






































































































































Table 2.—Fiscal Year Revenue Effect of the Administration’s Tax Proposals !

[In millions of dollars]

Full year

Fiscal year

Provisions 1976 1979 1980 1981 1982 1983
$240 credit and reduced tax rates_ - ____.______ —17,305 | —22,544 —25,669 —29,166 —33,394 —38,497
Itemized deduction changes:
Repeal gasoline tax deductions- - _________ 582 603 947 1, 080 1,230 1,402
Repeal sales tax deductions_ . ____________ 1,672 1,734 2,720 3, 100 3, 535 4,030
Repeal miscellaneous tax deductions____.___ 384 398 625 712 812 926
Deduction for medical and casualty ex-
PensesStEEEEI TSR S 1, 396 1, 336 2, 056 2, 282 2, 533 2, 812
Repeal political contributions deduction .. _ . 2 1 3 3 & 3
Repeal alternative capital gains tax___________ 113 | . 140 151 162 174
Individual real estate tax shelters_____________ 320 9 93 228 361 448
Taxation of unemployment benefits_ . .________ 275 151 208 205 204 211
Tax interest element of annuity contracts-_____ 320 |- _______ 12 26 40 57
Minimum tax change________________________ 229 | _____. 284 306 329 353
Taxable bond option (individual)?____________ 255 30 301 783 1, 381 1, 873
Extend 10-percent investment tax credit to
structures (individual) _____________________ —36 —55 —61 —72 —81 —82
Limit individual tax credits to 90 percent of tax
before eredits_____________________________ 38 7 58 64 71 74
Tax qualified retirement plans and employee
death benefits_ . __________________________ 30 5 34 35 35 33
Corporate real estate shelters.________________ 180 18 75 152 226 296
Corporate family farm accounting_____________ 30 18 33 18 8 6
Bad debt reserves:
Commercial banks______.________________ 196 102 229 232 138 29
Mutual savings banks and savings and
loams__________________ . 82 17 59 112 179 264
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Credit unions._ . _______________________ 82 10 35 65 101 145
Entertainment expenses________ ______________ 1,125 664 1, 547 1, 695 1, 843 2,011
Taxable bond option (corporations)? __________ —24 = —29 —61 —94 —130
Phase out DISC over 3 years_..__ . ___-_______ 852 249 807 1, 551 1,771 1, 675
Phase out deferral of tax on foreign source

INCOMe. _ e 523 40 174 500 796 860
Corporate tax rate reduction._ . _ ______________ —5,718 —3,953 —7,078 —8,827 —9 570 —10,339
At risk limitation__________________._________ 10 2 14 10 8 5
Increase investment tax credit limit to 90 per-

cont¥ W aem—. S0 T & =/l — 307 —744 —368 —150 —199
Extend 10 percent investment tax credit to

structures (corporations)._.__________________ —1,085 | —1,725 —1,506 —1,748 —1,961 —2, 161
Nondiscrimination rule for health and group

term lifeplans____________________________ 29 14 32 33 34 35
Full investment tax credit for pollution abate-

ment facilities. - __________________________ —90 —184 =iy —116 —122 —128
Total individual - - _ _________________________ —11,725 | —18,325 —18,249 —20,263 —22,779 —26,183
Total corporate_____________________________ —3, 849 —5,132 —6,451 —6,752 —6,793 —17, 631

Subtotal, income tax proposals__________ —15,574 | —23,457 —24,700 —27,015 —29,572 —33,814
Repeal telephone exeise tax_ _ ________________|__________ —955 —1,050 —700 —250 __________
Reduce unemployment payroll tax rate________|_ _____.___ —600 —900 —900 —1,001 —1, 100
Total oo so fwwer. _____________ i —15,574 | —25,012 —26,650 —28,615 —30,822 —3,9403

* There estimates assume the extension of all temporary provisions in present law (not shown), as proposed by the Administration,

except the jobs tax credit.

* Fiscal year outlays associated with this proposal would be $99 million in fiscal 1979 and rise to $2.2 billion in 1983. For estimates
of 1980, 1981, and 1982 outlays, see the summary of this proposal in section II.H.1, above, and the Budget of the U.S. Government for

fiscal year 1979, table 15, p 474.

Source: Office of the Secretary of the Treasury, Office of Tax Analysis.



