244.1 157.8 64.6 24.3 26.3
217.8 138.9 65.7 18.7 22.1
181.0 121.0 60.0 184 19.3
157.6 106.5 54.9 17.5 19.0
131.6 90.8 414 17.0 17.3
1224 84.5 40.6 16.6 15.0
119.0 75.1 38.6 16.8 13.7
103.2 63.1 36.2 16.3 12.0
94.7 52.6 32.2 15.5 124
86.2 47.3 26.8 16.6 10.2
90.4 444 32.8 15.7 9.5
87.2 39.0 36.7 15.2 8.7




A-8.—Aggregate Federal Receipts by Source, 1890-1994 (nominal dollars)—Continued
[In billions of dollars]

Individual Corporate Excise Other

Year income tax P ayroll tax incog)e tax taxes receipts
TOBB oeerieeiiiiiieeerrsirersersrsenseessssssussansarssrserransssssnnesssssass 68.7 33.9 28.7 14.1 7.6
BOBT oeeeeeiiireieeirerrrereeeeseseesessasasassasserererrrrsresesasastnsannanas 615 32.6 34.0 13.7 7.0
1966 o.oeeeeeeereresreeerisrirereesesseeesaeessasssnessesistsibnsstnssasennens 55.4 25.5 30.1 13.1 6.7
19685 o.vveeeerreeseeinesteessressaeraessaesstesnssanssrassreshassbsertenes 48.8 22.2 25.5 14.6 5.8
1984 oveeerveeiiereiaeresraeesarressressssssasssasisessssrsesensassrsaessansens 48.7 22.0 23.5 13.7 4.7
1988 ovveereeicrisreeeresssbessertesestesaessaesstsesaestssbesasssaasrass 47.6 19.8 21.6 13.2 4.4
45.6 17.0 20.5 12.5 4.0
. 41.3 16.4 21.0 119 3.8
40.7 14.7 215 11.7 3.9
36.7 11.7 17.3 10.6 2.9
34.7 11.2 20.1 10.6 3.0
35.6 10.0 21.2 10.5 2.7
32.2 9.3 20.9 9.9 2.3
28.7 7.9 17.9 9.1 1.9
29.5 7.2 . 21.1 9.9 1.9
29.8 6.8 21.2 9.9 1.9
27.9 6.4 21.2 8.9 1.7
21.6 5.7 14.1 8.6 1.6
15.8 4.3 104 7.6 1.4
15.6 3.8 11.2 7.5 14
19.3 3.8 9.7 74 1.5
- 17.9 3.4 8.6 7.2 1.3
16.1 3.1 11.9 7.0 1.2
184 3.5 16.0 6.3 11
19.7 3.5 14.8 4.8 1.0
6.5 3.0 - 9.6 4.1 0.8
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A-3.—Aggregate Federal Receipts by Source, 1890-1994 (nominal dollars)—Continued

{In billions of dollars]
Individual Corporate Excise. Other
Year income tax Payroll tax income tax taxes receipts

0

w

CO0000O00O00000900000
et DO DO ot bt ik et DO COCOCWWNIRONNWWN W

COO0OODOOCOOODOOOOOOO0OOOOCO0O
COOOOODOODOODOOOOOOTCOOOO
COOOOOOOODOOOOOOOOOOCO

e
[y

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
Fis-

Source: Joint Committee on Taxation; Office of Management and Budget, Historical Tables, Budget of the United States Government,
cal Year 1996; and Census Bureau, Department of Commerce, Historical Statistics of the United States, Colonial Times to Present.



A-4.—Federal Receipts By Source, As a Percentage of GDP, 1934-1994

Individual Corporate s
Total re- r Payroll h Excise Other
Year ceipts mfg:‘e taxes mtt:;);ne taxes receipts
18.96 8.19 6.96 2.12 0.83 0.87
18.43 8.14 6.84 1.88 0.77 0.80
18.42 8.04 6.99 1.69 0.77 0.93
18.57 8.24 6.98 1.73 0.75 0.88
18.81 8.52 6.93 1.71 0.64 1.01
19.15 8.62 6.95 2.00 0.66 0.93
18.90 8.34 6.95 1.97 0.73 0.91
19.18 8.82 6.81 1.88 0.73 0.94
18.23 8.27 6.73 1.50 0.78 0.95
18.50 8.43 6.68 1.54 0.91 0.94 ©
18.04 8.08 6.48 1.54 1.01 0.93
18.11 8.71 6.30 1.12 1.06 0.91
19.79 9.54 6.45 1.58 1.16 1.06
20.22 9.65 6.16 2.06 1.38 0.97
19.56 9.23 5.97 2.44 0.92 1.00
19.07 8.97 5.72 2.70 0.77 0.91
18.54 8.40 5.61 2.78 0.85 0.89
18.55 8.22 5.55 2.86 0.92 0.99
17,70 7.81 5.39 2.46 1.01 1.03
18.49 8.11 5.60 2.69 1.10 0.99
18.75 8.47 5.35 2.75 1.20 0.98
18.12 8.10 4.95 2.84 1.28 0.94
18.06 8.25 4.58 2.80 1.35 1.08
17.81 8.21 4.50 2.55 1.58 0.97
19.57 9.18 4.50 3.33 1.59 0.96
20.19 9.43 4.21 3.96 1.64 0.94




