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'!ABLE 1. P.eve..~ue toss ==c.m Selected ':'a'< ReC=icn ?~sals y 
(July 1, 1981 effec-~ve date assum:d ::or all prot=Qsals) 

Billicns of Colla..'"S 

• Calendar Year Liabilities 
Proposal 1981 1982 1983 1984 1985 

1. Mministration's 3 year Individual 
Ino::rre Tax Reduction 2/ 

2. Senate Finance Ccmn.ittee 
14.6 48.7 92.9 129.8 152.8 

Bill 3/ 
3. Repeal 1981 Social Se=ity 

14.0 31.9 37.9 44.9 51.4 

Increase 4/ 5/ 7.4 16.0 17.7 20.0 21.8 
4. Indexing =- one year only - 5/ 8.9 21.2 24.2 27.8 32.0 
5. Indexing - three years only - 8.9 31.5 57.0 76.8 88.1 
6. Indexing - penranent 5/ 8.9 31.5 57.0 87.5 123.6 

Fiscal Year Receipts 
1981 1982 1983 1984 1985 

1. Mninistration' s 3 year Individual 
Inc::m: Tax Reduction 2/ 6.4 43.9 80.8 119.8 146.6 

2. Senate Finance Camti. ttee 
Bill 3/ 3.9 25.7 34.8 41.3 48.3 -,Repeal 1981 secral Security 

Incre-:sse !I 5/ 2.9 15.6 17.2 19.1 21.1 
• Indexing - one year only - 5/ 3.2 18.7 23.1 26.5 30.4 

5. Indexing - thl:ee years only - 3.2 25.1 47.2 69.2 83.7 
6. Indexing - penna:nent ~ 3.2 25.1 47.2 75.8 109.7 

¥ Includes increased outlays associated with refundable portion of earned ino::rre credit. 

Y Provides for a sequence of tax rate reductions of approximately 5 percent in 1981, 
10 percent in 1982, 10 percent in 1983, and 5 percent in 1984. Estimates also include 
the loss associated with the reduction in the top rate of the alternative mi..niImmI 
tax from the present law 25 percent to the proposed rates for 1982, 1983 and 1984 of 
24, 21 and 20 percent, respectively. 

3/ 'nlese figures incluJe the loss fran changes in the personal exanption am:runt, the zero 
- bracket am:runt, th= earned incare credit, and tax rates and brackets. The figures 

also include the deduction for two-ea.mer couples and allowance of chari table 
=tri.buticn de:1uction to taxpayers who do not itemize deductions: these changes are 
phased in with full charitable contriliutions in 1984 and the tr..o-earner deduction 
in 1982. 

4/ Allows for the repeal of 1981 ad hoc base increase above what would = uru:ler indexing 
• and the repeal of the 1981 increase in rate. Figures include errployer t=Ortion of tax. 

5/ Adjust:n'ent of the personal exenption, the eaz:ned inc::m: credit, rate brackets, am. the 
- zero bracket aIIOunt by the rate of growth of the GNP deflator over the preceeding fiscal 

year. For the estimates presented here the following inflation rates were used: 9.14, 
10.38, 9.10, 8.53, 8.07 and 7.51 for FY 1980 ti=ugh 1985 respectively. These values 
were derived fran July 1980 CEO estimates with some adjustmmts for recent experience. 
For all options, the 1981 estimate asSUI!eS an adjustment for half the first year's 

1986 

178.9 

58.6 

24.4 
36.6 

100.9 
166.1 

1986 

171.9 

55.2 

23.5 
34.8 
96.0 

149.7 

inflation, Le., 4.57 percent. Option 4 assumes an additional adjustrrent in 1981 of half the 
next year's inflation, Le., 5.19 percent in 1982 with no further adjust:n'ent in 
succeeding years. Option 5 assumes adjustments for full year inflaticn in 1982 and 
1983 with an additional adjustment of half year's inflation in 1984. 
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TABLE 2. Aggregate Olange in Revenue l:rt IIl<X1lE Class: Scheduled Tax Increases and Selected Tax Cut Proposals -- First Full Year 
(1981 In~ level, Millions ,of D:>l1ars) 

Scheduled TalC Increases for 1981 Selected Tax Cut PrqxlSals 
Interest AaiiiIn1strahon 

Exparrled* Inflation and Thployee and self- proposal-first 
Incone Increase ~~~:~Y Net ill<XJlle enployed social 3 'lbtal full year 10% =~t:!n:ill~ (000) y tax increase security increase ...! increase rate cut y 

