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Allocating Tax Burdens and

Government Benefiis
By Income Class

How much do families at each income
level pay, on the average, in taxes, hid-
den 2s well as direct?  yw much benefit
do they get frum goverament expendi-
tures? These are question: of perennial
interest and significance for public pol-
icy decisions.

This study provides some provisicnal
answers 0 such questions. Becaus> of
the limitations of data, the study is con-
fined to broad estimates of (1) the total
_ tax burden — Federal and state-local —
on families and unattached individuals
hy income class and by major type of
tax, and (2) the benefits of government
expenditures by major groups of pro-
grams.

Estimates of the distribution of the
tax burden and expenditure benefits re-
quire assumptions about the incidence
of taxation and the distribution of bene-
fits. An element of judgmest also appears
in <ciecting appropriate definitions of
in-ome, taxes, and benefits. The methods
used in this study are similar to those
used in earlier studies by Tax Founda-
tion and others. A brief discussion of
methods and assumptions is given below
following the summary of major find-
ings.

MajorFindings

Asshown by Chart 1, the total effect of
government taxing and spending is a
substantial redistribution of income in
favor of low income groups. In 1961

benefits exceeded the tax burden by a
ratio of more than 4 to 1 for families in
the under $2,000 income class { Table 1).
On the other hand, for families in the
£15,000 and over class estimated total
taxes excreded the benefits of govem-
ment expcnditures by about 160 percent.
Benefits exceeded burdecns up to za in-
core level of about $5,000 in 1951.

Fcr the purpose of these e<timates.
government expenditures were divided
into two broad groups: (1) general
benefit expenditures — those for which
benefits can be allocated to families only
in very general ways, and (2) specific
expenditures, such as veterans benefits,
which can be attributed and allocated
to identifiable groups of families by in-
come class. The general benefit expendi-
tures include those for national defense
and intermational affairs, commerce and
finance, health and sanitation, civilian
safety, transportation other than streets
and highways, and general government
administration. The specific categories
of expenditures include those for educa-
tion, highwavs, veterans henefits, public
welfare, Iabor and manpower, agricul-
ture, social insurance, and interest.

It is evident from Table 1 that the re-
distribution resulting from government
taxing and spending is not merely the
result of the large amount of “general
benefit expenditures,” which can be at-
tributed to all families in about the same
measure. The redistribution through
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~Table 1 ]
Redistribution Through Public Finance fcr all Families

By Income Class — 1861
Intome slaasin)
. $1,000 93,000 [ #8,000 90,000 7,500  $10 $10,000
maTI0 3000 ase  aem 4.§ o A I u.‘:': or YoTaL
Total expenditures Ratio of govarnment expenditure benafits to tax burdens
Total taxes _ ; :
(1) Standard assumptions® 4.1 " 26 1.7 1.2 0l 9 8 7 4 1.0
{2) Genural benefits allocated : 5
all on number of families 53 3.0 1.9 1.3 1.0 9 N . B bR 1.0
(3) Excluding general benefitss 4.8 3l 1.8 1.2 1.0 8 . 7 6 3 1.0
Federal expenditures ' \
Federas taxes 6.1 33 1.9 1.3 pR ] A8 6 3 1.0
State-local expenditures® ' , _ i
State-local taxes 24 1.8 1.3 1.1 1.0 1.0 9 » | R 6 1.0
Social insurance benefits . - . .
Social insurance contributionse 74 4.3 24 9 N 5 4 3 A 1.0

d. The income class limits are expressed in money Incoma aftar parsonal taxes,
b ("«m-ral benn*it axpenditures aliocated half on the basis of numbaer of families and hatf on the basis of
he balis of consumption and hall on the basis of dividends.

n taxes allocatad hall on

ity mv .any Income;

€. Raho comparas the tax distribution after adjustment of the aggragala amount lo ag' ol the total axpanditures In the catagory shown.