Table 3.—Calendar Year Revenue Effect of the Administration’s Tax Proposals *

[In millions of dollars]

Calendar year
Full year
1976 1978 1979 1980 1981 1982 1983
$240 credit and reduced tax rates___| —17,305 | —6,067 —23,538 —26,583 —30,272 —34,732 —40,110
Itemized deduction changes:
Repeal gasoline tax deductions. 582/ I 862 983 1,121 1,277 1,456
Repeal sales tax deductions_ _ _ _ 1PN 7,2 S ——— 2,477 2, 824 3,219 3,670 4, 184
Repeal miscellaneous tax de-
ductions_ __________________ 384 |__________ 569 649 739 843 961
Deduction for medical and casu-
alty expenses_______________ 1,396 |- _______ 1,909 2,119 X352 2,611 2, 898
Repeal political contributions
deduction. _________________ 2 e e 2 4 2 % 3
Repeal alternative capital gains tax_ NI SR 140 151 162 174 187
Individual real estate tax shelters___ 52 () I 61 181 296 407 514
Taxation of unemployment benefits_ P7bR 21 ST 212 207 204 204 214
Tax interest element of annuity con-

TGS SN I S 320 | ______.__ 12 26 40 57 80
Minimum tax change._____________ 229 (. ____. 284 306 329 353 380
Taxable bond option (individual) 2_ _ 255 I 197 592 1, 080 1, 666 282118
Extend 10-percent investment tax

credit to structures (individual)___ —36 —47 —54 —65 —173 —179 —86
Limit individual tax credits to 90

percent of tax before credits__.____ 8 lemome e et 52 58 64 71 9
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Tax qualified retirement plans and
employee death benefits__________

30

__________ 32 32 33 33 34
Corporate real estate shelters_______ 180 |- __.____ 40 118 194 265 335
Corporate family farm accounting_.__ 30 |ocooo 40 25 10 5 7t
Bad debt reserves:
Commercial banks____________ 196 |- ________ 227 232 232 23 6
Mutual savings banks and sav-
ings and loans______________ SO | RS 37 85 145 221 316
Credit unions_________________ 82 | 22 90 83 125 171
Entertainment expenses____________ 1RR12 S~ S 1,476 1, 633 1,771 1, 932 2, 107
Taxable bond option (corporations)?_| —24 \__________ —15 . —47 —79 —113 —150
Phase out DISC over 3 years_______ 852 193 664 1, 228 1513 1, 613 1,751
Phase out deferral of tax on foreign
source income_ _ _ _______________ 5 2 88 280 768 830 897
Corporate tax rate reduction_ _ _____ —5,718 —1,349 —5,965 —8§,516 —9,228 —10,010 —10,764
At risk limitation_________________ OR|E S — 14 10 8 5 6
- Increase investment tax credit limit
to 90 percent.__________________ —71 | —882 —576 —114 —194 —205
Extend 10-percent investment tax
credit to structures (corporations)_| —1,055 —1,100 —1,389 —1,649 —1,869 —2,074 —2, 268
Nondiscrimination rule for health
and group term life plans__.______ 2.0 3| IS S 32 33 34 35 36
Full investment tax credit for pollu-
tion abatement facilities._________ —90 —142 —93 —107 —127 —115 —144
Total individual .- _______________ —11,725 | —6,114 —16,783 —18,516 —20,704 —23,442 —26,988
Total corporate___________________ —3,849 | —2,398 —5,704 —7,201 —6,659 —7,454 —7, 869
Subtotal, income tax proposal.| —15, 574 —8,512 —22,487 —25,717 —27,363 —30,896 —34, 857
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Table 3.—Calendar Year Revenue Effect of the Administration’s Tax Proposals '—Continued

[In millions of dollars]

Calendar year
Full year
1976 1978 1979 1980 1981 1982 1983
Repeal telephone excise tax_ . _____|-_________ —355  —1,200 —900 =0 e
Reduce unemployment payroll tax
rrioTNN L, | e B —850 —900 —950 —1,000 —1,050
Total . ._________ —15,574 | —8,867 —24,537 —27,517 —28,813 —31,896 —35,907

*There estimates assume the extension of all temporary provisions in present law (not shown), as proposed by the Administration,

except the jobs tax credit.
* Calendar year outlays associated with this proposal would be $199 million in 1979, $592 million in 1980, and $2.4 billion in 1983. See

footnote 2 to table 2.
Source : Office of the Secretary of the Treasury, Office of Tax Analysis.



