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CHAPTER 2

Families in the Sample of Identical Taxpayers

A How THE FAMILIES WERE SELECTED

SoME PERSONS are required to file income tax returns year after
year throughout a substantial part of their lives. Others only
occasionally receive enough income to be taxable. A variety of
circumstances (e.g., death, moving in or out of the state, attain-
ment of majority) not directly connected with income determine
whether a person files an income tax return in Wisconsin for a
given year. This study is concerned only with families that re-
ported income for each year 1929-35.

A 50 percent sample of families that filed consecutive returns
for the seven years was selected from Wisconsin Tax Commission
files. Every second file containing a complete set of returns for
the period was transcribed and recorded on punched cards. The
clerical labor involved in tabulating the returns of the 130,000
families selected was so great that the sample was reduced to 5
percent by including only those taxpayers in the original sample
who had been assigned a serial number terminating with the
digit 3.

While the method of selecting the sample was such that it
should yield a random sample of taxpayers filing consecutive
returns 1929-35, it could hardly be expected to be representative
of all taxpayers. For example, young persons filing for the first
time after 1929 (and hence excluded from the sample) are likely
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166 PART 111

to have smaller incomes than those who have accumulated some
experience and reputation. In this Chapter we examine in some -
detail the differences in the income characteristics, marital status,
and geographic distribution of consecutive and nonconsecutive
filers. The several peculiarities of the Wisconsin tax law and its
administration that affected the number of consecutive filers
and their characteristics are discussed below.

Confining a study of changes in income during a period to
an identical population has both advantages and disadvantages.
Its most obvious advantage is to eliminate the effects of a chang-
ing population. We are studying how certain characteristics of a
particular population changed during a specific period, and
changes in characteristics are most easily determined and meas-
ured if they are not mixed with simultaneous changes in the
population to which the data relate. However, the fact that a
sample of consecutive filers represents the universe in one year,
gives no assurance that it will be representative in other years.
The concept of consecutive filers tends to eliminate both the
extremely low and the extremely high age groups. Since persons
under 18 years are not required to file, any person who has filed
returns for seven consecutive years will be at least 25 years old
at the end of the period. And persons dying during the period are
automatically eliminated from the consecutive filer category.
Similarly, persons moving into or out of the state, persons whose
earning capacity reached taxable levels for the first time during
the period, persons retiring to live on nontaxable income, and
(under some circumstances) persons changing residence or occu-
pation tend to be eliminated.

While these tendencies limit the applicability of conclusions
drawn from a study of consecutive filers, they do not preclude
significant conclusions. In fact, the absence of changes in the
population studied make it possible to use techniques otherwise
inapplicable.

B Tue Basic TABULATIONS

Two series of tabulations were prepared from the returns of
those included in the 5 percent sample of consecutive filers. The
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first consists of individual returns just as they were filed and is
in a form comparable with similar tables prepared for all returns
filed for 1929 and 1935, and for a sample for 1934. Individual
returns are classified by size of both net taxable and economic
income. For 1929 and 1935 frequency distributions of the marital
status characteristics were also prepared, enabling us to compare
directly the characteristics of consecutive filers with those of all
taxpayers.

To study changes in income from one year to another, returns
filed individually by married couples had to be put on a consist-
ent basis. This adjustment, made more urgent by the change in
policy after 1932 that removed the privilege of combining the
incomes of husband and wife on a joint return and rendered the
filing of separate returns mandatory, was accomplished by add-
ing the income of husband and wife when each reported sepa-
rately, and classifying them as a family unit by their combined
income.! Tabulations were then prepared cross-classifying (1) the
income in each year 1930-35 with the 1929 income; (2) the income
in each year 1929-34 with the 1935 income; and (3) the income
in each pair of consecutive years. In making these tabulations, the
data for each of the seven years 1929-35 had to be gathered on
one mechanical tabulating card. Only two income items could be
put on one card. Four cards, each containing one of the follow-
ing pairs of items, were prepared for each family: net taxable
income and wages; interest and dividends; business profits and
net rents; and capital gains and capital losses. The family's
economic income classification was also punched on the cards
containing net taxable income and wages, and interest and
dividends.? Both items on the same card could be classified by
1 This change in policy followed the decision in Hoeper vs. Tax Commission, 284
U. 8. 286, discussed below.