DelCM $5 $ 168 $ -25 $ 143 228 371 $ -69 $ -260 

$5-10 1,232 -141 1,091 530 1,621 -931 -2,020 

10- 1.5 1,365 -208 1,157 742 1,899 -1,926 -2,558 

15-20 1,570 -222 1,348 880 2,228 -2,635 -2,871 

20- 30 3,703 -564 3,139 2,011 5,150 -6,379 -6,897 

30- 50 5,268 -862 4,406 2,692 7,098 -9,394 -9,410 

50-100 2, 7~1 -391 2,390 926 3,316 -5,457 -3,672 

100-200 771 -83 688 175 863 -2,035 -905 

200 & over 253 -21 232 44 276 -1,474 -629 

'lUl'1\L 17,110 -2,517 14,593 8,227 22,820' -30,301 -29,222 

1/ Revenue gain fran not adjusting personal exell>tion, earned incane credit, zero bracket anount, and rate brackets l:rt 9.14 percent. 
2/ Revenue loss from expanding the $100 dividend exclusion to the $200 interest and dividend exclusion. 
II Revenue gain resulting fran ad hoc increase in the wage base (to $29,700) above what would occur urrler in1exino ($28,200), and 

fraTI increase in rate to 6.65 fran 6.1J percent for enployees and to 9.3 fraTI 8.1 percent for the self-errployed . 
4/ The Mministration proposed a 5-percent rate cut for 1981, starting July 1, whim is a cut of 10-percent at annual rates . 
Y Includes aixJve-the-line charitable deduction and two earner deduction when fully effective, as well as rate cuts and increases in the 

personal exerrption, earned incare credlt, and zero bracket anount. D:>es not include capItal gains reduction, savings incentives, 
depreciation refonn and other tax reductions affecting in1ividual incane taxes. 

.. Expanded incare is equal to 1\djl1sted Gross Incx::rne plus excluded capital gains and various tax preference iterns less the snaller of 
i nvestment interest paid or investment interest incx::rne. 

,1_t C<iiliiittee on Taxation • 
~pri1 9, 19111 • • 





TABLE 3. Aggregate Change in Revenue by Income Class: Scheduled Tax Increases Through 1904 
and the Administration's Proposal -- Three Full Years 

11901 Income Level, Millions of Dollars) 

Scheduled Tax Increases 

Expanded Inflation Employee and Self- Total Administration 
I ncome Increase employed Social Increase Proposal When 

(000) !I Security Increase y Fully Phased-in 

13e low $5 $ 415 $ 249 $ 664 

$5 - 10 3,753 577 4,330 

10 - 15 4,530 OOB 5,338 

15 - 20 4,773 959 5,732 

20 - 30 10,976 2,100 13,164 

30 - 50 15,216 2,005 10,101 

J O - 100 0,469 979 9,440 

100- 200 2,456 104 2,640 

200 ,. over 027 46 073 

'I'OTAL 51,414 0,075 60,299 

1/ Revenue gain from not adjusting personal exemption, earned income credit, zero bracket amount, 
a nd rate bracketSlby three full years of inflation assumed here to total 31.29 percent . 

~I 

Revenue gain resulting from 1901 ad hoc increase in the wage base (to $29,700) above what 
would occur under indexing ($29,200), and from increase in rate to 6.70 from 6.13 percent 
for employees and to 9.35 from 9.1 percent for the self-employed. 

The full 30 percent rate cut with the corresponding reduction in the alternative minimum tax 
rate to 20 percent . 

• Joint Committee on Taxation Mril 9, 1901 

$ -143 

-2,320 

-4,026 

-6,645 

-16,479 

-23,601 

-14 ,106 

-5,946 

-4,710 

-70,059 

if 





TABLE 4. Aggregate Revenue Change as Percentage of Total Income Tax Liability!1 by Income Class: 
Scheduled Tax Increase and Selected Tax Cuts -- First Full Year (1981 Income Level) 

Expanded 
Income 

(000) 