¢t. After deduction of Fadaral grants.in-aid,

Source: Appandix Table . B9 and B.1G,




Chart 1

TOTAL TAX BURDEN AND EXPENDITURE
BENEFITS AS A PERCENT OF TOTAL INCOME
BY INCOME CLASS
(All Families — 1961)
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14999 and over

Income Class (money income after personzl taxes)

Source: Tables 3 and 5.

public finance is also very much in favor
of low income groups if we consider only
the specific benefit expenditures and the
share of taxes required for such pro-
grams. Table 1 shows that if we exclude
general benefit expenditures, and relate
remaining expenditures to estimated tax
burdens for these expenditures, benefits
exceeded tax burdens by a ratio of
4.8 to 1 for families with incomes under
$2,000 in 1961. For the total of these spe-
cific expenditure programs also, benefits

excecded tax burdens up to an income
level of about $6,000 in 1961.

The redistribution of income on the
Federal level is greater than on the state
and local level. On the basis of the
standard assumption concerning general
expenditure benefits (half allocated on
number of families and half on family
money income), families in the lowest
income category received Federal bene-
fits equal to about six times their Federal
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Federal, State, and Local Taxes as a Percentage of Total Income

Table 2

For All Families by Income Class - 1961

Inseme slags(a)
A A
TAX $2,000 2,088 3 49 5,000 7488 (X1 14,99 over TOTAL
Federal: ;
Individual income 20 34 4.9 7.0 7.5 84 9.6 - 109 172.6 9.0
Corporate income" 4.4 4.3 53 3.6 3.9 3.3 3.4 52 10.7 4.6
Excise and customs 3.4 32 36 33 3.2 3.1 2.8 2.6 1.6 29
Estate and gift - - - - - b - - 4.2 A
Social insurance contributions C 30 32 35 39 38 3.6 34 3.1 1.7 3.3
Total 128 14,1 17.4 17.8 18.4 184 19, 21.8 357 20,9
Total excluding social B
insurance 9.8 109 139 139 14.6 148 - 167 18.7 1340 16,9
State and Local:
Individual income A i@ 3 4 5 5 6 N 11 6
Corporate income" 2 3 4 3 3 2 2 3 Y ]
Sales, excise, and other 5.7 53 53 4.9 4.9 AL A2 a8 2.5 K]
Death and gift - - - - e - - - 1.1 W
Properiy and personal property 6.7 5.1 4.7 A2 4.0 38 ‘3.4 3l 24 3R
Social insurance contributions 1. 1.4 1.4 1.4 1.4 1.2 1.2 1.1 a7 1.2
Total 14.4 12.2 120 113 11.0 10,3 9,7 9.1 8.4 10.3
Total excluding social ) .
insurance 128 10.8 10.6 9.9 9.6 9.9 8.5 8.0 7.7 9.1
Total All Taxes 27.3 26.3 294 29.1 294 28,6 28,7 30.9 44,1 30,5

d. The income class limits are expressoad in money incom> after personal taxes, The total income an which the patcentagas in the body of the table are based ix » broad

incoma concept equivalent in the agpregate to net nalional praduct, Sea toxt for dixcusxion and Tabte 4 in the full stid y lor average incomas by incomne ciass,
b. Half of the burden of the corporale tax is assumed to be shiftad forward to consumars and hall is assumed to fall on shareholders,
Note® For number of families by incomn class, see Appendix Table A2,

Source: Appendix Tables B-9 and B-11.




tax burden as compared with state and
local benefits of only 24 times their
state and local tax burden. A similar
comparison in the highest income class
shows Federal benefits of only three-
tenths of the tax burden and state and
local benefits of only six-tenths of the
tax durden.

The Total Tax Burden. The total bur-
* den of Federal, state and local taxes is
approximately proportional up to a fam-
ily income level of $10,000. This range of
income included about 91 percent of all
~ famiiies in 1961. '

Above the $10,000 income level the
total tax burden shows a substantial de-
gree of progression. The over-all effec-
tive rate for families in the $15,000 and
. overclas in 1961 was 44 percent as com-
pared with an average for all families of
30.5 percent ( Table 2). The fact that all
families with incomes of $15,000 and
over (after personal taxes) are grouped
in one class means that the nature of the
tax structure at the upper end of the in-

- . come scale is left unexploced in this

study.
 The Federal Tax Burden. The total
Federal tax burden, including social in-
surance, shows a substantial degrzc of
progression throughout the i~zome
scale. The individual income tax burden
in 1961 rose from 2.0 percent for families
in the under $2,000 class to 17.6 percent
for families in the $15,000 and over class.
(The average level of these rates is
lower than would be expected on the
basis of income tax data because of the
broad definition of income used in this
study. See helow p. 11.)
The burden of the corporation income
- tax on the standard assumption (half
allocated on consumption and half on
the basis of dividends) was lowest in the

income range from $4,000 to $10,000,
and rose sharply at higher income levels
because of the concentration there of
dividend income.