After this adjustment, the distribution is said to be on a family, rather than an
individual, basis.

2 It was impracticable to show the economic income classification on the other two
cards since the annual tabulating cards from which these summary cards (for seven
year periods) were prepared were available only when the family reported business
profits, net rents, yoyalties, capital gains, value of merchandise, fiduciary income, or
‘all other income’. If a person reported income from an item on the annual card
containing these items in only 6 of the 7 years, his economic income classification

for the other year was recorded as zero. Different treatment would have required a
costly hand operation,
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either item; however, an item on one card could not be classified
by an item that appeared only on another card. For example, divi-
dends could be tabulated by interest received, but not by capital
gains.

It is the tabulations of the seven year income histories of the
13,000 families in the sample of consecutive filers with which this
study is mainly concerned. To understand the differences be-
tween the income characteristics of consecutive and nonconsecu-
tive filers, tabulations of individual returns had to be used, since
they are in a form directly comparable with the tabulations of
all returns for 1929 and 1935.

C AvERAGE IncoME REPORTED

The average income of consecutive filers tends to be larger than
that of all taxpayers; the difference is greater in 1929 than in
1934 or 1935 (Table 1). Also most income items tend to show
differences in the same direction. The exceptions are in the types
of income infrequently received, and are not consistent for all
three years for which comparison can be made. On the whole, dif-
ferences in net taxable income are smaller than in total income,
because the average deductions claimed by consecutive filers
were also larger.

D DistrIBUTION OF INCOMES

When the distribution of the net taxable income of all taxpayers
is compared with the distribution for those included in the
sample of identical taxpayers, by means of Lorenz curves (Chart
1), the 1929 net taxable income of consecutive filers is more
equally distributed than that of all taxpayers, but the reverse is
true for 1934 and 1935. For each of the three years the differences
are relatively small, and in no case is there clear evidence that
the curves for all taxpayers and for consecutive filers cross, al-
though the relative positions of the top 5 percent of the 1929
curves are doubtful. The differences are smallest in 1929 and
largest in 1935. The change in the position of the curves from
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170 PART III

1929 to 1934-35 with reference to the line of equal distribution
is greater than the changes in the size of the differences between
the two curves for a single year.

CHART 4
Lorenz Curves for the Distribution of Net Taxable Income
Sample of Identical Taxpayers and All Returns, 1929, 1934 and 1938
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Since the amount of economic income was not tabulated, but
was used merely as a means of classifying returns, Lorenz curves
for economic income cannot be constructed. The distributions
of economic income for the two groups of taxpayers can be com-
pared, however, by means of ogives, which show the returns as
percentages of all returns cumulated from the lowest and income
(in absolute terms) on a semi-logarithmic scale.
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The 1929 ogive for consecutive filers lies well to the right of
the corresponding curve for all taxpayers, indicating that a
smaller percentage of low incomes were received by consecutive
filers (Chart 2). The differences between the two 1935 curves are
less marked; in fact, the curves become indistinguishable below
$400 and above $10,000. It is the higher incomes of the 90 percent
of the consecutive filers between these two levels that are mainly
responsible for the higher average incomes of this group. The
distributions by both economic income (Chart 2) and average
income (Table 1) indicate that the returns of consecutive filers
are more like those of all taxpayers in 1935 than in earlier years.