Table 4.—Distribution of the Administration’s 1979 Individual Tax Rate Cut, $240 Credit, Itemized Deduction,
Minimum Tax, and Alternative Tax Changes by Expanded Income Class*

[1976 income level]

Percentage

Returns with Amount of Returns with Amount of Net tax distribution

tax decrease tax decrease tax increase tax increase change of net tax

Expanded income class? (thousands) (millions) (thousands) (millions) (millions) decrease
0t0%$5000_ . _________________ 5, 097 $—421 10 $1 $—420 3.2
$5,000 to $10,000________________ 16, 639 —1, 936 280 17 —1, 919 14. 8
$10,000 to $15,000_ . _____________ 15, 056 —2, 851 712 51 —2,798 21.6
$15,000 to $20,000_ ______________ 11, 269 —3, 003 487 52 —2, 951 22.8
$20,000 to $30,000_ ______________ 9, 449 —3, 515 400 48 —3, 467 26. 8
$30,000 to $50,000_ . ____________ 3,014 —1, 370 318 85 —1, 285 9.9
$50,000 to $100,000_ . ____________ 805 —465 177 128 —337 2.6
$100,000 and over_ _ _ ____________ 133 —110 112 357 247 —1.9
Total ____________________ 61, 462 —13, 669 2, 495 741 —12,928 100.0

! The Administration proposal makes 5.9 million returns nontaxable and causes 6.1 million to switch to the standard deduction.
*Expanded income equals adjusted gross income plus minimum tax preferences less investment interest expense to the extent of

investment income.

Note : Details may not add to totals because of rounding.
Source: Office of the Secretary of the Treasury, Office of Tax Analysis.
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Table 5.—Federal Individual Income Tax and Social Security Tax Burden * Under the Administration’s 1979 In-
dividual Tax Rate Cut, $240 Credit and Itemized Deduction Changes for a Single Person and Married Couples
With No, 1, and 2 Dependents (Assuming a One Earner > Family With Deductible Personal Expenses of 23
Percent of Income Under Present Law and 20 Percent Under the Proposal)

Tax liability
Married couple with no Married couple with 1 Married conple with 2
Single person dependents dependent dependents

Under Under FICA Net Under Under FICA Net Under Under FICA Net Under Under FICA Net
present the Reduc- tax in- reduc- present the Reduc- tax in- reduc- present the Rednc- tax in- rednc- present the Reduc- tax in- reduc-
Wage income law pro- tion crease tion law pro- tion crease tion law pro- tion crease tion law pro- tion crease tion

posal posal posal posal
0 0 8 —8 0 0 0 8 —8 —300 —300 0 8 -8 —300 —300 0 8 —8
179 100 14 86 [1} 1] 0 14 —14 =300 —300 0 14 —14 =300 —300 0 14 —14
367 82 17 66 1156 0 1156 17 98 —200 —200 0 17 —17 =200 —200 0 17 —17
765 45 22 23 431 254 177 22 155 273 14 259 22 237 120 0 120 22 98
1,165 34 28 6 761 614 147 28 119 620 374 246 28 218 446 134 312 28 284
1,646 —13 36 —58 1,186 1,077 109 30 74 1,059 837 222 35 187 917 597 320 35 2856
2,106 21 42 —21 1,651 1,552 99 42 57 1,486 1,312 174 42 132 1,330 1,072 258 42 216
2,605 56 49 6 2,075 1,990 86 49 36 1,910 1,750 160 49 111 1,745 1,510 236 49 186
3,105 127 120 7 2,655 2,390 165 120 45 2,368 2,150 218 120 98 2,180 1,910 270 120 150
4,265 245 298 —b63 3,670 3,310 260 208 —38 3,360 3,070 290 298 —8 3,160 2,830 320 298 22
5,586 365 298 67 4,712 4,390 322 208 24 4,472 4,150 322 208 24 4,232 3,910 322 298 24
7,105 396 298 97 6,002 5,670 332 298 34 5732 5,430 302 298 104 5,464 5,190 274 298 —24
8, 745 488 298 190 7,427 7,110 317 298 19 7,135 6,870 265 298 —33 6,848 6,630 218 298 —80

*Computed without reference to the tax tables
prior law and 6.13 percent to $22,900 under present law.
*Two earner families are somewhat better off under the recently enacted FICA increase for incomes of $17,500 to $30,000 above. They

are worse off at $40,000 and above.

Note: Details may not add to totals because of rounding.
Source : Office of the Secretary of the Treasury, Office of Tax Analysis.