A-4.—Federal Receipts By Source, As a Percentage of GDP, 1934-1994—Continued

Individual Corporate s
Total re- s Payroll s Excise Other
Year ceipts mgg;ne taes mg);ne taxes receipts
TOB8 vt b ee bbb e e e e e 18.06 8.11 4.00 3.38 1.66 0.89
1967 ovviiireeireeccervinncreinii vererreenresenesreresarasarins 18.76 7.76 4.11 4.28 1.73 0.88
TOBG ..oviieviiierririrrerieetiiesiisiiis i a s eraesenieans 17.79 7.54 3.47 4.09 1.78 0.91
TOBE oeeiiceieettterrrere s eesteeeses e s e e 1741 7.27 3.31 3.79 2.17 0.86
OGB4 ..ot 18.01 7.79 3.51 3.76 2.20 0.76
L1963 oot rre e e rs s e s abaib s sss s s easesans 18.23 8.14 3.39 3.69 2.26 0.75
TOB2 .oveiiiiiieierriirererneer e serereassseaenbb s e e ne 17.95 8.21 3.07 3.70 2.26 0.72
18.26 8.00 3.18 4.05 2.29 0.73
18.33 8.07 291 4.26 2.31 0.78
16.50 7.65 2.44 3.60 2.20 0.61
17.77 7.75 251 - 4.48 2.37 0.66
18.25 8.13 2.28 4.83 2.40 0.61
17.92 7.73 2.24 5.02 2.39 0.55
17.01 7.47 2.04 4.64 2.37 0.48
18.94 8.03 1.96 5.73 2.70 0.52
19.13 8.20 1.87 5.84 2.71 0.51
19.43 8.20 1.89 6.23 2.60 0.50
16.46 6.90 1.81 4.50 2.76 0.50
14.84 5.93 1.63 3.93 2.84 0.51
15.00 5.92 144 4.26 2.86 0.53
16.85 7.83 1.52 3.92 2.98 0.59
17.28 8.05 1.54 3.86 3.24 0.60
18.49 7.58 1.47 5.59 3.29 0.57
21.30 8.67 1.63 7.54 2.96 0.51
21.69 9.77 1.72 7.36 2.36 0.48
13.68 3.71 1.74 5.45 2.34 0.46

01



T - 96 - 0 TLO-€2

10.32 2.30 1.73 3.33 2.40 0.56
7.74 1.17 1.72 1.89 2.27 0.70
6.86 0.94 1.87 1.25 2.07 0.73
7.17 1.17 1.81 1.28 2.13 0.77
7.69 1.46 1.76 1.47 2.12 0.88
6.21 1.26 0.67 1.20 2.16 0.92
5.06 0.87 0.07 0.93 2.10 1.09
5.25 0.77 0.05 0.77 2.09 1.58
4.89 0.70 0.05 0.60 2.24 1.30

Source: Joint Committee on Taxation; Office of Management and Budget, Historical Tables, Budget of the United States Government, Fis-

cal Year 1996; and Census Bureau, Depa:

rtment of Commerce, Historical Statistics of the United States, Colonial Times to Present.
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A-5.—Federal Receipts By Source, As a Percentage of Total Revenues, 1890-1994

Individual Corporate R

s Payroll . Excise Other

Year u:::ge ta);res n;:;)g;e taxes receipts
43.18 36.69 1116 4.39 4.58
44.18 37.13 10.19 4.17 4.33
43.65 37.94 -9.20 4,18 5.04
44.37 37.56 9.30 4.02 4.74
45.27 36.85 9.07 3.43 5.39
44.99 36.28 10.43 3.47 4.84
44.14 36.78 10.40 3.88 481
45.96 35.51 9.83 3.80 - 4.90
45.37 3691 8.21 4.28 5.22
45.57 36.12 8.33 4,90 5.07
44.78 35.92 8.54 561 5.16
48.11 34.80 6.16 5.88 5.05
48.20 32.62 7.96 5.88 5.34
47.71 30.49 10.20 6.81 4.78
47.20 30.52 12.49 4.70 5.09
47.02 29.99 14.18 4.05 4.77
45.30 30.27 15.00 4.60 4.82
44.33 29.95 15.44 494 5.35
44,15 30.45 13.89 5.69 5.81
43.85 30.29 14.55 5.93 5.37
45.19 28.52 14.67 6.40 5.22
44.73 27.35 15.66 7.05 521
45.70 25.36 15.52 7.47 5.96
46.08 25.29 14.31 8.88 5.44
46.89 23.01 17.03 8.15 4.93
46.69 20.88 19.63 8.15 4.66

4!
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44.93
41.34
42.38
41.77
43.24
44.66
45.72
43.80
44.02
46.33
43.60
44.53
43.15
43.92
42.38
42.83
42.22
41.88
39.94
39.46
46.47
46.57
40.97
40.68
45.04
27.10
22.30
15.08
13.62
16.35
19.05
20.27

22.18
21.92
19.53
19.04
19.50
18.58
17.10
17.42
15.87
14.79
14.11
12.50
12.50
12.01
10.34