CHaRT 2
Cumulative Percentage Distribution of Returns
by Size of Economic Income
Sample of Identical Taxpayers and All Returns, 1929 and 1935
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Support for this conclusion is found in the important change
in the list of persons required to file tax returns in Wisconsin.
Reducing the number of persons who file tends to reduce the
number of nonconsecutive filers during later years. To cut
administrative expenses in 1932-33 the income tax assessors
screened their mailing lists to eliminate names of persons thought
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unlikely to be taxable in the years immediately following.? Many
who were thereby excused from filing would otherwise have been
consecutive filers. Their returns for 1929, but not for 1935, are
on file and are counted among the nonconsecutive filers for the
earlier year. Presumably their names were eliminated because
their income characteristics differed from those of persons re-
quired to continue filing. Consequently, the income character-
istics of consecutive filers can be expected to coincide with those
of nonconsecutive filers more nearly in 1935 than in 1929. Con-
versely, an extension of coverage to include groups not previously
filing could be expected to cause a greater divergence between
the characteristics of consecutive and nonconsecutive filers in the
terminal than in the initial year of the period studied.

Since tabulations distributing various types of receipt by their
own size are available only on a family return basis for consecu-
tive filers, the data are not strictly comparable with those for all
returns, which are on an individual basis. Combining the in-
comes of husband and wife to arrive at ‘family’ income is of
much less consequence for 1929 than for 1934 and 1935, since
joint returns were prohibited after 1932 (Table 2).* The family
data in Table 2 are also affected to an unknown degree by a
mechanical difficulty in tabulation: to condense the data so that
they could be punched on a;single card the unit digit was dropped
and amounts less than $10 were omitted. Consequently, receipts
often reported in amounts of less than $10 are entirely absent
from the family tabulation. The effects of this omission are more
marked in the number of recipients than in the amount of in-
come, and average income is, in consequence, somewhat higher

than it would be had small receipts been retained.?

3 The number of returns filed decreased from 476,173 in 1929 to 417,830 in 1934 and
425,481 in 1935. While we do not have direct knowledge of the procedures used in
screening the mailing lists, occupation was apparently one criterion since the num-
ber of farmers filing decreased from 31,157 in 1929 to 10,438 in 1935.

4 Hoeper vs. Tax Commission, op. cit.

6 In 1929 among those included in the sample of identical taxpayers were 85 married
couples that filed separate returns; this would be the maximum reduction in the
number of receipts attributable to combining incomes of husbands and wives in
that year. Table 2 shows 232 fewer family units than individuals reporting divi-
dends and 403 fewer reporting interest. The differences must be attributed to the
omission of receipts of $10 or less. The evidence for 1935 is not conclusive since the
reduction in each case was less than 1,075, the number of married couples filing .
separate returns in that year.
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TABLE 2

Average Size of Selected Receipts on Individual and Family Basis
Sample of Identical Taxpayers, 1929, 1934, and 1935

INDIVIDUAL BASIS2 FAMILY BASISD RATIO OF FAMILY
Av. Av. TO INDIVIDUAL

No.Re- Amount No.Re- Amount No.Re- Av.

porting Reported  porting Reported porting Reported

1 9 2 9

Wages & salaries 10,944  $2,095 10,868  $2,106 993 1.005
Interest 3,794 686 8,389 764 .893 1.114
Dividends 2,959 1,051 2,727 1,136 922 1.081
Business profits 1,974 2,187 1,970 2,187 .998 1.000
Net rents 1,949 525 1,920 529 985 1.008
Capital gains 642 3,105 624 3,189 972 1.027
Capital losses 444 4,322 435 4,409 980 1.020
1 9 3 4
Wages & salaries 11,179 1,418 10,488 1,506 938 1.062
Interest 3,320 476 2,823 555 .850 1.166
Dividends 2,895 475 2,462 554 .850 1.166
Business profits 2,085 1,267 2,011 1,281 .988 1.011
Net rents 1,951 300 1,883 306 965 1.020
Capital gains 320 1,553 302 1,641 944 1.057
Capital losses 596 2,597 563 2,747 945 1.058
1 9 3 5
Wages & salaries 11,130 1,528 10,430 1,642 937 1.075
Interest 3,342 459 2,816 539 843 1.174
Dividends 2,996 433 2,538 503 847 1.162
Business profits 2,069 1,394 2,051 1,402 991 1.006
Net rents 2,080 322 1,994 330 959 1.025
Capital gains 495 1,564 450 1,715 909 1.097
Capital losses 620 1,898 576 2,039 929 1.074

a Wisconsin Individual Income Tax Statistics: Characteristics of Sample of Identical
Taxpayers.

blbid: Changes in Income of ldentical Taxpayers, 1929-1935.

