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Allocating Tax Burdens and
Government Benefits =

By Income Class
Houkmuch do families at each income

level pay, on the average, in taxes, hid-
den as well as direct? - - -jw much benefit
do they get fn.m government expendi-
tures? These are questions of perennia l
interest and significance for public pal -
icy decisions.

This study provides some proxzsicnal
answers :o such questions_ Because 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 individual s
by income class and by major type of
tar, and (3) the benefits of government
expenditures b1- 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 judgme. t also appears
in ~. iecting 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.

Major Findings

is shown 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 f to 1 for families i n
the under$ 000 income class (TableD-
On e3e other hand, for families in the
$15,000 and over class estimated total
taxes exceeded the benefits of govem-
ment expenditures by about 160 percent _
Benefits exceeded burdrns up to ra in-
come level of about $6,000 in 1951.

Fc* the purpose of these estimates .
government expenditures were divide d
into two broad groups= (1) general
benefit expenditures — those for which
benefits can be allocated to families onl y
in very general ways, and (?) 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 international affairs, commerce and
finance, health and sanitation, civilian
safety, translwrtation other than streets
and highways and general g
administration . The specific categories
of a xpeiiditures include those for educa -
tion, highways, veterans benefits, publi c
welfare, labor and manpower, agricul-
ture, social insurance, and interest .

It is evident from Table 1 that the re-
distribution resulting from governmen t
taxing and spending is not merely the
exult of the large amount of "genera l
benefit expenditures, " ►which can be at -
tributed to :dl families in about the same :
measure. The redistribution through
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Table 1 , I
Redistribution Through Public Finance for all Familie s

By Income Clash' —1981

Ias0anl •autn
	

unser f• A to
_

	

to
_

	

to • t• Elie
RATIO $2,000 All 3' ,M 41M1 10 M 7,411 1, 1+1,41 ear VITAL

Total expenditures Ratio of government expenditure benefits to tax burdens
Total taxes "

(1) Standard assumptions► 4 .1 2 .6 1,7 1 .2 i,1 ,9 ,8 17 ,4 1 . 0
(2) Geanural benefits allocate d

all un number of families 5 .3 3 .0 119 1 .3 1 .0 19 ,7 ,5 '

	

,2 11 0
(3) Excluding general benefits• 4.8 31 1,8 112 1 .0 ,8 ',7 16 ,3 11 0

Federal expenditure s
Federal taxes 6 .1 3 .3 1 .9 1 .3 1,1 .9 ,8 1 6 ,3 1 . 0
State-local expenditurese
State•localtaxes 2.4 1 .8 1 .3 1 .1 1,G 110 ,9 .j ,6 1 . 0
Social insurance benefit s
Social insurance contributions e 7 .4 4,3 2 .4 ,9 .7 ,5 4 ,3 1 1 1 . 0

a . The income class limits are expressed In money Income after personal taxes ,
b . General bone'; t expenditures allocated half on the basis of number of famitlas anal half on the basis of family me .lay Income( corporation taxes allocated halt o nthe No ., is of consumption and halt on the. basis of dividends ,
c . Ratio compares the tax distribution after adjustment of the axerexate amount to ell , A the total expandllura% In the cataxofy shown ,
d . After deduction of Federal ftrantx•In•aid.

Sourro . Appendix Tabir, 0 .9 and 0 .10,

i
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Chart I
TOTAL TAX BURDEN AND EXPENDITURE

BENEFITS AS A PERCENT OF TOTAL INCOM E
BY INCOME CLASS

(All Families -1961)
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Income pass (money income after pe:sond taxes )
Soumr. Tables 3 and 5.