On the other hand, the burden of sales,
excises and social insurance taxes was
heaviest at income levels of $3,000 to
$5.000. The sh_ht element of progression
at low income levels in Federal sales and
excise taxes reflected the rising impor-
tance of automobile sales and excise
taxes over the lower portion of the in-
comescale!

The element of progression in the so-
cial insurance tax burden reflects in part
the increased number of eamers per
family going from low to middle income
levels

The State and Local Tax Burden. The
total state and local tax burden, includ-
ing social insurance, declined from 144
percent for families in the under $2,000
class to 84 percent in the $15,000 and
over class. Excluding social insurance
(chiefly unemployment insurance), the
state and local burden declined from
125 percent in the under $2,000 class to
7.7 percent in the $15,000 and over class.
Excluding the lowest and highest income
classes, the range in the over-all burden
was from 12.2 percent in the $2,000 to
$3,000 class to 9.1 percent in the $10,000
to $15,000 class.

The burden of the individual income,
the corporation income, sales and excise
taxes followed a pattern similar to that
for the corresponding Federal taxes be-
cause the same bases of allocation were
used in both cases. The data available
were not sufficient in the ~ase of income
taxes to make a meaningful distinction
in the estimates of these taxes at the Fed-
eral as compared with the state and local

1. For further analysis by type of 1an, see Tan Foundation, Federol Non-Income Taxes, (New York: 1963).
2. P&‘%&r analysis sce Tax Foundation, Economic Aspecis of the Social Security Tax, (New York: 1966),
Pp- .
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- Table 3

Banefits of Government Expindituns asa Parcanfagorbf Total income ™
% For All Families by Incecme Class — 1867

f
.t

Ingome slasaie)
‘ $2,000 $3,000 $4,000 $8,000 " $7,500 $10,000 #15,000
EXPENDITURE 32,50 29m A o e .45101.“ 4 VR W e tem
Federal: _
General benefit expendituress. o 379 220 175 140 131 11.7 105 94 7.7 12.8
National defense and international :
affairs 32.1 18,6 148 125 111 S99 o 89 ' 79 6.5 108 | o
Other 1 58 34 27 23 20 18 1.6 1.5 . 12 2.0 '
Total excluding genaral benefit items 408 25,0 15,7 73 - 64 5.1 4.3 4.3 4.2 7.8
Total, standard assumpticne 78.7 "47.0 33.2 227 19.5 163 14.8 13 11.9 20.6
Total, general benefits all allocated on B “
number of families 103.6 56.0 37.7 245 - 198 15,8 12.6 10,2 7.0 20,6 i
State and Local:¢ ) N B " ;
General banefit expendituresh« 11.0 6.4 - 91 43 38 734 3.1 28 - 22 3.8
Total exc!uding general benetfit items 23.0 15,0 105 8.5 7.6 6.5 52 4.5 2.9 7.0
‘Total, standard assumption¢ 34,0 214 156 12.8 114 99 B3 7.3 .51 10.8
Total, general benefits all allocated on , i % .
number of families 41.3 24,0 16.9 133 =115y 96 1.6 63 37 10,8
All Governments: . b ) G LT : T ]
Total, standard assumptione EIR S P X ) 664 489 v 356 306 266 ' 231 © 209 1721 314
Total, gencral benefits ail allocated on \ < . ;
number of families 1449 80.1 54,6 aza 313 - 253 202 165 107 314 .
Total excluding general benefit items 63.8 40,0 26.3 164 4.0 11,6 9.5 a7 7.2 AR
Total excluding social insurance 84.3 51.5 39.0 317 28.0 4.7 217 104 16.8 2745