The order in which the Lorenz curves for the various types of
receipt diverge from the line of equal distribution is the same
for both the family data for consecutive filers and the individual
data for nonconsecutive filers, i.e., wages and salaries and net
taxable income are most equally distributed, dividends and
capital gains least in both sets of data. As shown in Chapter 3 of
this Part and also Part II, this pattern tends to persist from one
year to another, since the differences between the distributions
of the various types of receipt tend to be larger than the year to
year variations for a single type of receipt.

Measured at the Rich-Poor intersector there are small dif-
ferences between the curves for consecutive and nonconsecutive
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filers.® Wages are more equally distributed and interest less
among consecutive than among all filers in both terminal years.
Rents for 1929, capital gains for 1935, and dividends for 1929
show much the same degree of equality for both consecutive
and nonconsecutive filers. Business income is more equally dis-
tributed among consecutive filers in 1929 and less in 1935;
capital gains in 1929 and dividends in 1935 are more equally dis-
tributed among nonconsecutive returns. These differences are so
small that little importance can be attached to them in view of
the limitations of the data and their failure to meet the require-
ments of strict comparability.

E ComposiTioN oF INCOME

As shown in Part II, substantial changes in the composition of
income are associated with changes in income level. Conse-
quently, we may expect the composition of the higher average
incomes of consecutive filers to differ from that of all taxpayers.

Wages and salaries is the one item that is a smaller percentage
of the total income of consecutive filers than of all taxpayers in
all three years studied (Table 3). All other items are a larger
percentage in at least one year. All deduction items tend to be
a larger percentage of consecutive filers’ than of all taxpayers’
total income.

Differences in the behavior of specific items, especially those
not constituting large portions of total income, are disturbing,
but cannot readily be investigated. By grouping income items
into those predominantly earnings from services and those pre-
dominantly from property (Table 3), their influence is mini-
mized. Though rough, this classification serves to emphasize the
6 Since the shape of the Lorenz curves can only be approximated for the lowest
group of some items, the Rich-Poor intersector—the line perpendicular to and bi-
secting the line of equal distribution (a line connecting the coordinates 50, 50, and
100, 0) — is used as the measure of equality. The point at which this line intersects
the curve is read along the X axis, i.e., in cerms of the cumulated percentage of
persons below the point of intersection, giving a scale ranging from 50 (absolute
equality) to 100 (absolute inequality) which can be translated to a scale ranging
from 0.0 to 1.0 by the formula .02 (P — 50), where P is the percentage of persons with

incomes below the Rich-Poor intersector. See D. B. Yntema, Measures of Inequality,
Journal of the American Statistical Association, Vol. 28 (1933), pp. 423-33.
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prevalence of property income in the returns of consecutive as
compared with all filers. It is especially valuable when used, as in
Table 4, to determine whether the differences in the composition
of income between consecutive filers and all taxpayers persist at
all income levels or whether they are due only to the higher aver-
age incomes of consecutive filers.