. FICA tax increases include the empioyee share only of 5.85 percent to $18,900 under
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Table 6.—Distribution of Administration 1979 Individual Tax Rate
Cut and $240 Credit in lieu of the $750 Exemption ' By Expanded
Income Class

[1976 income level]

Returns Amount Percentage

with tax of tax  distribution

decrease? decrease of tax

Expanded Income class? (thousands)  (millions) decrease
=555000 - = S ot 5,104 —$423 2.4
$5,000 to $10,000_ . ______________ 16, 919 —2, 008 11.6
$10,000 to $15,000_______________ 15, 764 —3, 150 18.2
$15,000 to $20,000- . . ________ : 11, 753 —3, 588 20.7
$20,000 to $30,000_ ______________ 9, 845 —4, 688 27. 1
$30,000 to $50,000_ - ___________ 3, 325 —2, 217 12.8
$50,000 to $100,000_ _____________ 975 —881 5.1
$100,000 and over_ _ _ ____________ 242 —359 2.1
Total_ ___________________ 63,926 —17,314 100.0

1 6.2 million returns are made nontaxable.

* Nearly 30 thousand returns have tax increases of about $9 million.

! Expanded income equals adjusted gross income plus minimum tax preferences -
less investment interest expense to the extent of investment income.

Source : Office of the Secretary of the Treasury, Office of Tax Analysis.



Table 7.—Administration’s Proposed Individual Tax Rate Schedules for Joint Returns

Present law 1979 Tax proposal
Tax rate on Tax rate on
Tax at low income in Tax at low income in
end of bracket end of bracket
Taxable income bracket bracket (percent) bracket (percent)
$0 to $3,200. . _ e 0 0 0 0
SEM2NORCOREAN() () SIS NGRS IO S 0 14 0 12
$4:200060:$65,200 00 200 0 S0 Lo PR S S 140 15 120 14
$5,200 to $6,200_ _ __ __ . __ o ____. 290 16 260 16
$6,200 to $7,200. _ _ _ e i 450 17 420 17
$7,200 to $11,200_ _ __ _ . 620 19 590 18
S 0 e SIS 200 B R e e e e 1, 380 22 1, 310 19
$15,200 to $19,200. - __ . 2, 260 25 2, 070 20
$19,200 to $23,200_ __ _ __ _ _ _ e 3, 260 28 2, 870 23
$23,20060/$27,2000 08 ool oo i SuuBia it a0 0 4, 380 32 3,790 27
$27,200 0 $31,200_ _ . 5, 660 36 4, 870 32
$31,200 to $35,200. - _ . 7,100 39 6, 150 36
$35,200 to $39,200. - __ o __. 8, 660 42 7, 590 39

$39,200 to $43.200_ - ____________________________~~ "~ 10, 340 45 9, 150 42

0¢



$43,200 60 $47,200 - _ _ 12, 140

$47.200 0 $51,200 - e 14, 060
$51,200 0 $55,200 - _ e 16, 060
$55,200 £0 $57,200 - 18, 060
$57,200 0 $65,200_ 19, 120
$65,200 to $67,200_ _ _ __ .. 23, 360
$67,200 £0 $79,200 - 24, 420
$79,200 t0 $91,200 - — - @ 31, 020
$91,200 to $93,200_ _ __ . 37, 980
$93,200 to $103,200_ ___ _ __ .. 39, 180
$103,200 to $113,200__ __ __ . 45, 180
$113,200 to $123,200 _ _ . _ .l 51, 380
$123,200 to $133,200_ _ __ __ . 57, 580
$133,200 to $143,200_ _ _ _ oo 63, 980
$143,200 to $153,200 . _ _ oo 70, 380
$153,200 t0 $163,200_ __ e 76, 980
$163,200 t0 $178,200_ e 83, 580
$178,200 to $183,200_ _ __ _ _ _ __ . 98, 780
$183,200 to $203,200_ _ __ _ _ e 97, 180
$203,200 and over_ _ _ __ __ __ e 110, 980

10, 830
12, 590
14, 510
16, 430
17, 450
21, 530
22, 550
29, 030
35, 870
37, 010
43,010
49, 010
55, 210
61, 410
67, 810
74, 210
80, 710
90, 460
93, 760

106, 960

Source : Office of the Secretary of the Treasury, Office of Tax Analysis.
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Table 8.—Administration’s Proposed Individual Tax Rate Schedules for Single Returns

Present law 1979 tax proposal
Taxable income bracket Tax at low Tax rate on Tax at low Tax rate on
end of income in end of income in
bracket bracket bracket bracket
SOREORSZ2 () () S 0 0 0 0
$2,200 to $2,700. _ _ - _ e 0 14 0 12
$2,700 to $3,200_ _ ____ __ e 70 15 60 13
$3,200 to 83,700 . _ __ e 145 16 125 15
$3,700 to $4,200_ _ __ _ _ _ e 225 17 200 15
$4,200 to $5,200_ __ _ _ _ _ e 310 19 275 18
$5,200 to $6,200_ _ __ _ _ _ oo 500 19 455 19
$6,200 to $8,200 . _ _ _ _ _ e 690 21 645 20
$8,200 to $10,200 _ _ _ _ __ _ e 1,110 24 1, 045 20
$10,200 to $12,200._ - __ _ __ e 1, 590 25 1,445 22
$12,200 to $14,200. _ e 2,090 7 1, 885 23
$14,200 to $16,200. _ _ __ ___ ___ e 2,630 29 2, 345 25
$16,200 to $18,200 - - _ _ _ e 3,210 31 2, 845 25
$18,200 to $20,200 . _ __ _ __ _ e 3, 830 34 3, 345 29
$205200 to $22,200_ _ _ _ _ _ __ e 4,510 36 3, 924 29