- The income class Hmits are axpressed in money income aftar personal taxes, “Parsornl (axes” consists mainly of Fedaral, siate nnd local Income tages, The tatal

a
income on which the percantages are based % a braad incoma concept equivalant in the MRRrepate to nel national product,
b. Consists of general governmant (excluding interest), transportation (axcluding highways), commerce and finance, housing and « ity davalopment, health mnd N
sanitation, civilian salely, and miscellanoous, : s
¢. General benefit items allocated half on the basis of number of tamilies and hatl on tamily monty incame, Lo o b
d. After deduction of Federal grants-in-aid. o WAy S s
Sousce: Appendix Tables B+10 and B-11. i : ‘ ; ‘ i ' 7 o o
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Federal, State, and Local Taxes as a Pelcent;ge of "i"otai Inc;me "
For all Families by Income Class — 1965» Do ™ s 53 N

Iy o
L=

i Income clazsiv
$2,000 ”.':” :";2.? ' §8,000 sl‘gﬂ ﬂ‘:eo m'.m $|.ll.iﬂ!

[ Under 1o fo o
1M _ $2000 - 2,9 ash 3,49 740 (X1 14,009 sver YOTAL
Federal: ; , , CAE T v

Individual income *1.9 3.1 45 . 64 - 69 7.7 88 10.0 16.1 83
Cotporate income 4.5 43 . 55 3.6 3 34 3.4 5.3 109 A.6
" Excises and customs 3.3 3l a3 13,1 30 .28 . 26 2.4 e 2.7
. Estate and gift i —_ - — e e T e _ — A6 5
. Social insurance 32 .34 38 ' 41 40 3.8 35 - 33 1.7 ' 3.5
' Total 13.0 140 c17.1 1723 179 A7 184 211 34.9 19.6
= Total exzluding social insurance 9.8 106 133 13,2 139 ©.14.0 ‘149 17.8 33.2 16.1

State and Local: Eon it e %
Individual and corporate 6 & U8 9 9 9 11 12 .. 22 10
Sales, excise, etc. 6.1 85 5,6 53 5.1 4.8 44 40 26 A6
Property : 6.9 5.2 4.7 4.2 4.2 38 3.5 33 24 38
Death and gift P —_ e —_ e - Y - - 1.3 i
Social insurance " . ' 1.5 14 T14 T 4 13 a0 13 12 1 7 1.2
. Total . - 151 C 127 12,6 18 115 108 101 . 96 Lo 10.8
“_Total excluding social insurance ' 136 11.3 1.2 104 10.2 9.5 89 85 84 9.6
Total All Taxes 28.1 ' 26,7 29.7 29,1 29.4 ‘28,5 285 30.6 44,0 304

2. The 1965 rstimales are based on total taxes and incoma shown (n the national incoma accounts for 12645, Howaver, thay take no account of the shift in the distribu.

tion of income from 1961 to 1965,
b. The income class limils are expresged in money income alter parscaal taxes, “Parsonal laxes' consist mainly of Federal, state and local incoma texes, The total
income on which the precentagss in the body of the table are based is a hroad income concept aquivalent in the uuunit to nat nationatl praducs,

Source: Apperdix Tables 0.4, B-6, and B-8. n .

=1
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Table 5

Benefits of Government Expenditures as a Percentage of Total Incomea ™ S
' For all Families by Income Class — 1965 -

Income clasain)