9.80

9.74
10.99
11.00

9.59

9.08

8.89

7.93

7.64

7.94
12.68
16.76
22.27
27.26
25.31
22.83
10:77

18.74
22.83
22.99
21.80
20.86
20.25
20.59
22.20
23.24
21.84
25.21
26.46
27.99
27.29
30.27
30.51
32.08
27.32
26.49
28.40
23.29
22.37
30.24
35.40
33.92
39.82
32.25
24.38
18.28
17.90
19.06
19.27

9.20

9.22

9.98
12.47
12.19
12.38
12.57
12.57
12.62
13.35
13.36
13.17
13.31
13.95
14.27
14.19
13.38
16.75
19.14
19.03
17.70
18.72
17.81
13.87
10.88
17.07
23.23
29.29
30.19
29.72
27.60
34.82

4.96
4.69
5.13
4.92
4.20
4.12
4.02
4.02
4.24
3.69
3.72
3.34
3.04
2.83
2.73
2.67
2.58
3.06
3.43
3.52

3.51 "

3.46
3.06
2.40
2.22
3.33
5.47
8.98
10.64
10.72
11.46
14.87

€1



A-5.—Federal Receipts By Source, As a Percentage of Total Revenues, 1890-1994—Continued

Individual Payroll Corporate Excise Other
Year n::::;e ta}:;os u::::;e taxes receipts
17.18 1.33 18.33 41.58 21.59
14.60 0.86 14.66 39.87 30.01
14.21 1.02 12.32 45.82 26.63
21.79 0 24.32 51.79 2.10
27.41 0 40.44 29.14 3.02
34.35 0 42.26 21.42 1.98
37.78 0 41.55 18.59 2.14
37.29 0 42.06 18.37 2.28
31.64 0 46.29 17.23 4.84
31.82 0 45.64 16.82 5.72
30.99 0 38.61 20.18 10.26
32.70 0 35.45 21.01 10.84
. 30.22 0 32.76 23.86 13.16
32.84 0 0 23.84 0
22.49 0 0 18.55 0
23.39 0 0 14.91 0
23.48 0 0 14.94 0
29.30 0 0 21.74 0
21.49 0 0 17.22 0
22.25 0 25.59 -47.96 4.20
13.26 0 11.11 66.28 9.36
9.86 0 0o - 78.85 0
7.37 0 0 80.79 0
0 0 0 89.53 10.47
0 0 0 90.37 9.63
0 0 0 88.85 11.15

4}



1910 i s 0 0 0 92.07
1909 .o 0 0 0 99.59
1908 it 0 0 0 99.21
1907 oot 0 0 0 99.26
1906 ..ottt bbb 0 0 0 99.60
1905 oot 0 0 0 99.15
1904 ..o 0 0 0 98.71
1908 e bbb 0 0 0 96.54
1902 ..ot rne 0 0 0 95.22
1901 ittt e 0 0 0 95.77
1900 et st 0 0 0 96.27
1899 oottt 0 0 0 97.07
18BI98 e e 0 0 0 98.83
18T s 0 0 -0 99.32
1896 .ottt 0 0 0 98.64
1895 vttt be e e re e 0 0 0 99.30
1894 .o 0 0 0 98.64
1893 o st e rs 0 0 0 98.76
1892 .o 0 0 0 98.70
18GL et e n 0 0 0 99.32
1890 et 0 0 0 99.30

0.70

Source: Joint Committee on Taxation; Office of Management and Budget, Historical Tables, Budget of the United States Government, Fis-

cal Year 1996; and Census Bureau, Department of Commerce, Historical Statistics of the United States, Colonial Times to Present.
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A-6.—Revenue From the Estate and Gift Taxes,
Selected Years, 1940-1994

(Nominal Dollars)

Estate and
gift tax re-
ceipts
(millions)

$357
638
698
924
1,606
2,716
3,644
4,611
5,216
7.327
5,285
5411
6.389
6,787
7.991
6,053
6,010
6,422
6.958
7,493
7,594
8,745
11,500
11,138
11,143
12,577
15,225

Sources: Joint Economic Committee, The Federal Tax System: Facts and Prob-
lems, 1964; Joseph A. Pechman, Federal Tax Policy (Washington: Brookings Insti-
tution), 1987; and U.S. Office of Management and Budget, Budget of the United
States Government, Fiscal Year 1996. - k

Percentage of
total Federal
receipts

Year
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A-7.—Number of Taxable Estate Tax Returns Filed as a
Percentage of Adult Deaths, Selected Years, 1935-1994

Year Deaths Number P?::tnht SOf

1,172,245 8,655 0.74

1,237,186 12,907 1.04

+ 1,239,713 13,869 1.12

1,304,343 17,411 1.33

1,379,826 25,143 1.82

1,548,665 245,439 2.93

1,727,240 67,404 3.90

1,796,940 293,424 5.20

1,867,689 2120,761 6.47

1,819,107 2139,115 7.65

1,897,820 2.341,620 2.19

1,945,913 2,335,148 1.81

1,968,128 2331,507 1.60

2,086,440 2330,518 1.46

2,105,361 23,731 - 1.13

2,123,323 21,335 1‘200

1988 ... 42,167,999 218,948 1 0.87
19895 ... 2,150,466 20,856 0.97
19905 ....ooveeeeevinnans 2,148,463 23,215 1.08
19915 .. 2,169,518 24,897 ; 1.15
19925 ... 2,175,613 27,187 1.25
19935 ..., 2,268,000 27,506 1.21
19945 .................... NA 31,926 NA

! Estate returns need to be filed in the year of the decedent’s death.