public finance is also very much in favor exceeded tax burdens up to as incom e
of low income groups if we consider only Ievel of about $6,000 in 1961 .
the specific benefit expenditures and th e
share of taxes required for such pro- The redistribution of income on th e
grams. Table 1 shows that if we exclude Federal level is greater than on the stat e
general benefit expenditures, and relate and local level . On the basis of the
remaining expenditures to estimated tax standard assumption concerning genera l
burdens for these expenditures, benefits expenditure benefits (half allocated o n
exceeded tax burdens by a ratio of number of families and half on family
9.8 to 1 for families with incomes under money income), families in the lowest
$2,000 in 1961 . For the total of these spe- income category received Federal bene-
cific expenditure programs also, benefits fits equal to about six times their Federa l
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Table 2
Federal, State, and Local Taxes as a Percentage of Total Incom e

For All Families by Income Class -• 196 1

law~le 41A111~ 1

Under s: o00 ;s tloo N,000 t;s ooe sfs o0o S7 soo sate 07o su,000
TAX

$2,000 2;"1 3,019 4,099 imb 71411 aff0 14111 ever TOTA L

Federal :
Individual income 2,0 3 .4 4,9 7 .0 7-5 8 .4 9,6 10 .9 17.6 91 0
Corporate income h 4 .4 4,3 5,3 3 .6 3 .9 3.3 3,4 512 10.7 4 . 6
Excise and customs 3.4 3,2 3 .6 3,3 3,2 3,1 2,8 26 1,6 2, 9
Estate and gift .- — — — — — 4,2 , 4
Social insurance contributions 3 .0 3.2 3,5 3 .9 3 .8 3 .6 3,4 3,1 1,7 1 . 3

Total 12 .8 14,1 17,4 17 .8 18,4 18 .4 1911 21,8 35.7 2h„
Total excluding socia l

insurance 9 .8 10,9 13,9 13 .9 14,6 14 .8 110 18.7 34,0 16 . 9
State and Local :

Individual income 11 ,2 ,3 ,4 ,5 i 5 ,6 ,7 1 .1 . 6
Corporate incomeh ,2 ,3 ',4 3 13 12 12 ,3 ,7 1 3
Sales, excise, and other 5.7 5 .3 53 4 .9 4 .9 4 .6 4,2 3,8 2,5 4 . 3
Death and gift — — — w — — p 1,1 1 1
Proper,y and personal property 6,7 5.1 4,7 4 .2 4 .0 3,A 3 .!i 3,1 2.4 3.11
Social insurance contributions 1 .6 1 .4 1 .4 1,4 1 .4 1 .2 1,2 111 .7 1, 2

Total 14,a 12 .2 12,0 11,3 11 .0 10.3 9 .7 9 .1 8,4 1n, 3
Total ex,-luding socia l

insurance 12,8 10,8 10,6 9.9 916 9,9 8 .5 8.0 7,7 9 . 1
Total All Taxes 27.3 26.3 29 .4 29.1 29,4 28 .6 28,7 30,9 44 .1 30. 5

is. The income class limits are, expressed in money incom t After personal taxes, The total income nn which the parcrnlAliits In the lxidy of the tablo are lixserf is A broo dincome concept equivalent in the al;yreitate to net nnllonAl product . Sea text for di%cus%lon held Table 4 in the ful lb. Half of the burden of the corporate tax is assumed to he shiflod forward to consumers and Itself is Asillmrtl
study for avoraxo income %

to fall on 0Ar041141ors .
by Income. CIAxs ,

Now For number of families by income. class, see. Appendix Table A•2 .Sourc• : Appendix Tablas 8 .9 and 8.11 .



tax burden as compared with state an d
local benefits of only 2.4 times their
state and local tax burden. A similar
comparison in the highest income clas s
shows Federal benefits of only three-
tenths of the tax burden and state an d
local benefits of only six-tenths of the
tax Surden.

	

-
The Total Tax Burden. The total bur-

den of Federal, state and Iocal taxes is
approximately proportional un to a fam-
ily income level of $10,000. This range of
income included about 91 percent of al l
families in 1961 .

Above the $10,000 income Ievel th e
total tax burden shoes a substantial de-
gree of progression. The over-all effec-
tive rate for families in the $15,000 and
over clan. in 1961 was 44 percent as com-
pared with an average for all families o f
30.5 percent (Table ? ) . The fact that all
families with incomes of $15,000 and
over (after personal taxes) are groupe d
in one class means that the nature of the
tax structure at the upper end of the in -
come scale is left unexplo:ed in this
study.

