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INTRODUCTION/MOTIVATION

MANY GOVERNMENT AGENCIES AND RESEARCH-
ers use data sampled from individual tax 
returns to describe the income charac-

teristics of the U.S. population. Arguably, the best 
annual source of micro-level information on the 
levels and sources of income in the United States 
is the sample of tax returns drawn annually by the 
Statistics of Income Division (SOI) of the Internal 
Revenue Service. These data form the backbone 
of the individual tax simulation models used by 
the Joint Committee on Taxation (JCT), the U.S. 
Department of the Treasury, Congressional Bud-
get Offi ce, and other researchers both within and 
outside of government.

An obvious drawback to the SOI data is that 
the sample only covers the population who fi le an 
income tax return. In 2003, roughly 130 million 
tax returns were fi led. After excluding the approxi-
mately 10 million returns fi led by dependents 
or persons living overseas, the fi ling population 
accounts for 259.0 million U.S. persons: far short 
of the 294.3 million persons estimated to be resid-
ing in the United States during that year by the 
Census Bureau (See Table 1). This study provides 
a new data set containing the income and certain 
demographic characteristics of individuals not 
represented on an individual income tax return. To 
that end we use a sample of information returns, 
including Forms W-2 and the 1099 series, not 
associated with individual income tax returns to 
construct a non-fi ler population and income profi le.

LITERATURE REVIEW

A small body of literature has attempted to align 
income reporting information with the total popu-
lation. An analysis by Kilss and Scheuren (1978) 
described the combination of Social Security 

Administration (SSA), IRS, and Current Popula-
tion Survey (CPS) data for 1973. These data were 
used to construct an earnings distribution for the 
United States, but only included data from those 
individuals with federal income tax return.

In 1998, Cilke used a public-use fi le of CPS 
micro-records matched against tax year 1991 
individual tax returns. While this fi le included 
extensive information from individual income tax 
returns provided to the Census Bureau, some of the 
CPS records were not linked to an individual tax 
return. Cilke used these records to create a profi le 
of the non-fi ling population.

Researchers at the Statistics of Income Division 
(SOI) of the IRS have produced two studies which 
include information returns on individuals who did 
not fi le federal income tax returns. The fi rst SOI 
study by Sailer, Weber, and Yau (1993), used tax 
year 1989 federal income tax return data coupled 
with various information returns to construct a 
population estimate comparable to the Census. 
Sailer and Weber (1998) updated the 1993 paper 
with similar data from tax year 1993.

The focus of the two SOI studies, unlike the 
research for this paper, was to build a reasonable 
sample of the count of the U.S. resident popula-
tion using individual income tax or information 
returns. In contrast, the focus of research for this 
paper is to create a representative sample and 
income profi le of the non-fi ling population using 
information returns.

DATA AND METHODOLOGY

This research primarily uses two datasets from 
SOI. The fi rst is a stratifi ed random sample of tax 
returns representing the tax fi ling population for 
2003. The sample of individual tax returns provided 
by SOI contains every fi led tax return where the 
last four digits of the SSN for either the primary 
taxpayer or the spouse match one of fi ve 4-digit 
sequences. Statistics of Income also obtained the 
information returns for any SSN where the last four 
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digits matched one of the fi ve sequences. A subset 
of the second fi le consists of a random sample of 
persons that did not appear on an individual income 
tax return for tax year 2003, either as a primary or 
secondary, but had some type of information return 
fi led with the IRS. This fi le has its origins with the 
Continuous Work History Sample created by the 
Social Security Administration for their research 
purposes.

All information returns contain a core set of 
information including the tax year, the payee’s SSN 
or Taxpayer Identifi cation Number (TIN), and a 
SSN Validity Indicator. Before the JCT receives an 
information return, the IRS undergoes an extensive 
verifi cation process concerning an individual’s 
name and SSN. The most common validity check 
occurs by matching a name obtained from the 
information return with a name obtained from 
the Social Security Administration’s (SSA) name 
and age control fi le referred to as the DM-1 fi le. 
A name control is simply the fi rst four letters of a 
person’s last name. In this study, we only used those 
information returns with a valid SSN as identifi ed 
by the validity indicator.