2Not strictly comparable with pre-1966 data. For later years, the estate tax
after credits was the basis for determining taxable returns. For prior years, the
basis was the estate tax before credits.

3Alt;hou%h the filing requirement was for gross estates in excess of $225,000 for
1982 deaths, $275,000 for 1983 deaths, and $325,000 for 1984 deaths, the data
are limited to gross estates of $300,000 or more.

“Death numbers from 1988 on as reported in the Statistical Abstract of the
United States from U.S. National Center for Health Statistics, Vital Statistics of
the United States.

5Taxable estate data from 1989-1994 calculated by JCT staff from Statistics of
Income data. -

Sources: Joseph A. Pechman, Federal Tax Policy (Washington Brookings Institu-
tion), 1987; Internal Revenue Service, Statistics of Income; and U.S. National Cen-
ter for Health Statistics.



A-8.—Selected Excise Tax Receipts, 1940-1994

[All figures in millions of nominal dollars}

Year

Non trust fund excise taxes Trust fund excise taxes
" Trans- .
. Airport Total
Alco- To- - High-
hf)‘l) b agc o Telephone! p&’:ﬁ “l,ﬁy and  Superfund trust

fuels airway fund




4,447
4,646
4,696
5,004
5,040
5,248
5,238
5,318
5,295
5,492
5,531
5,601
5,606
5,382
5,557
5,562
5,828
5,971
5,709
5,661
5,695
1991 ... N, O 7:Y1
1992 ........ . \ 8,011
1993 7,583
1994 wuoiveerressececrereesseesesees e rveaieinion 7,539

16,668

938
1,191
1,326
1,526
1,874

21

133
2,165
2,499
2,851
2,736
3,060
3,189
3,664
3,700
4,910
4,645
3,262
5,189

4,637
5,354
6,104
5,971
6,424
7,100
7,151
6,351
7,900
8,323
8,937
8,766
6,711
7,641
11,214
15,082
16,894
16,866
17,613
19,042
21,239
19,754
24,127
23,733
23,535
23,999

15,222
15,702
16,614
15,477
16,260
16,844
16,551
16,963
17,548
18,376
18,745
17,395
17,587

17,904

23,165
28,455
29,644
30,668
32,457
35,227
34,386
35,345
42,402
45,569
48,057
55,225

1Reported for selected years prior to 1984. Telephone excise tax has been continuously collected throughout the period 1940-1994.

Source: Joint Committee on Taxation, Office of Management and Budget, Historical Tables, Budget of the United States Government, Fiscal
Year 1996, Joint Committee on Internal Revenue Taxation, Federal Excise Tax Data (J CS-2-67), May 1967; and selected years of the Budget of

the United States Government.

61



A-9.—Selected Excise Tax Receipts as a Percentage of Total Excise Tax Receipts, 1940-1994

Non Trust Fund Excise Taxes Trust Fund Excise Taxes

Year Tele- Trans- Airport
Alcohol  Tobacco hone ! portation Highway and Air- Superfund Total
. p Fuels way

eesssesarsatasnans

I L L L LT LY YR PSR LY T YR
“vevasseriesnses RTTTTTIIT) veveseene

Brerasssnserereers  seeraacssacene veee




33 37
34 39
35 40
37 42
37 43
32 37
38 45
38 45
38 48
38 50
36 0 1 38
38 1 1 43
36 9 1 48
41 9 | 53
44 10 1 57
44 9 0 - 55
40 9 2 54
40 9 2 54
45 11 3 62
39 10 2 56
40 12 2 - 87
37 10 2 52
38 7 2 49
30 9 1 43

! Reported for selected years prior to 1984. Telephone excise tax has been continuously collected throughout the period 1940-1994.

Source: Joint Committee on Taxation; Office of Management and Budget, Historical Tables, Budget of the United States Government, Fiscal
Year 1996; Joint Committee on Internal Revenue Taxation, Federal Excise Tax Data (JCS-2-67 ), May 1967; and selected years of the Budget of
the United States Government. .
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B. Selected Materials Relating to Social Security and
Medicare

Payroll taxes, of which the taxes to fund Social Security (OASDI)
and Medicare (HI) are a major portion, are projected to equal 36
percent of Federal receipts for fiscal year 1996. In addition, the So-
cial Security program is financed partially by the income tax col-
lected on certain Social Security benefits, which equaled approxi-
mately $5.6 billion in 1993. The following materials provide certain
information relating to the Social Security and Medicare programs.
The materials include a history of FICA/SECA taxes, information
relating to the extent to which FICA/SECA tax payments fund So-
cial Security benefits, projected information relating to the status
of the Social Security and Medicare trust funds, and projected de-
mographics of the elderly population.