The Federal Tax Burden. The total
Federal tax burden, including social in-
surance, shows a substantial degr°c o f
progression throughout the i - ;:ome
scale. The individual income tax burden
in 1961 rose from 2 .0 percent for familie s
in the under $2,000 class to 17.6 percen t
for families in the $15,000 and over class.
(The average level of these rates i s
lower than would be expected on the
basis of income tax data because of the
broad definition of income used in thi s
study. See below p . 11 . )

The burden of the corporation incom e
tax on the standard assumption (hal f
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 wa s
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
tares over the Iower portion of the in-
come scale- '

The element of progression in the so -
cial insurance tax burden reflects in part
the increased number of earners pe r
family going from low to middle incom e
levels?

The State and Local Tax Burden . The
total state and local tax burden, includ-
ing social insurance, declined from 14 .4
percent for families in the under $3,000
class to S.# percent in the $15,000 and
over class. Excluding social insurance
(chiefly unemployment insurance), th e
state and local burden declined from
US percent in the under $3,000 class to

.7 percent in the $15,000 and over ch ~s.
Excluding the lowest and highest income
classes, the range in the over-all burde n
was from 133 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 availabl e
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 loca l

1. For further analysis by type of tax . see Tax FtHmdation, Federal Non-Income Tarts. (New York : 1963) .
pp 36-4().

2. For further . Analysis see Tax Foundation, Economic Aspters of the Social Seeuritr Tax. (New York : 1%6) ,
pp, 4346.
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Table 3

	

-
Benefits of Government Expenditures as a Percentage ' of Total tncom'tli "

For All Families by Income Class - 188 1
Ioaaroa alnstel

	

'
Under

$2,000 $3 ~ N ;oeo ;eteooe
"Is", 5T,ea00 ;to{000 it !

EXPENDITURE =7,800 2,991 O,Me 4,11111e l,Me T,,M e,M 14 .& wrar TOTAL
Federal:

General benefit expenditures ii •s 37,9 22,0 17,5 MG 13,1 11,7 10,5 9,4 7,7 12, 8
National defense and international - 1affairs 32,1 18,6 14,8 12,5 11,1 . t),) 8,9 7,c.f 615 1

1

	

0, 8
Other 5,8 3,4 2,7 2,3 2,0 1,8 1,6 1,5 1,2 2, 0

-

	

Total excluding general benefit items 40,8 25,0 167 7:9 6,4 5,1 4,3 4,3 4,2 7, 8
Total, standard assumption s 78,7 " 47,0 33,2 22,7 19,5 163 14,8 13,7 11,9 20, 6
Total, general benefits all allocated o n

number of families 103,6 56,0 37,7 24,5 1'418 1518 12,6 10,2 7,0 20,C)
State and Local : d „

General b :nP pfit expenditures a .s 11,0 X6,4 _ 5,1 4,3 3,8 3,4 3,1 2,8 2,2 3, 8Total excluding general benefit items 23,0 15,0 10,5 8,5 7,6 6,5 512 7 4,5 2,9 7, 0
` Total, standard assumptions 34,0 '27,4 15,6 12,8 11,4 9,9 '83 '7 .3 5,1 10, 8Total, general benefits all allocated on „

number of families 41,3 24,0 16,9 13,3 -11 .5 9,6 7,6 6,3 3,7 10, 8
All Governments: "

Total, standard assumptions" 112,7 66,4 ,,48 .9 ''' - 35,5 305 26,6 23,1 20,9 173 31,4
Total, general benefits all allocated on

number of families 144,9 80,1 54,6 37,8 31,3 25,3 i2%2 16,5 10 ' 7 11,4
Total excluding general benefit items 63,8 40,0 26,3 16,4 14,0 11,6 915 8,7 7,2 14, 8
Total excluding social insurance 84,3 5115 39,0 '31,7 28,0 24,7 21,7 ?918 16,8 27,5

a .