The non-fi ler dataset for tax year 2003 is cre-
ated from 17 different information returns (listed 
in Appendix A) with an SSN that could not be 
linked to a fi led tax return. As there are 9,999 pos-
sible 4-digit ending numbers (no person is issued 
an SSN ending in 0000), the selection probability 

for being included in the sample is 5 in 9,999; 
the weight for each non-fi ling record is therefore 
approximately 2,000. The non-fi ling records are 
then exactly linked to SSA’s DM-1 fi le to obtain 
gender, date of birth, and date of death.

Prior to making any adjustments, the population 
associated with information returns not linked to 
a tax return included some 53 million people. A 
quick glance at Table 1 above shows that with 259 
million resident persons accounted for on fi led 
tax returns and 53 million persons accounted for 
who were not on a tax return, the resulting 312 
million persons substantially exceeds the Census 
estimated population of the United States for 2003 
of 294 million persons. Several adjustments are 
subsequently performed with the intent of getting 
at the true non-fi ling population. Individuals who 
died prior to 2003, dependents of fi lers, overseas 
non-filers, and those who filed their 2003 tax 
returns in 2004, 2005, and 2006 are removed. The 
resulting fi le consists of 29.9 million people. These 
29.9 million non-fi lers account for 85 percent of the 
35.3 million non-fi lers for 2003 shown in Table 1. 
When combined with the 259 million resident per-
sons accounted for on fi led tax returns, the federal 
tax system contains information on 98.2 percent 
of persons who were U.S. residents during 2003. 

Of those, more than half (16 million) have Form 
1099-SSA, suggesting a large portion of non-fi lers 
are elderly or disabled. Approximately 9.8, 8.8, and 

Table 1 
Determining the size of the 2003 Non-fi ling Population

Population (Mil)

End-of-year 2003 U.S. Resident Population [1] 291.9
Total deaths in 2003 [2] 2.4
Total Resident Population alive at any time in 2003 294.3

Population in 2003 represented on U.S non-dependent individual tax-returns [3] 260.6
Less population on tax returns living overseas -1.6
Total Resident Population represented on a tax return 259.0

Implied non-fi ling population 35.3

[1] U.S. Census Bureau (2008). The value is the Total U.S. Resident population on 1/1/2004. After the completion 
of this study, the Census Bureau updated its January 1, 2004 Resident Population estimate. The new estimate is 
291.65 million.
[2] Centers for Disease Control and Prevention (2003).

[3] Tabulations from the 2003 Statistics of Income INSOLE fi le. Population consists of fi lers, spouses on joint 
returns, and any persons claimed as dependents.
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6.2 million individuals have Forms W-2, 1099-R, 
and 1099-INT, respectively. Fewer than 3 million 
non-fi lers have Forms 1099-G, 1099-DIV, and 
1099-MISC, while approximately one million 
non-fi lers have Forms 1098-T and 1099-B. All 
other forms belong to less than one million people 
each, with the majority of individuals having 
multiple forms.

Our study employs a slightly different set of 
data than the SOI studies largely as a result of the 
tax code’s evolution in the past decade. The most 
recent SOI study used four forms not included 
in this study and excluded six used here.1 For 
example, Forms 1098-E relating to the payment 
of student loan interest and 1098-T relating to 
attending at an institution of higher learning, did 
not exist at the time of the earlier SOI studies but 
are now valuable for gathering information on a 
population with many non-fi lers: college students. 

AGE DISTRIBUTIONS OF FILERS AND NON-FILERS

The age distributions of the non-fi ler population 
with information returns and the fi ler population 
are strikingly different, especially for the young 
and old. Notably, 40 percent of the non-fi ler group 
is 65 or older compared to 10 percent in the fi l-
ing population. This is likely driven by the weak 
incentives to fi le federal income tax returns facing 
older Americans. Individuals 65 years of age and 
older are less likely to have income withholdings 
as relatively few have sources of income requiring 
withholdings. They are also less likely to exceed 
the income fi ling threshold for a federal income 
tax return. Without these two incentives, which 
are strong for persons to whom they apply, older 
individuals have markedly fewer compelling rea-
sons to fi le a federal income tax return.