B-1.--History of FICA/SECA Taxes

1937-1996*
Tax Rates, Employer and Ma;(imum Tax Rate, Maximum
Calendar  Wage Employee, Each Employee Self-Employed Self-Empl.
Year Base OASDI HI Total Tax OASDI HI Total Tax
1996 $62,700 | 6.2 1.45 7.65 *E 124 2.9 153 Hokk
1995 . 61,200 { 6.2 1.45 7.65 124 2.9 153 work
1994 60,600 6.2 1.45 7.65 *kx 1124 2.9 153 *kx
1993** 57,600 | 6.2 1.45 7.65 ] $5,528.70 | 12.4 29 153 $9,343.50
1992+ 55,500 1 6.2 1.45 7.65 5,328.90 | 124 29 153 9,005.84
1991 ** 53.400 | 6.2 1.45 7.65 5,12330 { 124 29 153 8,658.38
1990 51,300} 6.2 1.45 7.65 3,924.45 1 12.4 2.9 153 6,553‘83
1989 48,000 | 6.06 1.45 7.51 3,604.80 | 12.12 2.9 15.02 6,249.60
1988 45,000 | 6.06 1.45 7.51 3,379.50 | 12.12 2.9 15.02 5,859.00 |
1987 43,800 | 5.70 1.45 7.15 3,131.70 [ 11.4 29 14.30 5,387.40 |
1986 42,000 | 5.70 1.45 715 3,003.00 | 11.4 2.9 ‘ 1430 5,166.00 |

* Sources: Kollman, Geoffrey, CRS Report for Congress, "Summary of Major Changes in the Social Security Cash Benefits Program:
1935-1993, 94-36 EPW"; Joint Committee on Taxation. The dollar amounts for maximum self-employment tax do not equal two times the
maximum employee tax because of deductions or credits available to self-employed individuals in some years.

** For 1991, the cap on wages and self-employment income subject to the HI tax was $125,000. For 1992, the cap for HI purposes was
$130,200 and for 1993, the cap for HI purposes was $135,000.

**& After 1993, the cap on wages and self-employment income subject to the HI tax was removed.



Tax Rates, Employer and Maximum Tax Rate, Maximum

Calendar Wage Employee, Each ~ Employee Self-Employed Self-Empl.
Year Base OASDI HI Total Tax OQASDI HI Total Tax
1985 39,600 | 5.70 135 7.05 2,791.80 { 11.4 2.7 14.10 4,672.80
1984 37,800 | 5.70 i3 7.00 2,532.60 | 11.4 2.6 14.0 4,271.40
1983 35,700 | 5.40 13 6.70 2,391.90 | 8.05 1.3 935 3,337.95
1982 32,400 | 5.40 13 ©16.70 2,170.80 | 8.05 1.3 9.35 3.029.40
1981 29,700 | 5.35 13 6.65 1,975.05 | 8.00 1.3 93 2,762.10
1980 25,900 | 5.08 1.05 6.13 1,587.67 | 7.05 1.05 8.1 2,097.90
1979 22,900 | 5.08 1.05 6.13 1,403.77 | 7.05 1.05 8.1 1,854.90
1978 17,700 | 5.05 1.0 6.05 1,070.85 | 7.1 1.0 8.1 1,433.70
1977 16,500 | 4.95 9 5.85 , 965.25 7.0 9 79 1,303.50
1976 - 15,300 | 4.95 9 5.85 895.05 7.0 .9 7.9 1,208.70
1975 14,100 | 4.95 9 5.85 824.85 7.0 9 1.9 1,113.90
1974 13,200 | 4.95 9 5.85 77220 | 7.0 9 79 1,042.00
1973 10,800 | 4.85 1.0 5.85 63180 | 7.0 1.0 8.0 874.00
1972 9,000 | 4.6 6 52 468.00 | 6.9 .8 15 675.00
1971 7,800 | 4.6 6 5.2 405.60 | 6.9 6 7.5 585.00
1970 7,800 | 4.2 6 43 37440 | 6.3 6 6.9 538.20
1969 7,800 { 4.2 6 4.8 37440 | 63 6 6.9 538.20
1968 7,800 | 3.8 6 44 34320158 6 6.4 49920

vé




Tax Rates, Employer and Maximum Tax Rate, Masximum
Calendar Wage Employee, Each Employee Self-Employed Self-Empl.
Year Base OASDI HI Total Tax OASDI HI Total Tax
1967 6,600 | 3.9 5 4.4 290.40 | 5.9 5 6.4 422.40
1966 6,600 | 3.85 35 42 27720 |58 .35 6.15 405.90
1963-65 4,800 | 3.625 - 3.625 174.00 | 5.4 - 5.4 259.20
1962 4,800 | 3.125 -- 3.125 150.00 | 4.7 - 47 225.60
1960-61 4,800 | 3.0 - 3.0 144.00 | 4.5 - 45 216.00
1959 4,800 | 2.5 - 2.5 120.00 | 3.75 -- 3.75 180.00
1957-58 4,200 | 2.25 -- 2.25 94.50 | 3.375 - 3.375 141.75
1955-56 4,200 | 2.0 - 2.0 84.00 | 3.0 - 3.0 126.00
1954 3,600 | 2.0 .. -- 2.0 72.00 {3.0 -- 3.0 108.00
1951-53 3,600 | 1.5 -- 1.5 54.00 | 2.25 - 2.25 81.00
1950 3,000 | 1.5 - 1.5 45.00 | -~ - - --
1937-49 3,000 { 1.0 - 1.0 30.00 | -- - -- -