	

The Income class limits art! axjlressea in money Income after personal taxes, 1111e15oral taxes" consMs mainly of Violarlll, xlale "tiff local Income lane%, The tota lincome on which the percentages are hawl is it broad Income concept equivalent in

	

ilia aggregate to net national product ,
b . Consists of general government (excluding interest), transportation (excludin g

sanitation, civilian safety, and miscellaneous .
highways), cornmeree and finance, housing anti communily development, helrlth an d

C. General benefit items allocated half on the basis of number of families and half on family rnnni-y Income . ° ji.

	

d . After deduction of Federal grants-in-aid .
Souks : Appendix Tables 0,10 and 9 . 11 .

'



r, ,Table 4
Federal, State, and Local Taxes as a Percentage of Total Income

For all Families by Incomil Class - 1965e

Income sOfserr i
31,000 ¢3,000 X1,000 ' y/000

~o
¢1000fo ¢7100~e

¢t0 000fo ¢t1,000
end

TAX
Under

¢2,000
to

9,191
to

3,111
to

0,101 5 '"1 7,411 0,111 14,099 "or TOTA L

Federal :
Individual income 1,9 3,1 4,5 6,4 6,9 '7,7 as 10,0 16,1 8, 3
Colporxte income 4,5 A,3 5,5 3,6 3,E , 3,4 3,k 513 10,9 4,6
Excises and customs 3,3 3,1 3,3 3,1 3,c 2,8 2,6 2,4 1,5 2, 7
Estate and gift . - _... . - » . . . ~~ 9,6 1 5
Social insurance 3,2 3,4 3,8 4,1 4,0 3,8 3,5 3,3 1,7 3, 5

Total 13,0 4,0 x17,1 17,3 17,9 17,8 )8,4 21,1 34,9 19.f i
Total excluding social insurance 9,8 10,6 13,3 13,2 13,9 14,0 " 14,9 17,8 33,2 16, 1

State and Local :
Individual and corporate 6~~~ ' ~.8 9 9 ,9 1,1 1,2 . 2, 2
Sales, excise, etc . 6,1 5.'!3 5,6 5,3 5,1 4,8 4,4 4,0 2,6 4, 6
Property 6,9 5,2 4,7 4,2 4,2 3,8 3,5 33 2,4 3, 8
Death and gift - . .. ..w 1,3 , 1
Social insurance 1,5 1,4 0

	

1,4 1,4 1,3 1,3 1,2 1,1 7 1, 2
Total 15,1 12,7 .12,6 1? .8 1l,fi ' 1018 10,1 9,6 911 10,8 0
Total excluding social insurancei_ 13,6 11,3 11,2 10,4 50,2 9,5 819 8,5 8,4 9 . F

Total All Taxes 28,1 ' ' ,26.7 29,7 29,1 29,4 28,5 28,5 30,6 44,0 30, 4

a . The 1965 Pstimates are based on total taxes and income shown In the national Income accounts for im. However, they take, no account of the shift In the dlstribu,
Lion of income. from 1961 to 1965 .

b. The income Class limits are expres ed in money
income on which the procentages in the body of

income otter parscnaI taxes, "Personal taxes" consist mainly of Federal, stale and local Incom e
the table are based Is a broad income concept equivalent In the aallre,ged to not national product,

text$, The total r.

Source . Apperdix Tables 0.4, 8 . 6, and B .S .
i ' 1. .

t . ;~

.