At the other end of the age spectrum, 37 percent 
of the population appearing on a federal income 
tax return is younger than 25 compared to only 
10 percent of non-fi lers. This is primarily because 
dependents of fi lers are included in the fi ler popula-
tion: dependents comprise 86 percent of the fi ler 
population younger than 25. Only those dependents 
whose parents are also non-fi lers could possibly 
enter the pool of non-fi lers used here. Since depen-
dents are less likely to have jobs, interest earning 
savings accounts, or other sources of income they 
are also less likely to have a connection to the tax 
world apart from their parents. Additionally, the 
Earned Income Tax Credit (EITC) encourages 

individuals with children to fi le tax returns, further 
reducing the likelihood that dependents would not 
be connected to a tax return. 2

The 29.9 million non-filing persons with 
information returns and the 259.0 million U.S. 
residents represented on non-dependent individual 
tax returns in 2003 compose the total tax system 
population of 288.9 million people. This represents 
98.2 percent of the target population, leaving the 
tax population short some 5.4 million people. 
Figure 1 shows the distribution, by age class, of 
the U.S. resident population represented on either 
a fi led tax return or an information return. The 
largest shortfalls are predictably found in the age 
group least likely to be connected to the tax system: 
those 24 and younger. 3

A NEW PROFILE OF NON-FILER INCOME

After creating a sample of persons represented 
in the tax system, the next step is to create a profi le 
of non-fi ler income using income data found on 
information returns. Four categories of income 
are created: labor, miscellaneous, capital, and 
retirement income.

Labor income is primarily derived from Medi-
care wages on the Form W-2, but also includes 
unemployment compensation from Form 1099-G 
and nonemployee compensation, medical payment, 
fi shing income, golden parachute, and attorney 
fees from the Form 1099-MISC (see Appendix A 
for a description of all forms used in this study). 
Miscellaneous income contains the amount of debt 
cancelled on the Form 1099-C and “other income” 
on Form 1099-MISC. 

Capital income is found on Forms K-1, 1099-B, 
1099-DIV, 1099-G, 1099-INT, 1099-MISC, and 
1099-PATR. Specifi cally, capital income includes 
capital gains, ordinary dividends, non-cash liquid 
dividends, and cash liquid dividends on Form 
1099-DIV, interest and savings bonds on Form 
1099-INT, and patronage and non-patronage divi-
dends on Form 1099-PATR. Capital income also 
includes agricultural subsidies and taxable grants 
from Form 1099-G as well as rent, royalties, sub-
stitute payments for dividends, and crop insurance 
from Form 1099-MISC.

Forms K-1 and 1099-B require special attention. 
The Form K-1 is fi led by a partnership, S corpo-
ration, trust, or estate on behalf of benefi ciaries 
and includes the following capital income items: 
business income, dividends, guaranteed payments, 
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interest, long-term capital gains, ordinary income, 
other rental income, passive income, royalties, real 
estate, and short-term capital gains. K-1 income is 
the one source of income that could be negative. 

Four items on Form 1099-B reporting gross 
proceeds also contribute to capital income: barter 
income, bond income, realized profi t and loss, 
and a portion of gross proceeds. Bond income 
is derived from bond tax withheld, assuming an 
average tax rate of 25 percent. Taxable elements 
of gross proceeds are estimated by applying the 
ratio of taxable gains to gross proceeds as reported 
in Sales of Capital Assets (SOCA) data (only 
returns with less than $250,000 of adjusted gross 
income are included). Using this ratio of $.1707 
per $1 of gross proceeds, $11.7 billion of the $68.7 
billion of gross proceeds are considered to be 
income.

Retirement income is composed of Social Secu-
rity benefi ts on Form 1099-SSA and the taxable 
amount on Form 1099-R. Our defi nition of “taxable 
amount” on the Form 1099-R excludes rollovers 
to IRAs and tax-sheltered annuities, distributions 
from ROTH IRAs in the fi rst fi ve years, distribu-
tion from a ROTH IRA qualifi ed distribution, and 
ROTH IRA distributions not subject to penalty. 

Table 2 below presents these four aggregations 
of income from the information returns for each 
person by the total amount of income associated 
with that person. In total, we estimate that there 
was $396.3 billion of income associated with these 
29.9 million persons.