14



B-2.—Projected Lifetime OASI Benefits, Taxes, and Transfers

[In thousands of constant 1993 dollars]

Single Male Single Female Onée-Eall'ner Two-Earner Couple
ouple
Year cohort turns 65 L Ave. ) L Avg. . Low& Avg. & High&
Low  AC mgwae Lo NE manwae Low e me GRS GRS TS
1960: :
Benefits .o 30.1 45.5 50.6 45.7 69.0 76.7 66.3 98.9 111.0 76.8 102.0 122.1
Taxes ..o F——— A 4.0 9.0 13.8 4.3 9.6 14.6 4.0 9.0 13.8 8.4 13.3 23.4
Net transfer ........ eetsesrssrsessnnsesaones 26.1 36.5 36.8 414 59.4 62.1 62.3 89.9 97.2 68.4 88.7 98.7
1980:
Benefits ... RN — T 54.3 90.2 114.6 80.8 134.3 170.5 129.3 209.9 264.3 146.9 208.4 273.2
Taxes . 22.9 51.0 71.9 24.2 58.9 76.1 22,9 51.0 71.9 47.2 75.2 125.7
Net transfer ... 314 39.3 42,7 56.6 80.5 94.4 106.4 1589 ~ 192.4 99.7 133.3 147.5
1995:
Benefits ...coccvivinrrmrenrmreammimesiinisin 58.0 95.7 133.6 80.6 132.9 185.5 134.9 223.4 305.4 155.2 226.6 312.6
Taxes . 45.4 100.8 107.7 47.2 104.8 179.0 454 100.8 170.7 92.5 148.0 2175.5
Net transfer ..o 12.6 ~5.1 -37.1 33.4 28.1 6.5 89.5 122.5 134.7° 62.6 78.6 37.1
2010: o
Benefits ...ccccevvnunrenrmneninnsinnsnicnssiesiens 69.0 115.2 175.9 93.6 156.1 238.4 154.6 258.8 388.6 178.9 261.7 394.2
TAXES eeereeererverrorarnsresressssssssasssssessscsssess 68.2 151.5 310.8 70.4 156.5 3224 68.2 151.5 310.8 138.6 221.9 467.3
Net transfer ... 9" . ~-363 -135.0 23.2 -0.4 -84.1 86.5 107.3 717 403 39.8 -73.1
2030:
Benefits 84.0 139.6 220.3 113.7 189.0 298.1 187.4 312.8 493.0 215.9 316.5 498.1
Taxes 88.1 195.8 468.8 91.3 202.8 485.4 88.1 195.8 468.8 179.4 287.1 671.6
Net transfer ... L -41 ~56.2 —248.5 22.5 -13.8 -187.3 99.3 117.0 24.2 36.5 29.4 -173.5

Notes: All amounts are discounted to present value at age 65 using a 2-percent real interest
OASI workers, spousal, and survivors benefits payable over a lifetime. Include:
have two children born when parents are aged 25 and 30.
OASDI Board of Trustees report. OASI tax rate is assumed

s both employer an
Assumes retiremen

rate. Adjusts for chance of death in all years after age 21. Included actuarial value of all
d employee portions of OASI payroll tax. Couples are assumed to be the same age and to
t at the OAST normal retirement age. Projections are based on the intermediate assumptions from the 1998
to be set at 10.65 percent after 1992.

Source: C. Eugene Steuerle and Jon M. Bakija, Retooling Social Security for the 21st Century: Right and Wrong Approaches to Reform, Urban Institute Press, February 1994.
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B-3.--Years to Recover Combined Employee/Employer OASI Taxes™ for Average

Years

Earners™*
Retiring at Age 65

25

20

15

10 -

5_

0 ]
1940 1960 1980 1995 2005 2015 2025

Year of Retirement

*Taxes plus interest.

**An average earner is one whose wages have always equaled Social Security's “average wage series.”

Source: CRS Report for Congress, Social Security: The Relationship of Taxes and Benefits for Past, Present,
and Future Retirees, 95-149 EPW .
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B-4.--OASDI Year-End Projected Trust Fund Assets, Selected Years, 1995-2030

$5,000

$4,000

$3,000

$2,000

$1,000

$0

(Billions)

1 1 1 1 !
1995 2000 2005 2010 2015

Source: OASDI Board of Trustees 1995 Annual Report

|
2020

! 1
2025 2030
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Percentage of OASDI Taxable Payroll

18%

17%

16%

15%

14%

13%

12%

1%

10%

B-5.--Social Security Tax Collections Exceed Current Benefits,
But Are Not Enough To Fund Future Promises

Operating deficits deplete

Trust Fund assets

Y
Operating surpluses
[ byiid Trust Fund agsets _ . _

1992 1996 2000 2004 2008

Source: OASDI Board of Trustees 1995 Annual Report

2012

Year

2020 2024 2028

& Social Security Outlays

#Social Security Payroli Tax
and Benefits Tax




Billions

B-6.--Projected OASDI Trust Fund Accumulations
Current Dollars

25,000
20,000

%1983 Projection

o 1993 Projection’