Below $5 

5-10 

10-15 

15-20 

20-30 

30-50 

50-100 

100-200 

200 & over 

Total Scheduled Income 
and Social Security Administration Proposa1-
Tax Increases for 1981 First Full Year 10% Rate Cut 

y y 

25.4% 14.6% 

11.6 11. 8 

9.7 11.5 

8.8 10.9 

8.3 11.0 

6.4 10.6 

3.6 B.4 

1.3 7.0 

All income classes B.O 10.6 

Senate Finance 
Committee Bill 

y 

31. 7% 

15.7 

12.5 

11.B 

11.0 

7.1 

3.B 

3.0 

10.2 

II Total income tax liability includes outlay portion of earned income credit. 
~ Individual income ta~ liability is negative for this group because earned income credits exceed tax liability 

Joint Committee on TaxatIon 
I\pril 9, 1981 .. • 





TABLE 5. Aggregate Revenue Changes as Percentage of Total Income Tax Liability !/ by 
Income Class: Scheduled Tax Increase and Administration's Tax Cut Proposal -- Three Full Years 

(1981 Income Level) 

Total Scheduled Administration Proposal 
Expanded Income and Social When Fully 
Income Security Tax Increases Phased-in 

(000) 

13elow $5 y Y 
$5 - 10 67.9% 36.4% 

10 - 15 32.7 29.6 

15 - 20 24.9 20.9 

20 - 30 22.5 20.1 

30 - 50 21.1 27.6 

50 - 100 10.3 27.3 

100- 200 10.9 24.6 

200 ,. over 4.1 22.3 

All Income Classes 21.1 27.5 

!/ Total income tax liability includes outlay portion of earned income credit. 

~/ Individual income tax liability is negative for this group. 





TABLE 6. ~ggregate Revenue Change as Percentage of Total After-tax Income, by Income Class: 
Scheduled Tax Increases and Selected Tax Cuts!/ (1981 Income Level) 

Total Scheduled Income 
Expanded and ~~~~:!s~e~~~ii~81 Administration Proposa1- Senate Finance 
Income Tax First Full Year 10% Rate Cut Committee Bill 

(000) 

Oelow $5 1. 0% .2% . 7% 

$ 5-10 1.5 .9 1.9 

10-15 1.4 1.4 1.8 

15-20 1.4 1.7 loB 

20-30 1.5 1.9 2.0 

30-50 1.8 2.4 2.4 

50-100 1.9 3.2 2.1 

100-200 1.5 3.4 1.5 

200 & over .6 3.2 1.3 

1\11 income classes 1.6 2.1 2.0 

!/ I\fter-tax income equals expanded income minus income and social security taxes . 

JOInt Committee on Taxation 
April 9, 1981 





Expanded 
Income 
-rouor-
Below $5 

$5-10 

10-15 

15-20 

20-30 

30-50 

50-100 

100-200 

200 & over 

'fOTAL 

TABLE 7. Percent Distribution of Change in Tax Liability by Income Class: 
Scheduled Tax Increases and Selected Tax Cuts 

(1981 Income Level) 

Total Scheduled Income 
& Social Security Tax · 
Increase for 1981 

1. 6% 

7.1 

8.3 
./ 

9.8 

22.6 

31.1 

14.5 

3.8 

~ 

100.0 

Administration's 
Proposal - First Full 
Year 10% Rate Cut 

.2% 

3.1 

6.4 

8.7 

21.1 

31.0 

18.0 

6.7 

~ 

100.0 

JOl.nt Comml.ttee on 'faxatlon 
April 9, 1981 

Senate Finance 
Committee Blll 

.9% 

6.9 

8.8 

9.8 

23.6 

32.2 

12.6 

3.1 

~ 

100.0 





Table 8.--Percent Distribution of Income Tax Liability by Income Class: After Repeal of 
Scheduled Tax Increases or Selected Tax Cuts 

After Administra-
After repeal of tion's proposal-- After Senate 
scheduled income first full year Finance Com-

Present law tax increases 10% rate cut mittee bill 

!'xpanded income Amount Percent Amount ~ Amount Percent Amount Percent 

Be low $5 _151
1 _0.1%1 -300

1 -0.1.%1 -226
1 _0.1%1 -416 _0.2%1 

5 - 10 6,381 2.2 5,290 1.9 5,450 2.1 4,361 1.7 

10 - 15 16,317 5.7 15,160 5.6 14,391 5.6 1],759 5.] 