I T L L T
EXPENDITURE $2,000 2 im M (R ] 140 - 9,00 14 o oever TeTAL
Federal:
General benefit expenditures®-c 345 19.9 158 133 11,9 10,7 9.5 84 7.0 116
National defense and international :
affairs 26.2 15.1 12.0 10,1 9.0 8.1 7.2 6.4 5.3 8.8
Other 8.3 4.8 “3.8 3.2 2.9 26 2.2 2.0 1.7 2.8
Total excluding general benefit items . 44.8 26.1 158 7.9 6.3 49 4.3 4.3 4.0 7.9
Total, standard assumption 79.3 46.0 31 21.2 18.2 15.6 13.8 12.7 11.0 19.5
Total, general benefits all allocated on
* number of families 102,0 54,2 35,7 229 185 14.7 1.7 9.6 66 - 195
State and Local:* !
General Eonefit expendituresh 11.7 6.8 54 4.6 4.1 3.6 33 2.9 2.3 4.0
. Total excluding general benefit items ' 18.0 12.2 9.0 7.9 7.1 6.2 5.0 44 29 64
* Total, standard assumption® 29.7 19.0 14.4 12,5 11.2 .98 83 7.3 52 10.4
Total, general benefits all allocated on ¥ 3 &
number of families 374 218 158 131 11.3 9.5 7.6 6.3 3.7 10.4 |
All Governmants:
Total, standard assumptiont 109.0 65.0 46.0 . 337 29.5 254 22.1 20,0 16.3 299 &
Total, general benefits all allocated on W v
number of families 1395 76.0 51.5 359 298 24,2 193 159 10.3 29.9
Total excluding genera! benefit items 62.8 38.3 24.8 158 13.5 151, 9.3 8.7 7.0 14.3
Total excluding social insurance 82.7 49.4 36.9 30.2 26.8 236 20.8 189 16.0 26.4

a. The income class limits are expressed in money incoma after personal taxes. "Personal taxes' consist mainly ol Federal, state and focal income taxes. Tha tetal
income on which the percenlages are based Iis & broad income concapt aquivalent in the aggregate to nel natianal product,

b. Consists of general government (excluding interest), transportation (exciuding highways), ce and 1l . housing and inity development, heaith and

c.

d.

sanitation, civilian safely, and misceliansous.
General benefits allocated half on the basis of numbar of familiss and hall on family monay Incomae,
After deduction of Federal grants-in-aid.

Source: Appendix Tables 8-4, B-7, and B-8,




Table 6
Bases for the Allocation of the Tax Burden by Incoms Class

Tax

Basis of Allecationiz)

Ingividual income

Personal laxes

Carporate income Alternative methods on different assumptions of incidence:
1] total current consum;tion
(2] haif total ¢ t ption dividend income
Excises, customs and sales:
Alcoholic beverages Aicoholic beverage expendilures
Tobacco ; Tobacco expenditures
Telephone and telegraph Telephone and telegraph expenditures
Auto purchase : Automobite pt :Thase expenditures
Auto operation Automobile oferations expenditures
Other excises, el Total current consumption
Estate and gift Completely to the $15.000 and aver income class
Property Half housing expenditures and half total current
consumption
Social insurance:
Persunal contribulions Social security, railroad and government retirement
contrioutions
Employer contributions Total current consumption

2. As reported in U. S. Department of Labos, Consumer Expenditures and Income, Survey of Consumer
Expenditures 'ml' (BLS Report No. 237-38, and Suppiement 3, Washington, D. C.: U.S. Government

Printing Office, 1965,

" level. The national averages, of course,
are not representative of states which
rely heavily on the individual income

- tax.

The property tax appears notably re-
gressive:because about half of the bur-
~«len consists of taxes on business which
are assumed to be shifted forward and
are allocated on the basis of consump-
tion expenditures. The portion consist-
ing of taxes on residential property. and
still mvore the portion on home owners,
shows much less regression. Indeed, In-
ternal Revenue Service data on property
taxes deducted for Federal income tax
purposes suggests approximate propor-
tionality to income in the burden of this
tax.

+ " Benefits of Goternment Expenditures.
- As shown hy Table 3 and Chart 1, the
pattern of government expenditure
benefits is very favorable to low income
groups. This is true for nearly every
major category of spending. The distri-
bution of general expenditure benefits is
most favorable to low income groups

because half of the total was allocated
in proportion to the number of families
at each income level. If all of these bene-

fits are allocated in proportion to the

number of families {rather than half in
proportion to family money income, as
in the standard assumption), the extent
of redistribution becomes more pro-

nounced.

The total of benefits attributable to
particular categories of beneficiaries also
favors the poor. These expenditures in-
clude social insurance and public wel-
fare programs, as well as highway pro-
grams and net interest payments.