Table 5
Benefits of Government Expenditures as a Percentage of Total Income

For all Families by Income Class - 1865
laeetee close (a )

52,000 p,000 sr eoo u o0o
ie

N oeo
is

q we
ie

$1000
~a

$19,"0
sad

EXPENDITURE
Unde r

$2,000
t o

2,990
to

2,9"
t o

4,"9 I 'm 7,4" e,"1 1400" "- eyed TOTAL

Federal:
General benefit expenditures a ^ 34 .5 19.9 15 .8 13 .3 1119 10 .7 9.5 8.4 7 .0 11 .6

National defense and

	

internationa l
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 2.6 2.3 2 .0 1 .7 2 . 8

Total excluding general benefit items 44 .8 26 .1 15.8 7 .9 6 .3 4.9 4.3 4 .3 4 .0 7 . 9

Total, standard assumption 79.3 46 .0 31 .6 21 .2 18 .2 15 .6 13 .8 12.7 11 .0 19 . 5

Total, general benefits all allocated a n
number of families 102 .0 54 .2 35.7 22 .9 18 .5 14 .7 '11 .7 9.6 6 .6 19 . 5

State and Local : +
GPn-►a l t.nefit expenditures b•9 11 .7 6.8 5

.4
4 .6 4 .1 3 .6 3 .3 .'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 4 .4 2 .9 6.4

Total, standard assumptions 29 .7 .̂9 .0 14 .4 12 .5 11 .2 918 8.3 73 512 1. 0 . 4

Total, general benefits all allocated o n
number of families 37 .4 21 .8 15.8 13 .1 11 .3 915 7.6 6.3 3 .7 10 . 4

All Governments :
Total, standard assumptions 109 .0 65 .0 46.0 33 .7 2915 25 .4 22.1 20.0 16 .3 29 .9

Total, general benefits all allocated o n
number of families 139 .5 76 .0 51 .5 35 .9 29 .8 219.3 15.9 10 .3 29 .9

Total excluding general benefit items 62 .8 38 .3 24 .8 15 .8 13 .5 I ' l a . 9.3 8.7 7 .0 14 . 3

Total excluding social insurance 82 .7 49 .4 96.9 30.2 26 .8 216 20 .8 18.9 16 .0 26. 4

a . The income class limits are expressed in money Income after personal taxes . "Personal taxes" consist mainly of Federal, state and local income taxes, The tota l
income on which the percentages are based Is a broad income concept equivalent In the aggregate to net national product ,

b . Consists of general government (excluding Interest), transportation (excluding highways), commerce anti finance, housing and community dovefopmenl, health and
sanitation, civilian safety, and miscellaneous .

C . General benefits allocated half on the basis of number of families and half on family money Income .
d. After deduction or Federal grants-in-aid .
Source. Appendix Tables 8.4 . B•7, and B .S.



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

Tax

	

Basis of Allecatleata)

Individual income

	

Personal taxes
corporate income

	

Alternative methods on different assumptions Of iWdenCC
ill total current consumption
(2) half total current consumption dividend income

Excises, customs and sales
Alcoholic beverages
Tobacco
Telephone and telegraph
Auto Purchase
Auto operation
Other excises. et -

Estate and gift
Property

Social :nsuran :e-
Personal contributions

Employer contributions

a. As reported in U . S . Department of Labor. Ceasumer Expenditures aad lacfwae, Survey Of Ceasame r

Pri
nExltuer

MS
(Bb.S Report No. 237-38 . and Supplement 3 . Washington, D. r-: U. s. Government

Alcoholic beverage expenditure s
Tobacco expenditures
Telephone and telegraph expenditures
Automobile P, _ chase expenditures
Automobile o6MUOns expenditures
Total current consumption

Completely to the 535.000 and over income class

Halt huusieg expenditures and half total current
consumptio n

Social security, railroad and government retirement
contribution s

Total current consumptio n

level . The national averages, of course ,
are not representative of states which
rely heavily on the individual incom e
tax.

The property tax appears notably re-
gressive=because about half of the bur-
-den 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 more 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 ir, the burden of this
tax.

	

-

Benefits of Government Expenditures.
As shown by Table 3 and Chart 1, th e
pattern of government expenditur e
benefits is very favorable to low income
groups . This is true for nearly every
major category of spending;. The distri-
bution of g;encra! expenditure benefits i s
most favorable to low income groups

because half of the total was allocated
in proportion to the number of families
at each income level . Ifallof these bene-
fits are allocated in proportion to the
number of families (rather than half in
proportion to family money income, a s
in the standard assumption), the exten t
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 .