$22,200 to $24,200_ ___ _________ o _____ 5, 230 38 4, 505 33

(4"



$24,200 to $26,200 . _ _ _ e
$26,200 to $28,200 _ _ _ _ _ _ e
$28,200 to $30,200 _ _ _ - _ e
$30,200 to $34,200_ _ _ _ __ e
$34,200 to $38,200 _ _ _ . __ e
$38,200 to $40,200 _ _ _ _ _ _ e
$40,200 to $42,200_ __ __ ___ e
$42,200 to $46,200._ __ _ __ __ e
$46,200 to $50,200_ _ _ _ _ ___ e
$50,200 to $52,200 _ __ _ e
$52,200 to $54,200 _ _ _ _ _ e
$54,200 to $56,200 _ _ __ _ ___ e
$56,200 to $62,200_ _ __ _ _ _ _ _ e
$62,200 to $64,200_ __ __
$64,200 to $66,200_ _ _ _ _ _ __ e
$66,200 t0 $72,200_ o ___
$72,200 to $78,200 _ _ _ _ __ _ e
$78,200 to $82,200_ _ _ _ _ e
$82,200 to $90,200 . _ _ _ _ e
$90,200 to $92,200 - _ - _ e
$92,200 to $102,200_ __ .
$102,200 and over_ - _ _ __ _ o _

5,990
6, 790
7, 590
8, 490
10, 290
12, 290
13, 290
14, 390
16, 590
18, 990
20, 190
21, 430
22, 670
26, 390
27, 670
28, 950
32, 790
36, 750
39, 390
44, 830
46, 190
53, 090

5, 165
5, 825
6, 585
7,345
8, 985
10, 825
11,825
12, 825
14, 865
17,145
18, 305
19, 465
20, 665
24, 265
25, 465
26, 725
30, 505
34, 285
36, 925
42,205
43, 525
50, 225

33
38
38
41
46
50
50
51

58
58
60
60
60
63
63
63
66
66
66
67
68

Source : Office of the Secretary of the Treasury, Office of Tax Analysis.
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Table 9.—Distribution of the Administration’s Proposed Itemized
Deduction Changes (Repeal of the State Gasoline, Sales, and
Personal Property Tax Deductions and a 10-percent Floor on |
Medical and Casualty), By Expanded Income Class?

[1976 income level]

‘1

i

\

Returns

with tax Amount Percentage |
increase of tax  distribution
(thou- increase of tax
Expanded income? sands) (millions) increase

0t0 $5,000__________________.__ 82 $2 Q)

$5,000 to $10,000_._ . ________.__ 1,038 89 2.2
$10,000 to $15,000. .. __________ 3,160 352 8.7
$15,000 to $20,000-_ . - __________ 4,536 636 15.8
$20,000 to $30,000. ... _______ 6,252 1,220 30.2
$30,000 to $50,000_ . ___________ 2,727 930 23.0
$50,000 to $100,000. ... ______ 882 524 13.0
$100,000 and over. ______________ 232 281 7.0
Total __.____ _____________ 18,909 4,035 100.0

! These provisions would cause an estimated 6.1 million returns to switch to

the standard deduction.

? Expanded income equals adjusted gross income plus minimum tax preferences
less investment interest expense to the extent of investment income.

® Less than half of 1 percent.

Source : Oﬁice of the Secretary of the Treasury, Office of Tax Analysis.
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Appendix B: Tax-Free Income Levels Under Present Law and the
Administration Proposal Compared to Projected Property

Levels
Tax-free levels
Adminis- Projected
tration 1979
Present proposal, poverty
law 1979 levels 1!
Single person._ _ _________________ $3, 200 $3, 967 $3, 449
Couple without children__________ 5, 200 6, 553 4,438
Familyof 4_.___________________ 7,200 9, 256 6, 959

1 Applicable to nonfarm families. Assumes Consumer Price Index of 203.9 in 1979.
Source : Office of the Secretary of the Treasury, Office of Tax Analysis.