Estimates for 1965. Estimated tax
burdens as a percentage of income
showed very little change from 1961 to
1965. (Tables 2 and 4.) This was to be
expected since the ratio of total taxes to
net national product changed little, and
the 1965 cstimates take no account of
shifts in the distribution of income (be-
fore tax) over this four-year period.

The basic estimates in this study are

9



Tabie 7

Bases for the Allecation of th:e Benefits of Government

Expenditures by Income Class
Exponditmres Basis ;! A%ec Risata)
= et and international aliairs ©  Aernstive methods:
- Other general benefit experxStares {1) number of families and unrelatea
Genera! go. ernmant Chriduals
Postal sernce
Civilipn 52%ety (polce, Sire. eic] (2] half family monty income before tazes,
Transporstion (esciuding Rugtresys) and ha¥ number of families and un-
[ and &« re’ated indiiduals
Health and sanitation L >
Other and miscellaneous
Natural resources Do
Education:
B (3 tacy and Y Number of children under 18
i Higher education Higher education expenditures of families

Public assistance relief and other weifare

_ Labor and manpower
" _Veterans® benefils and services
Higtways
Agricultue~
Net interest
Social insurance benefils

income from public social assistance and private

Wages and salaries

- Militacy aliotments and pen..ons

Half auto operation eapenditures and half total
curent consumplion -

Farm money income before tazes
Interest income
Public unemployment and social securily benefits

a. Az reported i U S
Expenditares

Expenditwres income, Survey of Contumer

Department of Labor. Consumer
1968-81 (BLS Report No. 237-25 and Suppiement 3, wuh-ml:l.c_u 5. Guwvernment

Printing Office, 1965;.

for the calendar vear 1961. Estimates for
later vears cannot be made with same
eliability and detail because the most
recent data on family expenditures by
tvpe and by income class are for 1961. In
order to bring the estimates up to date

- on a provisional basis, the 1965 data for

taxes, government expenditures, and na-
tional income were allocated by income
class on the same bases used for 1961.

The changes in the over-all tax burden
from 1961 to 1965 for each income class
were very small. The total Federal tax
burden declined by less than one per-
centage point in the aggregate and for

10

each income class. A decline in the in-
dividual income tax and in excises was
partially offset by an increase in sodial
insurance taxes. The total state and lo-
ca! tax burden increased by less than one
percentage point for cach income ciass.

Total government expenditures as a
percentage of total income were slightly
lower in 1965 than in 1961. In relation to
net national product, total defense ex-
penditures had fallen ( defense expendi-
tures in 1965 had scarcely began to show
the effects of the Vietnam escalation),
while other general expenditure benefits
increased substantiallly.




A full explanation of mxthods and assump-
tions is given in the Appendices to the full
study. The following is a brief outhine of the
methods and sources used.

Akhouzh other studics of the tax burden by

. income class are available 3 this s the fest to

be done on 2 nation-wide basis using the com-
prehensive and detailed 1960-61 sunvey data
on familv income and consumrption recenth-
published by the Bureau of Labor Statistics $

The mast complete sunvey data, however,
could not remove the need for assumplior . 1 on-
ctming tax incidence and the distributica of
certain  eapenditure benefits. There s abo a
problem of determining the most appropeiate
income bases ta which tax burdens and govern-

—ment eapenditure benefits should be rehited

The method of estimation & to allocate by
mwome class the ageregate amounts of taxes
and expenditures in proportion to selected items
of familr expenditurces or income shown in the
BLS sunvey and decied to reflect the incidence
of tix burdens or capenditure benefts.

Meaning of Income. For reasons sct out in
earher Tax Foundativn publication< = the most
apprupriate income hase to which the burden

.'-:___ of all taxes may be related appears to be the

nctmlmnalpmdnctndcﬁncdmlhcmlmal
- income accounts.

The cucstion may be ratsed why total family
money ieoene is not an appeopriate base aor
neasuring offe ttive tax rates. The reason is that
we are altempling o estimate the burden of
all taxes including those collected from basi-
ness. Thenfoer, we must impote the burden of
courporate tases to families and individuals, and
ubo muake a corresponding impatation of in-
come to familizs and individuaks.