15 - 20 22,927 8.0 21,639 8.0 20,]52 1.9 20,116 7.8 

20 - 30 58,558 20.4 55,419 20.4 52,179 20.4 51,662 20.1 

30 - 50 85,706 29.9 81,300 29.9 76,312 29.8 76,296 29.6 

50 - 100 51,631 10.0 49,241 10.1 46,174 10.0 47,950 10.6 

100 - 200 24,125 0.4 2],4]7 8.6 22,090 0.6 2],220 9.0 

200 and over 21,110 7.4 20,878 7.7 19,636 7.7 20,481 8.0 

Total 286,659 100.0 272,066 100.0 256,350 100.0 257,437 100 . 0 

!I Negative numbers refer to the refunds which result when the refundable earned income credit exceeds tax liabi1i t 

.. • Joint Committee bn Ta~io~ 
April 9, 1981 ., 





TABLE 9. Average Change in Tax Liability for Affected Returns: Selected Tax Cut Proposals 
(Returns in Thousands, 1981 Income Level) 

Expanded Administration Proposal-
Income First· Full Year 10% Rate 

(000) Returns Average Tax 
Affected Reduction 

De10w $5 4,445 $ 16 

$ 5-10 14,090 66 

10-15 13,139 147 

15-20 10,181 244 

20-30 16,852 379 

30-50 13,531 694 

50-100 3,541 1,541 

100-200 585 3,481 

200 & over --1..!!. 10,468 

All income classes 71,116 393 

Joint Comm1ttee on TaxatIon 
April 9, 1981 

Cut Senate Finance Committee Bill 
Returns Average Tax 
Affected Reduction 

6,468 $ 40 

15,326 132 

13,177 194 

10,192 266 

16,855 409 

13,590 692 

3,584 1,025 

626 1,447 

~ 3,921 

80,577 363 





TABLE 10. -- Aggregate Change in Revenue by Income Class: Administration's 
for 1981, 1982, 1983 and 1984 

(1981 Income Level, Returns in Thousands, Dollars in 

Expanded 
Income 1981 
-----miiOl Returns 

Affected 

Below $5 4,445 

$5-10 14 ,090 

10-15 13,139 

15-20 10,787 

20-30 16,852 

30-50 13,537 

50-100 3,541 

100-200 585 

200 & over 141 

'l'O'rAL 77,116 

Joint Committee on Taxation 
April 9, 1981 

Tax Change 

-35 

-466 

-940 

-1,262 

-3,096 

-4,443 

-2,602 

-988 

-767 

-14,598 

-

1982 
Returns Tax Change Returns 
Affected Affected 

4,445 -10 4,445 

14 ,090 -1,107 14 ,090 

13,139 -2,474 13,139 

10,787 -3,508 10,787 

16,852 -8,649 16,852 

13,537 -12,789 13,537 

3,541 -7,674 3,541 

609 -2,975 609 

162 -2,207 162 

77 ,163 -41,452 77 ,163 

Proposed Reduction 

Millions) 

1983 1984 
Tax Change Returns Tax Change 

Affected 

-109 4,445 $ -143 

-1,857 14,090 - 2 ,320 

-4,039 13,139 -4,826 

-5,605 10,787 -6,645 

-13,802 16,852 -16,479 

-20,147 13,537 -23,60 1 

-12,235 3,541 -14,106 

-5,076 609 -5,946 

-3,950 162 -4,710 

-66,819 77,163 -78,850 





'j'1\UJ,E 11.-- Expanded Income, i~dlvidual Income Taxes, Social Security Taxes and After-:tax Expandeo lncol'le: Current L~w 
(1981 Income Level, Returns in Thousands, Dollars in Millions) 

Returns with Individual Income 
Tax Liabllity 

1\11 Returns Income Credit 

Number of 
Exp.:lndc d Returns Expanded Number of 
In come (000) Income Returns 
- ---
Below $5 18,144 $ 38,782 6,463 

$ 5 - 10 16,128 120,233 15,306 

t o - ]5 13,413 166,112 13,158 

1 5 - 20 10,875 189,741 10,791 

20 - 30 16,977 419,530 16,857 

) 0 - 50 13,650 511,729 13,596 

50 - 100 3,609 232,033 3,589 

100 - 200 637 84,498 633 

200 f, over 165 68,065 164 

TO']'1\L 93,599 1,830,722 80,557 

II T.:lX net of outlay portion of earned income credit. 
21 Elllp loyee and self-employed portion only. 

or Earned 

Total 
Individual 

!I Income Tax 

-157 

6,381 

16,317 

22,987 

58,558 

85,706 

51,631 

24,125 

21,110 

286,659 

I I 1\f te r-tax income equals expanded income minus income and social security taxes, 

·.Joi nt COlnlluttee on Taxation 
1\pr i l 9, 1981 

• • 

Returns with 
Social Security Tax 

Total 
Social 

Number of Security After-tax 
Returns Tax ~I Expanded Incomel! 