The average income of the non-fi ler population 
is a little over $13,000. The two primary sources of 
non-fi ler income are labor and retirement income, 
accounting for $194.7 billion and $169.1 billion 
of the $396.3 billion of total income. Capital and 
miscellaneous income are small in comparison, 
representing only $28.4 billion and $4.1 billion, 
respectively. In addition to having the most income 
in absolute terms, labor income is the largest per 
capita with average earnings of $17,038. Retire-
ment income, the most populous category, contains 
$9,957 of income per person. The smaller income 
types have similarly smaller per capita totals, with 
$2,684 for capital income and $6,666 for miscel-
laneous income. 

Table 2 is perhaps best summarized in terms of 
income categories: low, middle, and high. Non-
fi lers with less than $5,000 of annual income (low 
income) comprise roughly 32 percent of the non-
fi ler population and account for less than 4 percent 

Figure 1: Census v. Tax System Populations by Age
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of the income. Fewer than half of these individuals 
have labor income and roughly one-third have 
retirement or capital income. Additionally, 11 
percent (over 1 million) do not appear in any of 
the four categories. These individuals either do 
not have any income reported in the fi elds used 
to measure income or are included via informa-
tion returns with no income fi elds such as Forms 
1098-E or 1098-T.

The characteristics of low earners is in stark 
contrast to the middle income group – those with at 
least $5,000 but less than $20,000 of annual income 
– over 80 percent of whom have retirement income. 
Twenty-three percent of middle income non-fi lers 
have labor income and 37 percent have capital 
income. Retirement income similarly accounts for 
approximately 75 percent of all income for this 
group, while 21 percent is labor income.

Non-fi lers earning $20,000 or more, the high-
income group, have markedly different character-
istics when compared to low- and middle-income 
earners. The average laborer in this group earns 
$42,043, while the average capital and retirement 
income is $11,506 and $20,055, respectively. 
Labor income is far and away the largest source 
of income, accounting for 71 percent of total high-
earner income (and 38 percent of all income, from 
all categories and income groups). Retirement and 
capital income are a lesser proportion, compris-
ing 16 percent and 11 percent of total income, 
respectively.

Table 3 displays the same income categories of 
Table 2 by age. The non-fi ler income distribution 
by age is a bimodal and is skewed towards older 
age groups. Labor and miscellaneous incomes are 
skewed towards younger individuals when com-
pared to the distribution of total income. Capital 
income is distributed more or less evenly for those 
35 to 44 and 55 and older, but is markedly larger 
for those 45 to 54. Retirement income is (unsur-
prisingly) earned by the elderly, with 72 percent 
belonging to those 65 and older. Social Security 
benefi ts (disability or retirement) account for 76 
percent of total income for those 65 and older. 
The similar fi gure is 14 percent for those under 65.

By way of comparison, Tables 4 and 5 show 
the distribution of income for people who appear 
on a fi led tax return. Here, income amounts for 
the primary and secondary taxpayers are largely 
from amounts reported on the return’s Form 1040.4 
Income amounts for dependents appearing on 
the return are obtained from information returns. 

Combining Tables 2 and 3 with Tables 4 and 5, 
respectively, would provide a measure of total 
income in the United States.

TAXES PAID

One of the benefits from using information 
returns fi led by a third party on behalf of a person 
is that amounts withheld for payments of taxes 
are reported. Most individuals – specifi cally, those 
receiving a Form W-2 – pay taxes on income 
throughout the year via employers or other disinter-
ested third parties depending on the type of income 
they earn and the number of exemptions claimed 
on the Form W-4. The number of exemptions an 
individual claims is related to several factors, 
including the taxpayer’s prior year tax liabilities. 

Table 6 displays taxable income and tax with-
held for non-fi lers by total income. Taxable income 
as defi ned here differs from positive income in 
one sense: Social Security benefi ts are excluded. 
Using the JCT’s individual tax model to build a 
profi le of non-fi ler Social Security benefi ciaries, 
we conclude a trivial amount of Social Security 
income exceeds the threshold over which benefi ts 
are subject to income taxes, and as a result, we have 
excluded Social Security benefi ts. We may revisit 
this assumption at a later date when additional 
information concerning income is collected.