1995 Projection
15,000

10,000

1985 1990 1995 2000 2005 2010 2015 2020 2025 2030 2035 2040 2045 2050 2055 2060 20865

Calendar Y
Source: OASDI Board of Trustees Annual Report ear

08



B-7.--Summarized Income Rates, Cost Rates and Balances for
the OASDI Program for Three 25-Year Periods

13.00%

High Cost:

Income Rate* | Cost Rate** Balance
Intermediate: 1995-2019 12.68% 0.31%
2020-2044 13.06% 16.95% -3.89%
2045-2069 13.25% 18.22% -4.98%
Low Cost: 1995-2019 12.64% 10.99% 1.65%
2020-2044 12.92% 13.80% -0.88%

2045-2069 13.22% -0.22%

-1.18%

1995-2019 12.73% 13.91%
2020-2044 13.23% 20.63% -7.40%
2045-2069 13.60% 25.49% -11.89%

« The income rate is the ratio of income from tax revenues on a liability basis (payroll tax contributions and income from the taxation of

benefits) to the OASDI taxable payroli for the year.
«+ The cost rate for a year is the ratio of the cost of the Program to the Taxable payroll for the year.
Source: OASD! Board of Trustees 1995 Annual Report.

18



Percentage of Medicare HI Taxable Payroll

8%

7%

6%

5%

4%

3%

2%

- B-8.--Medicare Hl is Projected to be Insolvent by 2002

HI Trust Fund Medicare HI

Exhausted by 2002 Revenue Shortfall
I3 ’ L 1 L I I I Il | L L L ' L 1 i1 | 1 L 1 l i 1 L l L 1 1 | 1
I L t T I 1 H T | T T T I T 1 T | T T T I T T T ' T t i I T b L} I T L 1 '
1992 1996 2000 2004 2008 2012 2016 2020 2024 2028
Year s Medicare HI Outiays

&-H| Payrofl Tax and Benefits Tax

Source: OASDI and HI Board of Trustees 1995 Annual Reports
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B-9.--Status of the Hospital Insurance Trust Fund

Year in which the Trust Fund is
exhausted as published in the --

75-Year actuarial balance of the Hi
program as published in the --

Set of
Assumpti ons_ 1993’Heport .1‘994‘ Bep?n 19’.95 Report 1993 Réport 1‘994 Rfaporl 1995 Report
Intermediate 1999 2001 2002 -5.11% -4.14% -3.52%

Low Cost

Source: H! Board of Trustees 1994 and 1995 Annual Reports
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B-10.--Projected Growth in Population by Age Group
1980 - 2050

700 —
‘ 574
_ 1980-2000 _a—
6oo [31980-2030
 1980-2050
500 ]
400 ]
258
300
o 176 178
200 130 —
' 102 104
s ! 61 70 Y e 54
— z
100 16 11 g 11 Pm'.l 17 ,
| — g : /
0
Under 55 55to 64 ) 65to 74 75t0 84 85 and Up

Age

Source: U.S. Bureau of the Census. "Projections of the Population of the United States by Age, Sex and Race: 1988 to 2080," by Gregory
Spencer. Current Population Reports Series P-25, No. 1018 (January 1989).



Number of Years

B-11.--Life Expectancy at Age 65 for Females in the U.S.

1990 through 2050
Three Scenarios

ZST

25 |

#Low
# Intermediate
©High

24 —

28

22 —

21

20

19 =##

18
1990 2000 2010 2020 2030 2040 2050 2060 2070

Year
Source: 1995 OASDI Trustees Report
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B-12.--Old-Age Dependency Ratios for the G7: 1990 and Projections for 2030
Population Aged 65+ / Population Aged 15-64

45% —

40% ~

35% 1

30% -

25% -

20%

15% ——

10% —+

5% ——

0%

Canada France Germany ltaly Japan United United
Kingdom States
Source: OECD Aging Populations, 1988
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Persons 85+/Persons 65-69

B-13.--Two-Elderly-Generation Support Ratio

(ratio of persons aged 85+ to persons aged 65-69)
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Source: U.S. Census Bureau
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C. Demographics of Individual and Corporate Taxpayers
Under Present Law

This section includes charts and graphs showing the sources of
income for individuals, a comparison of income and consumption,
the distribution of individual Federal tax liability, information re-
lating to individuals in each tax rate bracket, deductions claimed
by individuals, and information relating to use of the earned in-
come tax credit.

The Federal income tax law currently provides for five rate
brackets for individual taxpayers: (1) 15 percent; (2) 28 percent; (3)
31 percent; (4) 36 percent; and (5) 39.6 percent. The rates apply to
progressively higher income brackets, and the break points for each
successive rate depend on the filing status of the taxpayer. The five
filing statuses under present law for taxpayers subject to tax as in-
dividuals are: (1) married individuals filing joint returns; (2) heads
of households; (3) unmarried individuals; (4) married individuals
filing separate returns; and (5) estates and trusts (which are treat-
ed as individuals for purposes of applying the rate brackets). -

Approximately 114 million individual Federal tax returns were
filed for taxable year 1993. For that year, receipts from the individ-
uals Federal income tax were approximately $509 billion.