At both ends of the distribution consecutive filers receive a
relatively larger proportion of income from property than do all
filers (i.e., for economic incomes below $3,000 and above
$100,000) in each of the three years. In the $3,000-15,000 range
they tend to receive a relatively larger share of income from earn-
ings. For 1929 and 1935 their income from earnings is relatively
less in each of the six economic income groups below $3,000;
more in seven of the nine groups between $3,000 and $15,000; and
less in four of the five groups above $15,000 than that of all tax-
payers. The data for 1934 are not as clear cut: in only four of

TABLE 4

Income from Earnings as Percentage of Total Income
Classified by Economic Income

Sample of Identical Taxpayers and All Returns, 1929, 1934, and 1935

19 29 19 3 4 19 35

ECONOMIC All All All
INCOME Sample Returns Sample Returns Sample Returns
$0- 499  61.03 62.18 70.89 74.95 64.47 70.27
500- 999  81.69 85.94- 87.43 90.72 86.45 90.15
1,000- 1,499  90.69 91.60 92.13 93.16 92.05 93.45
1,500- 1,989  92.29 93.07 91.92 93.07 92.66 93.85
2,000- 2,499  91.69 92.23 90.23 91.25 91.41 92.31
2,500- 2,999 90.29 90.35 88.19 88.63 88.52 89.17
3,000- 3,499 88.54 87.73 83.99 85.95 87.83 86.74
3,500- 3,999  86.00 84.99 82.98 83.99 81.99 85.02
4,000- 4,499  83.09 82.35 81.42 83.60 81.99 82.67
4,500- 4,999  81.00 80.67 84.52 80.62 76.68 81.73
5,000- 5,999  72.92 77.53 87.66 80.03 82.47 79.99
6,000- 6,999  74.27 74.26 84.72 76.10 83.24 78.06
7,000- 7,999  64.45 70.90 71.76 74.41 80.66 75.65
8,000- 8,999 70.46 68.40 66.24 72.05 77.00 68.14
9,000- 9,999  76.21 67.48 77.80 72.44 87.62 68.09
10,000-14,999  66.86 61.83 70.45 65.41 70.76 65.68
15,000-19,999  55.52 55.62 61.05 59.09 55.44 58.10
20,000-24,999  44.46 50.68 68.47 57.92 59.34 58.67
25,000-49,999  52.04 4244 23.65 45.33 21.71 41.83
50,000-99,999  24.14 29.75 51.74 27.36 23.29 27.00
100,000 & over 46 12.50 3.33 12.53 10.24
Total  76.30 80.01 82.21 86.15 82.97 86.42

Earnings include wages and salaries, business and partnership profits, value of
merchandise, and all other income.
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the nine groups between $3,000 and $15,000; and in only two
of the five groups above $15,000 do consecutive filers receive
relatively smaller earnings than all taxpayers. Apparently, per-
sons dependent upon small property incomes are more likely to
be required to file returns year after year than persons dependent
upon small earnings. Earnings constitute a relatively larger part
of the total incomes of consecutive filers than of all taxpayers in
income groups for which business and partnership profits are
the largest source of income (see Part II).

Two characteristics of Table 5 require examination. The first
is the frequency with which an item deviates in a given direction
from the norm, i.e., from the pattern characteristic of all returns.
For example, in 1929 wages are a bigger percentage of total in-
come for the sample than for all taxpayers in 9 of the 19 income
groups. The other characteristic is the amount of ‘blocking’, i.e.,
the tendency for like signs to occur in contiguous groups. Divi-
dends are a greater percentage of total income for the sample
than for all returns in the first 7 of the 1935 groups, but in only 2
of the last 12 groups. If an approximately equal number of groups
varied in each direction, and these variations were randomly
distributed throughout the distribution, we would be compelled
to conclude that the differences between the composition of in-
come in the two distributions were probably due to sampling
errors. A preponderance of one sign, or a noticeable blocking,
indicates a consistent bias.