Incidence. The choice of assmuptions on tax
incidence is arbitrany but ako conventional
Individual incote taves are assumed to full on
the people on whose income they are leviad
Sales taves, excises, and the numerous taws on

 Dbuwsiness custs {including the property tax
“Jevied on business property ) are assumed to i
shifted forward to the consumer. In the case
of the wurporation income tax, ostintbs are
wade on two assmnptions: (1) that the tax is
fally shifted forward o consuners, and (23
that half of the tax falls on stockholders and

ha¥ is shifted forward to consumers. The Latter
casc is taken a5 the standard one, or the cne
most acoeptable for peneral purposes. {Data
it the appendice. make it possble to work out
the results on other assumplions. )

The incidence of expenditure benefts is as-
scmed to be entirelr on the immediate iecipi-
ents of transfer payments {e.g . velerans bene-
fits may be assumed to benelit veterans ex-
chusively, or persons easil dentificd a5 dircct
beneBciaries of other expenditures (eg., a
sulstantial poction ¥ highway expenditures
may he assumed to henefit motorists in ,sopor-
tion to their auntomobile expenditures’.

However, for a2 wide range of expenditures—
defense. intomational affairs, general govemn-
muent administration, dc.—direct benebcanes
cannot be identiBed. In such cases. we have re-
sorted to two alternative assumptions. The first
is that the hencfits of such gencral purpose
expenditures may be allocated on 2 per famike
basis. In a demsocratic society of “equalks,” the
protection of “Efe” provides an argument for
a per capita basis of allocation of benefits.
However, a per family hasis seensed preferable
to a pxr capita oone when the hasie reporting
unit in the undesfving statistical surves was the
famihe.

The sexuead basis used for allocation of
zowncd awermunent expenditures that are not
attributed to a specibe categony of benebician
was fautly incoene. That is to say. families are
assueiedd b benefit from general govermnient
expenditures. suc:, as those fir Sefense, inter-
national affain. police and fire protection, gen-
vral adminbtratiog in propertion (o the size of
thadr incoons. The ratisnale for this assump-
tice: is that income may be taken as a3 rough
irden of pestection and benefits received from
goteral zovemment services.

Defnition of Teres end Expenuditures. Since
the azgrezate incoae base for purposes of this
studdy is the ne? national product. the amounts
alkw ated to families on the tax and expenditure
siths are totul government recvipts and ex-
penditures as shown in the national income
avconnts. Noutax payinents to govermment are
included, o that the differences between gov-
eriunent revvipts and  apenditures is equal to
the total Federalstate-doval surplus or deficat
in the national income acceunts.

3. Tax Foundatwn, Aliwation o} the Tax Burden wnd Bipendicares Bemektn by Income Closs, tRewcarch

‘ Bidliopraphy No. 15, New Yooh: Reviwd Apes! 1veh) .

S Rutcau of [ate Stalisdne, Cotiumer srenditurer wmd fucrace, \'auxr; ! Conmimmer Frpeacilures

issnal, (BLS Repuoet No. 217218 and vaswus supplements, Wadiiagtoa, I O,

1965 and 19663

5. The Tax Burden in Relution fo Navsonad Income and Prisduni. IRescatch And \o. 4 1957), and Allocation
of the Tax Burder by Income Class, (Project Note No. 45, 1960).
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It is assumed that tay burdens are measared
by receipts and benefits by expenditures. In-
direct costs { such as the cost to the consomerin
high - King £ gl sup
port programs } are not taken into account.
Bases of Allocation. The bases used for allo-
cting taves are shown in Table 6. Those used
for allocating expenditure benefs are shown
in Table 7. These bases reflect the definitions
_and assumptions noted above.

12

wohed in the selection of the bases of alloca-
tion reflect the of the <tudy, namely to
give a broad picture of the distribution of bur-
dens and benelits. If the study were aimed at
the burdens and benefits of particular pro-
grams, these assumptions and bases of alloca-
tion would be inadequate.

In the full study, estimates are induded on
altemative assumptions of incidence of taxes
Mwbmeﬂxutenamdﬂaw
income bases.

-