Estin(atev for 1965. Estimated tax
burdens il% 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, an d
the 15365- estimates take no account of
shifts in the distribution of income (be -
fore tax) over this four-pear period .

The basic estimates in this study are

9
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Table 7
_

	

-

	

r Bases for the Allocation of We Benefits of Govemment
Expenditures by Income Class

E+y~A~

	

Basis .= .-wn:OUaw

	

-

Itationa t defune was intensstioess aasirs

	

Alternst re arlg ro0i`

othertext bow" aroerta ties

	

(n nun&W of lamiliesana unrelated

G&Wrat eo-ermytrt

	

kocividual s
lkkaw farrier

Chaim sa efy (police. fimdel W bale ft-may aroney ieKame before taxes„

Sr--Porst on (eadudin hebrxaysl and half IMMtM of tamities and on -

comererce and Serance Wated individuafs
! aalea and ianlitatio~e _

Other mw mecenaneous
wheat resources

Publc Wities

F.dueatiwL-
Fie .enwp Ww secondary Number of chino" WWW is
Niefrer education !Hither education expenditures of fam:Ges

- Fabric assistaetoe relief and other welfare

	

Income from Public social assistance and private
relief

Labor and aanporoer

	

wag" and salaries

_Veterans benefits and senates

	

Military alhmffw s and pea . . .xts

efietpps

	

Plate auto operation eape"tures and halt 10121
current consumption

/trricultur,

	

Faroe n coney income before taxes

riot interest

	

Imerest irm= be

Social insurance benefits

	

PubrK unwmplOym eM and social security benefit s

a. As reported La Ll. S. Deoartnfent of Labor. Comumff F.KPM§iW"M and N NXWW. s00e1 of CaEe W
Expendli ues lsisil (BLS Report No. 237-: :. arW Supplement 3, Washingsom Q. C: tf_ S_ G_remment
Printing Ol6ct 19WI-

for the calendar year I961_ Estimates for
Iater years cannot be made -with same
reliability and detail because the mos t
recent data on family expenditures b y
type and by income class are for 1961 . In
order to bring the estimates up to dat e
on a provisional basis, the 1965 data for
tares, government expenditures, and na -
tional income were allocated by incom e
class on the same bases used for 1961 .

The changes in the over-all tax burden
from 1961 to 1965 for each income clas s
were yen• 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 %%-as
partially offset by an increase in social
in_rlrance taxes. The total state and lo-
cal tax burden increased by less than on e
percentage point for each income class.

Total government expenditures as a
percentage of ;ntil 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 sho w
the effects of the Vietnam escalation) ,
while other general expenditure benefits
increased substantially=.



Methods and Assumptions
A full explanation of amadmIs and amsum,

tioat is 1j"mm is the Append0n; to the fall
VWAV UP hmowiqg is a brief Oaks OIF the
methods and soarers used

SkuhoaQ other studies of the tax burdam b y
Vacatm; dos are ammiLdA,z this is the k0t; to
lwo done on a 111WANT&WIC Wh WAg the OMMM

pOrnsimt MJ MOW 1960.61 survey dais
at fames scoane and consour-ption recamth-
PABUA by the Bureau of Mbar SWIM&

The Uml consplew saavcg dab, boa oar;
could not Peroxwe the aced farmumqW. s on-
earning tax incidence and the di ributica of
vartairt expenditure benefits- Them is also a
problem of deturninAg the most appropriat e
1"lase busts to which tax burdens=4 goverry
taaemt rspenditure benefits should be related

The method of astination is to allocate b y
incluor class the aggregate anwamts of fast s
and expalditura; in proportion to sckcted items
of fanuh- expenditures or income shown in thr
BILS sunny and dcam led to rr& Cot the incidence
Of UX hurdcm me "P.&ture bends.