This section also includes information relating to the distribution
of the Federal income tax on corporations by asset size and by in-
dustry. Under present law, there are four rate brackets applicable
to corporations: (1) 15 percent; (2) 25 percent; (3) 34 percent; and
(4) 35 percent. The taxable income brackets for these rates are: (1)
$0 to $50,000; (2) $50,000 to $75,000; (3) $75,000 to $10 million;
and (4) over $10 million.

Approximately 4.0 million corporate Federal tax returns were
filed for taxable year 1993. Of those 4.0 million returns, about half
(1.9 million) were returns of pass-through entities that generally
were not subject to tax at the corporate level (S corporations, regu-
lated investment companies (RICs), and real estate investment
trusts (REITs)). Receipts from the corporate Federal income tax
were approximately $120 billion for taxable year 1993, reflecting
tax paid from approximately 805,000 corporate tax returns.



C-1. - ESTIMATED AMOUNTS DEDUCTED OR EXCLUDED FROM INCOME UNDER THE
PRESENT INCOME TAX FOR VARIOUS ITEMS

Taxable Years 1996 - 2000
[Billions of Dollars]
ITEM 1996 1997 1998 1999 2000 | 1996-00
1. Net exclusion of pension contributions and earnings
(employer plans, individual retirement plans, and Keogh
311.2 3128 325.3 338.3 351.7 | 1,639.3
2. Exclusion of employer contributions for medical
insurance premiums and medical care [1]. 278.2 209.3 3232 345.8 3713 | 16178
3. Exclusion of untaxed social security and railroad
retirement benefits 252.6 263.2 2743 285.9 2979 | 13739
4. Deductibility of mortgage interast on owner-occupied
residence: 2273 2409 254.6 269.7 2856 | 1,278.1
5. Deduction of nonbusiness State and local government
income and personal property taxes, 1014 106.9 113.2 119.8 126.7 567.7
6. Exclusion of investment income on life insurance and
annuity contracts. . 35.6 53.8 74.0 97.1 115.8 376.3
7. Deferral of capitai gains on sales of principal residences............cuwmme. ! 65.1 67.7 69.8 723 74.9 349.8
8. Exclusion of capital gains at death 55.6 61.1 67.9 72.6 774 334.6
9. Deductibility of property tax on owner-occupied NOMES.........cc.irimmns 59.5 62.8 66.3 69.9 73.7 3322

Source: Joint Committee on Taxation

NOTE: Details may not add to totals due to rounding.

[1] Estimate includes employer-provided health insurance purchased through cafeteria plans.
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C-2.--Sources of Gross Income for All Individual Taxpayers
(including Nonfilers)
(Projected 1995 Levels of Income)

(Millions)

1.2% Other $53,984
.9% Capital Gains
3.9% $168,475

9/, Dividends
2.3% $101,770

4.2%  Interest
° $184,725

Wages and Salaries
$3,289,148

75.5% 7 .1% Business, Fam, Sch E

$309,998

5.6% Pension and IRA
$245,922

Source: Joint Committee on Taxation
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C-3.--Percent of Aggregate Income

of the Age 65 and Older
Population From Various Sources, 1992

Assets 21%

9% Govemment
employee pensions

10%, Private pensions

gamings 17%

Other 3%

40% Social Security

Source: Social Security Administration
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Dollars(1990)

C-4.

35,000 *[—
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0

--Income-Consumption Profile, By Age, 1990
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C-5.—Distribution of Federal Tax Liability
[1995 Projection]

Individual income tax  Total Federal taxes?

Income category!

Billions Percent Billions Percent
Less than_v$10,000 —-$5 - 1.0 $8 0.7
$10,000 to $20,000 —2 -03 36 3.3
$20,000 to $30,000 19 3.3 73 6.6
$30,000 to $40,000 36 6.3 100 9.1
$40,000 to $50,000 . 43 7.5 106 9.6
$50,000 to $75,000 100 17.6 228 20.7
$75,000 to $100,000 78 13.8 156 14.2
$100,000 to $200,000 115 20.2 184 16.7
$2000,000 and over 184 32.5 210 19.1
Total, all tax-
. Payers ........... . $567 100.0 1,100 100.0

1The income concept used to place tax returns into income categories is ad-
justed gross income (AGI) plus: [1] tax exempt interest, [2] employer contributions
for health plans and life insurance, [8] employer share of FICA tax, [4] workers
compensation, [5] nontaxable social security benefits, [6] insurance value of Medi-
care benefits, [7] alternative minimum tax preference items, and [8] excluded in-
come of U.S. citizens living abroad. .

2 Federal taxes are equal to individual income tax (including the outlay portion
of the EITC), employment tax attributed to employees, and excise taxes (attrib-
uted to consumers). Corporate income tax is not included due to uncertainty con-
cerning the incidence of the tax. ’

Note: Details may not add to totals due to rounding.

Source: Joint Committee on Taxation.



Thousands

C-6.--Number of Taxpayers By Marginal Tax Rate
(Projected 1995 Levels of Income)
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_Millions -

- C-7.--Total Taxable Income of Taxpayers in Each Marginal Rate Bracket
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