In 2003, non-fi lers in this data set paid nearly 
$15.9 billion of federal income taxes through with-
holdings on $255.3 billion of taxable income. That 
equates to an effective tax rate of 6.2 percent. As 
shown in Table 6, the percentage of income with-
held steadily increases with the amount of total 
income earned, refl ecting the progressivity of the 
federal income tax code. Individuals with at least 
some tax withheld who earned less than $15,000 
withheld 5 percent of their income or less while 
those earning more than $50,000 paid roughly 13 
percent.

Note, however, only 8.3 million non-fi lers have 
any income withheld; some 21.6 million have no 
tax withheld. The income of these two subpopula-
tions are starkly different: non-fi lers with some tax 
withheld earned $170.8 billion of taxable income 
($20,578 per person) while the 21.6 million indi-
viduals with no tax withheld earned only $84.5 bil-
lion ($3,911 per person). The distribution of those 
without withholdings is heavily skewed toward 
lower income individuals: nearly 17.7 million (80 
percent) earned less than the mean and only 1.5 
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million (7 percent) earned more than $10,000. The 
withholding population is similarly skewed but to 
a lesser degree: 65 percent earned above the mean. 

The Form W-2 accounts for the great majority 
of income withheld: $14.4 billion of the $15.9 bil-
lion of federal income tax withheld from non-fi ler 
incomes are found on Form W-2. Non-fi lers also 
paid $10.7 billion of Federal Insurance Contribu-
tions Act (FICA) and Medicare taxes on $152.2 
billion of wage income. The percentage of wage 
income withheld has a slightly negative correlation 
with income earned, refl ecting the regressivity 
of FICA taxes (earnings subject to taxation were 
capped at $87,000 in 2003).

CURRENT POPULATION SURVEY COMPARISON

A conventional method for estimating the 
characteristics of the non-fi ling population by tax 
policy analysts is to derive the tax fi ling popula-
tion from the total population represented in the 
Current Population Survey (CPS) produced by the 
Census Bureau. This is accomplished by creating 
tax fi ling units from CPS family and household 
records. Married couples are combined to form 
joint returns and children are linked to their parents. 
The resulting fi le is then divided into two groups. 
The fi rst group consists of CPS tax units expected 
to have fi led a tax return. Typically, the fi ling units 
are derived by subjecting CPS income amounts to 
income amounts required to fi le a tax return. This 
group is then statistically matched to an existing 
individual tax returns cross-sectional fi le. 

The second group, often simply a residual, 
consists of CPS tax units not expected to have 
fi led a return. The CPS sampling frame only cov-
ers the noninstitutional population of the United 
States. So, the last step in building a representative 
sample of non-fi lers is to augment the fi le with 
non-fi lers living in prisons or nursing homes. In 
general, no income is imputed to non-fi ling pris-
oners, while non-fi ling nursing home residents 
are imputed Social Security income and pension 
income. Except for these two groups, the income 
and demographic profi le of the non-fi lers comes 
from the CPS. One benefi t from this approach 
is that the resulting tax model fi le has the same 
number of families, including family size and age 
structure, as the CPS. 

Table 6 shows the income distribution of non-
fi lers at 2003 levels as used by the Joint Commit-
tee on Taxation (JCT) in their individual income 

tax micro-simulation model. Note that counts in 
the table are nondependent individuals and – in 
the case of joint returns, capital, retirement, and 
miscellaneous incomes – are allocated equally to 
each spouse. 

Comparing the income profile of non-filers 
seen in Table 7 to the income profi le of non-fi lers 
derived from information returns seen in Table 2 
yields several interesting observations. First, both 
tables have individuals with incomes well above 
the fi ling thresholds. However, in the case of the 
CPS non-fi lers, this was by design. Analysts at the 
JCT know that many persons fi le tax returns that 
do not have a fi ling requirement: either out of habit 
or to receive a refund. At the same time, there are 
persons who should fi le a tax return but do not. 
To account for this later group, a small portion 
of tax returns constructed from CPS information 
that should fi le a return are included in the non-
fi ler group.

Second, much fewer CPS non-fi lers have labor 
income compared to the non-fi lers identifi ed in this 
study. When creating fi ling and non-fi ling units out 
of CPS observations, the conventional approach 
has been to assume that people with earnings were 
likely to be fi lers, even though they may have 
income below the fi ling threshold. The presence 
of earnings allows people to claim the refundable 
earned income tax credit. Further, income taxes are 
often withheld from wages throughout the year; a 
person needs to fi le a return to claim a refund of the 
withheld taxes. However, this study of non-fi lers 
derived from information returns suggests that 
some people are, for whatever reason, willing to 
“leave money on the table.” 