Umaing al Luvmn Far reasons set out i n
em6m Tax WMdatiun pablicatw' the mos t
appropriate income hale to ^-hk+ the burden
of all taus nay be "led appeals to be the
rant national produs as Wled in the naioural
%cuaw alm"Umumts-

Us amodon may be raised why tutai family
anonry inciotne is not an appropriate base ai r
nk-aslsrinz rEt--4-tne tax rates. The reason is tha t
wv are attempting to estintate the burden of
all taxes including those collected front laui -
11CM Thert-ftwe, we -must i :npetr the banTA-3 d
tvrporatr taxes to families and indivichnQ and
also xuAr a ojffrsjxxding imputation of in-
coate, to faniili.s and indi%idu2k

Incidencr. '11vo choice of amnntrAitas on tax
incidence is arbiter}- but also couvrntitmal.
Individual i;wwur taxes are assumed to fill tar t
the people on wlk6c inamite they are k-victl
Sales taxes, excises . atul t1w numerous taxes ot ,
business costs k including, the property tax
levied on business 1woperty) Are amlint"I to be
shifted fom-ard to the constimer. In the vwu-
tif cite vor1wratitin inconie tax, t-stintatts ar e
made an two assU1111-4ious : i I' that t1tr tax is
fall)- shifted forward in cunxtnru-rx, and (3 }
that half of the tax falls on slock-Imilders and

Ldf h shifted brunril to consumers, W Tatter
case is ta&en as the AMAMI one, cc the Cone
most amrptaldle for gammd purpm" (Data
W No appeladin. sake it possibile to wa& 0out
the resoles on other assuwpfioosL i

110 ind"nace of espeaditum WORS I as-
nowed a be WAY an the k5nmoswedLaste mcclipi -
V. OF Walmsfer PWMMU j"o Wanalms bene-
fits tasay be assunted to benefit %etermw ex -
Jammyl .or persons vasikF idamci4d as direct
bemAkfarias to ONT V,milittarn; (up. a
substantial portion -4 highway npenditures
snaw be assumed to 1WW& Motorists in
Can to theirazatoutabilic

Ilowev-cr, fora wide range of expenditures-
&AWMn iatctmatiomal Absy, gomeral VWVM-
UWA adatinimation, etc—4&Mect beneficiarie s
cannot he identified In such cases . we have re-
sented to two alternative assumptions- The first
is that the brargs of such general potpase
expenditures nub he allo,"atal on a par hanij-
basi%L In a doswratic society of ialuals,' th e
protriction; 4 -WV' provides an arrunast fur
a per capita basis of allocation of benefits.
However. a per farniLy basis soorned pftrferable
to a per capita one when thr basic sporting
unit in thr underDying statistical survey was th e
faluilk-

T%c scvwZ basis used far allocation of
gtntnd nncr-unalt expenditures that .are not
attributo! to a sprcific, category of brae&iar ±
was fxnily inctx.-w- That is to say. families are
W."Wl to Im"k front gworal Pwornsuent
tAlk-w-hiturcs . W" as dw, for Tom, iser-
ILAt u glal affair_. 1101wr And fire protmtknt, gen-
t---1 in 1W..'aimfier. Io t 1w size of
tkir irkimics . T]w ratixuk- for this assuntp -
63 .. is that im-Igne may be tArn as a roug- 11.1
inllr% 1)f lViAr%:64mand berefits; received from
grut-cal gavrrunwnt sen-k-cs .

131,-xniri,m of Ttae4 Glut ExIx-ruliturt-4. Since
thr- .&=rv;:.ttv incotav, IsA!w for jxtqviscs of this
study is tlw net national jwodua . the anulants
j 1L *. ;&tvd to families on the t ax and exi-&-nditure,
salvs are toul ,ovi-mount receipts and e% -
jwnditurr% as simun in the national incotn e
;R11All1t_'_ NOUtAX p.&v-ntvnts to gavernint-ntare
inducli-ti, -us that the diffi-n-mv lietwern gov-
crutat-nt reLeil-Ai and -xik-nditurts is "jual t o
the t0tAl FvJvrAI-stAtr-k*-al mirphis or drfia t
in the national inconic acctaints.
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