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Excerpt: . . . 1995 using an SOI sample supplemented to include nonfilers, and on the change in the distribution
of statutory marginal tax rates over the 1980-1995 period using a panel of tax returns. In 1995, over three-
quarters of filing units were in the zero or 15 percent tax bracket, and more than 96 percent faced a statutory
marginal tax rate of 28 percent or less. The average statutory marginal rate was 13. 7 percent. ECective
marginal tax rates were higher. The average eCective marginal rate was almost 16 percent, and was four
percentage points higher for the middle quintile than was the average statutory rate. Between 1980 and 1995,
we find that statutory marginal income tax rates have fallen markedly for most households in the tax panel.
The evolution of tax rates for individual households is a function of both tax law and the change in households
income and other circumstances over time. Our results suggest that changes in tax law should be credited with
the vast majority of the reduction in marginal tax rates. That is perhaps not a surprising finding, given the
reductions in marginal tax rates enacted in 1981 and 1986, and the indexation of taxes established in 1981 and
eCective a few years later. Although much has been made of the tax rate increases eCected by the 1990 and
1993 budget acts, which introduced the 31, 36, and 39. 6 percent tax brackets, those changes appear to have
raised the marginal tax rates of very few taxpayers and have come nowhere near...
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