Looking first at 1929 data, recipients of dividends or rents tend
to be among the consecutive filers (‘Table 5). For each of the
other 5 items plus deviations about equal minus deviations in
number. Nor is the blocking of like signs so marked that much
confidence can be placed in it. Business profits tend to be a
relatively larger percentage of total income for consecutive filers
in the middle brackets, but partnership profits show no such
blocking. In 1935 wages and fiduciary incomes were a greater
share of the income of consecutive filers than of all taxpayers in
only 6 groups. For dividends and rents in 1935 there is consider-
able blocking at the lower end of the distribution, while business
and partnership profits tend to block in the middle of the dis-
tribution.
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TABLE 5

Composition of Income in Each Economic Income Group
Sample of Identical Taxpayers and All Returns, 1929 and 1935

ECONOMIC PARTNER- ¢
INCOME WAGES & DIVI- BUSINESS SHIP NET CAPITAL FIDUCIARY
GROUP SALARIES DENDS PROFITS PROFITS RENTS  GAINS INCOME

1 2 9

$0- 499

500- 999
1,000- 1,499
1,500- 1,999

2,000- 2,499
2,500- 2,999
3,000- 3,499
3,500- 3,999

4,000- 4,499
4,500- 4,999
5,000- 5,999
6,000- 6,999

7,000- 7,999
8,000- 8,999
9,000- 9,999
10,000-14,999

15,000-19,999
20,000-99,999
100,000 & over

Total

P ++ 4+
| +++ ++++
[

| o+ + ©
++ + +
I+ + 1
b+ + 0+

4+
|+
(A

+ 4+

|+ +
L+ 1+

+ 1+ 1
+ 11+
o+ + + 1

+4++ 1

+ 1+

1+ +4++1
Tl t+ ++1 1
|

|
l
i

L+ ++1
I ++ ++++

<+
+
+
|+ +

!
+

o
]

+

+

+ 4

$0- 499
500- 999
1,000- 1,499
1,500- 1,999

2,000- 2,499
2,500- 2,999
3,000- 3,499
3,500- 3,999

4,000- 4,499
4,500- 4,999
5,000- 5,999
6,000- 6,999

7,000- 7,999
8,000- 8,999
9,000- 9,999
10,000-14,999

15,000-19,999
20,000-99,999
100,000 & over - -

Total - + + - +

P+ 1
I +4+4+ ++++
L++1 1 +++
L+ 1 1%
P41 1 ++

L+ 14+ +++1
L+ 41 4+4+ ++++
L +4++ + 11+ +1++

o+t
Fror+

P+ 1+ ++
I
4+ + 00

I+ 1+
[ |
[ |

+
-+
+
ol + +++1

I
+ 1+
ol

+
|

A plus sign ( 4+ ) means that the receipt is a greater percentage of the total income
in the economic income group for the sample than for all returns. A minus sign
( — ) means the opposite: that the receipt is a greater percentage of the total
income in the economic income group for all returns than it is for the sample.



ACCOUNTING PERIOD AND INCOME DISTRIBUTION 179

F PATTERNS OF INCOME

As well as reporting relatively more income from property, con-
secutive filers tend to report income from more sources and,
with a few noteworthy exceptions—e.g., business profits in 1929
and wages in 1934 and 1935—each income receipt is reported by
a larger percentage of consecutive filers than of all taxpayers.
While data on the income patterns for the sample of consecutive
filers are not available, the average number of receipts reported
per return and the percentage of all returns reporting specific
receipts can be computed from the basic tabulations (Table 6).

TABLE 6

Percentage of Filers Reporting Selected Receipts
Sample of Identical T'axpayers and All Returns, 1929, 1934, and 1935

1929 1934 1935
All All All
Sample Returns Sample Returns Sample Returns

Wages & salaries 8239  80.91 7849  80.03 7806  80.46
Business profits 14,86 1548 14.29 18.08 14.51 18.11
Partnership profits 3.31 2.72 2.32 2.22 2.43 2.40
Value of merchandise . 7.31 4.66 4.05 a 3.89
All other income 7.70 6.99 7.09 6.62 6.98 6.79
Interest received 28.56  24.70 23.31 19.58 23.44 18.97
Dividends received 22.28 16.98 20.33 16.59 21.01 16.68
Net rents 14.67 12.06 13.70 11.22 14.59 11.54
Capital gains 4.83 3.88 2.25 1.75 3.47 2.78'
Royalties, copyrights &

patents 05 05 .16 14 .13 12
Fiduciary income 71 61 .80 .76 .87 .83
Av. no. of items re-

ported per returnb 1.79 1.64 1.63 1.52 1.65 1.54

aJtem count not available.
bTo make years comparable, excludes value of merchandise.