Earned income for the CPS non-fi lers includes 
both wages and net self-employment earnings. 
Unfortunately, net self-employment income is 
not readily available from information returns. 
Arguably, this is the most signifi cant weakness 
of using information returns to construct the 
income profi le of non-fi lers. At the same time, 
it is also the largest weakness of using fi led tax 
returns since self-employment income is the 
most understated type of income on fi led returns. 
Information returns do contain components of 
self-employment income. For example, amounts 
paid to an independent contractor may appear on 
a 1099-MISC information return. However, this 
is only likely to be a small portion of the gross 
income received by independent contractors. Fur-
ther, the value on the 1099-MISC would be a part 
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of the independent contractor’s gross income and 
would not refl ect any legitimate expenses incurred 
to produce the income. As a result, the omission 
of self-employment income likely indicates that 
even the information-returns-based income profi le 
presented in this paper understates the amount of 
incomes by persons who do not fi le tax returns. 

A third observation regards the comparison of 
retirement income for CPS non-fi lers and non-fi lers 
with information returns: the counts and amounts 
of retirement income are both (unsurprisingly) 
very similar. The largest source of income in this 
category is Social Security benefi ts. Social Security 
benefi ts are well defi ned and are therefore likely 
to be well-reported on the CPS. Further, tax with-
holding of Social Security benefi ts is quite rare and 
benefi ts are generally not subject to tax unless the 
person has other substantial sources of income. As 
a result a person with most of their income from 
Social Security is unlikely to fi le a tax return. 

A fourth observation is that CPS non-fi lers have 
little capital income and no miscellaneous income. 
The only sources of capital income reported on the 
CPS are dividends, interest, and rents; conspicu-
ously missing is income from capital gains. The 
CPS does have taxable income sources which 
would be included in the miscellaneous income 
(e.g., alimony). However, in constructing non-
fi ling units from CPS records for this particular 
tax model, none of the designated non-fi lers had 
a miscellaneous income source. Contrast this to 
the non-fi lers from information returns: several 
information return types report capital or miscel-
laneous income sources.

DISCUSSION

This study presents a novel profi le of income 
for persons who do not appear on fi led income tax 
returns. Two important conclusions can be drawn 
from the data: the vast majority of the resident 
population in 2003 had information recorded with 
the U.S. Department of the Treasury and non-fi lers 
with information returns have much more income 
than other measures indicate. 

This data suggests some 29.9 million of the 
35.3 million persons who did not appear on a fi led 
tax return for 2003 none-the-less had information 
return(s) fi led on their behalf. Coupling this popula-
tion with the tax return fi ling population reveals that 
98.2 percent of the 294.3 million residents of the 
United States in 2003 were recorded in information 

fi led with the Treasury. Judging by the differences 
between the total tax system age distribution and 
the age distribution of the population prepared 
by the Census Bureau, the remaining 5.4 million 
persons not found in the tax system were likely 
mostly young children. 

Non-fi lers, the 29.9 million persons with infor-
mation returns, had roughly $400 billion of income 
reported on information returns, $181 billion of 
which was associated with 3.3 million persons 
who had reported amounts in excess of $25,000. 
The largest area of discrepancy between this and 
other distributions of non-fi ler income, such as 
those generated from the CPS, is wage income: the 
income found on Form W-2 for non-fi ling persons 
dwarfs wage income of non-fi lers derived from 
studies that use the CPS for income distribution 
measurements.

Tax system information is not perfect, however. 
We recognize the possibility that an information 
return may have an incorrect SSN. As previously 
mentioned, we minimize this risk by only using 
information returns with a valid SSN Indicator. 
However, even in this case, a valid SSN on an 
information return may not represent the activity 
of that person if their SSN was stolen or otherwise 
used by another person. Identity theft (or sharing) 
of SSN’s and names is an attractive economic 
crime because the person using the information 
will appear “valid” to many detection regimes. 
These types of situations are diffi cult to control in 
the information return data.