15,225 2,804 $ 36,135 

13 ,028 6,518 107,334 

11,156 9,141 140,654 

9,431 10,900 155,854 

14,961 24,238 336,734 

12,095 26,538 399,485 

3,107 7,595 172,807 

521 1,335 59,038 

131 338 46,617 

79,655 89,407 1,454,656 

• • 





Expanded 
Income 

($ Thousand) 

Below $5 
$5 - 10 
10 - 15 
15 - 20 
20 - 30 
30 - 50 
50 - 100 

100 - 200 
200 & over 

TOTAL 

Expanded 
Income 

(~ Thousand) 

Below $5 
$5 - 10 
10 - 15 
15 - 20 
20 - 30 
30 - 50 
50 - 100 

100 - 200 
200 & over 

TOTAL 

Table 12 

FEDERAL INDrvIDUAL INCOME TAX LIABILITY UNDER 

1981 INCOME LEVEL AND LAW, FOR TAXABLE RETURNS * 

TAX LIABILITY 

B:i 
Single 

473 
5,907 

10,119 
11,178 
15,475 

8,767 
4,306 
2,186 
2,930 

61,339 

Sl.ngle 
B:i 

4,109 
9,572 
6,444 
3,995 
3,319 
1,088 

254 
56 

__ 1_8 

28,854 

(Millions of dollars} 

Schedule 
Joint 

18 
788 

4,457 
9,527 

39,441 
75,095 
46,396 
21,443 
17,568 

214,732 

Head 

2 
372 

1,744 
2,284 
3,644 
1,847 

931 
496 
~ 

11,933 

NUMBER OF 
RETURNS 

B:i Deduction 
Standard Itemized 

431 62 
6,340 726 

13,789 2,532 
17,323 5,665 
35,375 23,184 
26,748 58,960 

5,038 46,594 
1,200 22,926 

~ 20,404 

106,951 181,053 

(Returns in Thousands) 

Schedule B:i Deduction 
JOl.nt Bead Standard Iteml.zed 

125 35 3,848 421 
2,439 920 11,408 1,527 
5,221 1,470 10,886 2,249 
5,686 1,106 7,494 3,293 

12,543 994 9,192 7,666 
12,222 286 3,698 9,898 

3,275 60 320 3,268 
562 15 32 601 

~ ___ 3 ___ 5 ~ 

42,216 4,890 46,882 29,078 

Details may not add to totals because of rounding. 

• 

493 
7,066 

16,320 
22,988 
58,558 
85,706 
51,631 
24,125 
21,110 

287,997 

• 
Total 

4,269 
12,931 
13,135 
10,787 
16,857 
13,596 

3,589 
632 
~ 

75,960 

*Does not include returns receiving an outlay portion of the earned income 
credit; the number of these returns and their tax liability are included 
in the third and fourth columns in Table 11. 

• 
JOl.nt COmml.ttee on Taxatl.on 
April 9, 1981 
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Table 13 
AVE?.AGE AND HARGIN1>-.L INCOHE 

Calendar 
Year 

1962 

1963 

1964 

1965 

1966 

1967 

1968!1 

1969!1 

1970!l 

1971 

1972 

1973 

1974 

1975 

1976 

1977 

1979.£1 

1981.£1 

Includes the surcharge 

Estimated 

Average 
Rate Y 

12.9% 

13.1 

11.9 

11.5 

12.0 

12.5 

13.8 

14.3 

13.3 

12.7 

12.5 

13.1 

13.7 

13.1 

l3.5 

l3.8 

14.6 

15.9 

TA.o,: RATES 

Hargina1 
P.ate 4/ 

24.9% 

26.1 

22.7 

21. 8 

22.2 

22.9 

27.0 

27.5 

24.5 

24.0 

24.4 

25.7 

26.2 

26.8 

27.8 

28.7 

30.6 

32.2 

y 
The average tax rate equals individual income tax liability for 

calendar year divided by adjusted gross income. 

!I 
The marginal tax rate is the tax rate applicable to the last 

dollar of income. The table shows the weiqhted averaqe mar~inal 
tax rate for all tax returns, weighted by adjusted g~osS income. 

Joint Committee on Taxation 
April 9, 1981 