The larger percentage of all taxpayers than of consecutive
filers reporting business profits in 1929 indicates that a dispro-
portionately large group of business men and farmers who re-
ported in 1929 did not in 1934-35." The larger percentage of all
returns reporting wages in 1934 and 1935, on the other hand,
indicates that those either filing irregularly or filing for the first
time after 1929 tended to be wage earners.

The differences between the sample and all taxpayers with
respect to the percentage of total returns reporting a given item
are larger for property items. Since property items tend to be
associated with large total incomes this might have been expected

720,719 fewer farmers reported business income in 1935 than in 1929; see note 3.
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because of the larger average incomes of consecutive filers. But
Table 7 indicates that this is not a sufficient explanation. In only
5-9 of the 22 groups do a larger percentage of all taxpayers than
of consecutive filers report one of the four property items covered.
The groups in which this occurs tend to be in the middle of the
distribution, i.e., $8,000-20,000, but they are not solidly enough
blocked to warrant the conclusion that there are significant
differences between groups. Moreover, in only 4 of the 1929
groups and in only 6 of the 1935 groups are, on the average,
more items reported per return by all taxpayers than by con-
secutive filers.

G MariTAL STATUS

The decrease in the number of returns filed 1929-35 was ac-
companied by a considerable shift in the marital status, sex, and
dependency characteristics of all taxpayers. These characteristics
are usually undergoing change, anyway, but the modification in
administrative procedures occasioned by the decision in Hoeper
vs. Tax Commission caused many persons to file a different type
of return than they would otherwise.® The simultaneous occur-
rence of these changes makes it difficult to isolate and treat them
separately.

In selecting the sample, some changes in. family membership
were ignored. Persons who were single in 1929 but married be-
tween 1929 and 1935 were included and their incomes combined
as if they had constituted a family throughout the period. Di-
vorces and separations were probably ignored and the individual
incomes combined in a single ‘family’ return. Children reaching
the age of 18 and filing their own returns were not included in
the family, however.?

Before the Hoeper vs. Tax Commission decision, married
8 The analysis in this Section is based on Wisconsin Individual Income Tax Sta-

tistics: Characteristics of Sample of Identical Taxpayers, Table 3, p. A-85, 1929, Vol.
I, Table J, p. 21, and 1935, Vol. I, Table J, p. 18.

9 The reasons were mechanical. Selection was based upon files of returns, and their
contents are largely determined by administrative convenience. It has proved easier
for the assessors to place the returns of single persons who subsequently married in
one file than to cross-reference returns. In any other system families formed or dis-
solved during the period would have been excluded. The effects of this system on

the income distributjons are not known,
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couples were permitted to file either joint or separate returns,
but whichever they did their incomes were combined for the
purpose of computing taxes. After the decision the Tax Com-
mission ruled that when both spouses have incomes, each must
file a return. Since many such couples had previously filed a joint
return, this ruling multiplied the number of returns filed.1

The net changes within the sample of identical taxpayers from
1929 to 1935, the two years for which data on marital status are
available, were: (1) an increase of 976 in total returns filed; (2)
an increase of 760 in the number of married couples and of 116
in the number of single family heads; and (3) a decrease of 937
in the number of single persons who were not heads of families.
It was not possible to code 86 of the 1935 returns, 47 more than
it had been impossible to code in 1929.1* The greater number of
women filing in 1935 than in 1929 is almost completely ac-
counted for by the larger number of separate returns. Eighteen
fewer men filed returns in 1935 than in 1929. The absolute de-
crease of 245 in the number of dependents claimed is not to be
explained by the increase in the number of young married
couples. The shifts were apparently from single persons to mar-
ried couples and to single family heads, accompanied by a de-
crease in the number of dependents.