A second problem with using information returns 
is that certain demographic information and certain 
sources of income are not captured. For example, 
no current information return indicates whether a 
person is married or has a child. On the income 
side, information returns are particularly weak in 
capturing net income from self-employment. 

The implications of this paper are potentially 
important to several income-based metrics and 
policies. Most importantly, the measurement of the 
United States income distribution may likely need 
to be adjusted as this research indicates low-income 
persons have much more income than previous 
survey-based research suggested. This could have 
implications for both the measurement of the 
poverty level and for measures of median income. 
Similarly, this new distribution of income could 
result in a re-examination of policies that rely on 
means testing such as school lunch programs and 
taxation of Social Security benefi ts. At the same 
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time, the large number of persons with wages who 
did not fi le an income tax return could indicate that 
far more people are eligible for income support 
programs, such as the Earned Income Tax Credit, 
than are currently receiving benefi ts.

Notes

 1 The four forms used by Sailer and Weber (1998), but 
excluded from this analysis, are the Forms 1099-S, 
8596, W-2G, and 1098. This study uses fi ve forms 
Sailer and Weber did not: Forms 1098-E, 1098-T, 
1099-C, 1099-LTC, and 1099-Q.

 2 Since we are focusing on proportionality, it is worth 
noting that the size of individual age groups infl uence 
the relative size of other age groups to the whole. Thus, 
the factors causing young non-fi lers to be relatively 
fewer and older non-fi lers to be relatively greater 
magnify one another.

 3 For the purposes of JCT’s Individual Tax Model (but 
not this paper), “automatons” are imputed to our popu-
lation of non-fi lers to fully represent the U.S. resident 
population. Automatons are simply placeholders and 
represent the non-fi ling population without informa-
tion returns. At this stage, the only imputed information 
to an automaton are age and gender.

 4 Total Income for non-dependents is Adjusted Gross 
Income before any above-the-line adjustments and 
without regard to the Parent’s Elective Kiddy tax, 
the foreign earned income exclusion, or net op-
erating loss carryovers. In addition, Total Income 
includes any untaxed Social Security and Railroad 

Retirement Benefi ts, plus any deferred compensa-
tion. Certain unearned income items, which cannot be 
allocated between the primary taxpayer and spouse, 
are split 50-50. People with an overseas address are 
excluded.
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APPENDIX A

Form Components

K-1 Business income, dividends, guaranteed payments, interest, long-term capital gains, ordinary 
income, other rental income, passive income, royalties, real estate, and short-term capital gains. 

W-2 Wages, tips, FICA and Medicare wages and tax, advanced Earned Income Credit, deferred com-
pensation, and dependent care.

5498
Individual Retirement Account (IRA), rollover IRA, Simplifi ed Employee Pension (SEP), ROTH 
IRA, and recharacterized contributions; life insurance cost, fair market value of retirement ac-
counts, and ROTH conversion amount.

1098-E Student loan interest.

1098-T Qualifi ed tuition and related expense, scholarships or grants.

1099-B Stocks and bonds, bartering, aggregate profi t and loss, realized profi t and loss, unrealized profi t 
or loss.

1099-C Amount of debt cancelled, property fair market value, interest forgiven.

1099-DIV
Capital gains, ordinary dividends, noncash liquid distribution, cash liquid distribution, non-
taxable distribution, investment expense, ordinary dividend, foreign tax paid, and qualifi ed 
dividends.

1099-G Unemployment compensation, agricultural subsidies, prior year refund, and taxable grants.

1099-INT Interest from savings, savings bonds, investment expense, and interest forfeiture.

1099-LTC Gross benefi ts, accelerated benefi ts paid and long-term care date.

1099-MISC Nonemployee compensation, medical payments, fi shing income, rents, royalties, other income, 
substitute payments for dividends, excess golden parachute, crop insurance, and attorney fees.

1099-OID Original issue discount (OID) and OID interest.

1099-PATR Patronage dividends, non-patronage dividends, redemption amount, and retained allocations.

1099-Q Gross distribution from a qualifi ed tuition program and earnings on that gross distribution.

1099-R Taxable amount of distributions from retirement investment vehicles, total employee contribu-
tions, and eligible capital gains.

1099-SSA Total repayments, pension and annuity benefi ts, and workman’s compensation offset.



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