More consecutive filers were married, and more of them
filed either joint or separate returns, but they had fewer de-
pendents than all taxpayers. A relatively larger proportion of
single family heads with only one dependent (which qualified
them for ‘head of family’ status) filed consecutive returns. The
two sexes are represented among consecutive filers in about the
same ratio as among all taxpayers, although males are slightly
more numerous in the sample.

This pattern of variation persists throughout the income
range, and is more marked in 1935 than in 1929. A marital status
group over-represented in the sample tends to be over-represented
10 The ruling was not completely effective and as late as 1935 more than 3,157 mar-
ried couples filed joint returns. Returns were coded as joint returns only when there
was positive evidence that income received by both husband and wife was included
on the return. In addition, there may have been returns on which the husband re-
ported his wife’s income without identifying it as such.

11 At the time of transcribing, the 1929 returns had been audited more thoroughly
than the 1935 returns.
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in each economic income group, although not necessarily by
the same percentage. More important, group to group differences
are without any discernible pattern, even when differences in the
distribution of income in each group are taken into account.

H GEeocraPHIC DISTRIBUTION

Although the decrease in returns filed 1929-35 and the admin-
istrative change which required married couples to file separate
returns tend to make distributions by county difficult to inter-
pret, such evidence as we have on the distribution of consecutive
and nonconsecutive filers by county does not indicate any sys-
tematic bias in coverage. We have no data on the distribution of
consecutive filers by size of community or by geograAphic areas
other than county.

The 12 percent decrease was not distributed evenly over the
state. In one county returns filed declined 70 percent, while in
seven counties (including Milwaukee and accounting for 54
percent of the 1935 returns) more returns were filed in 1935
than in 1929. Making separate returns compulsory accounted
for an increase in the 1935 returns without a corresponding in-
crease in the number of family units represented. When ‘family
units’, i.e., the number of returns minus the number of separate
returns filed by married women, are compared, families filing
declined 16 percent; and the variation in the percentage de-
creases by county was slightly less. In four counties more families
filed returns in 1935 than in 1929; in Milwaukee county, approx-
imately the same number; and in 13 counties the number of
families filing decreased more than 40 percent from 1929 to 1935.
The largest percentage decreases tended to be in predominantly
agricultural counties, although several counties that contained
industrial cities also experienced large decreases. These changes
make comparisons of consecutive filers with all taxpayers for
1929 almost impossible to interpret.

The wide variations in the percentage of family units among
1935 taxpayers filing separate returns—from 4.05 in the Wausau
assessment district to 9.83 in the Madison assessment district—
make it especially desirable to eliminate the effects of the separate
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return rule by using family units rather than returns as a basis of
comparison. This decision, however, eliminates the possibility
of using the number of returns in the original 50 percent sample
of consecutive filers, since we do not have the number of separate
returns in this group. The sample of consecutive filers was se-
lected for each county independently since the returns for each
county are filed separately. Consequently, there was little chance
for other than proportionate representation of consecutive filers
within each county in the sample. The 5 percent sample selected
for final tabulation, however, represents 7.0-13.9 percent of the
50 percent sample, with the exception of two extreme counties,
which have 2.5 and 17.0 percent. The 5 percent sample was 9-11
percent of the 50 percent sample for 44 of the state’s 71 counties.
The counties outside these narrow limits tended to be counties
with fewer than 100 consecutive filers.

In the state 67 percent of all family units filing in 1935 had
filed consecutive returns since 1929; in 51 counties, 55-80 percent.
Counties with percentages outside these limits were in every
part of the state and did not seem to be associated with char-
acteristics for which we have data. The percentages for each of
the nine assessment districts range from 57 to 70, which does
not seem to be an intolerable dispersion, especially in view of
the crudeness of the measures.





