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At the Very Top, a Surge in Income in 03

LR.S. Data Show Thin Slice of Richest 1% Got Oﬁtsize Gains

By DAVID CAY JOHNSTON

After falling for. two years, the
share of income going to the richest
slice of Americans — the top tenth'of
1 percent — grew significantly ia
2003 while the share going to 99 pef-
cent of Americans fell, tax data re-
leased yesterday showed.

At the same time, the effective in=
come tax rates paid by the top tenth
of 1 percent fell sharply, declining’at
more than 10 times the rate reduc-
tion for middle-class taxpayets, the
new report, by the Internal Revenue
Service, showed.

Overall incomes rose by 2.7 per-
cent in 2003, compared with the pre-
vious year, the LR.S. said. A quarter
of this increase went to the top teiith

of 1 percent, the 129,000 taxpayers.
with reported incomes of $1.3 million~
or ‘more,-an analysis of the data °

showed,

Prof. Edward N. Wolff, a New
York University economist who stud-
ies wealth, contended that the data

could be tied to stock market gains in
2003 and a sharp rise in the pay of
chief executives while most workers’
pay was barely keeping up with infla-
tion.

The top 10th of 1 percent paid al-

most 23,6 percent of their reported

The share of income
going to 99 percent of
Americans dropped.

income in income taxes in 2003, down
from just under 27 percent in 2002.
That is a decline of 3.4 percentage

points. For taxpayers in the bottom-

80 percent, the effective tax rates fall
by three-tenths of a percentage point
orless.

Only for those Americans in the
top 1 percent, the nearly 1.3 million

taxpayers who made at least
$327,000, did incomes increase signif-
icantly more in 2003 than the rate of
inflation. And this increase was con-

centrated within the top tenth of I.
percent. The income of that group:

grew by 9.5 percent in 2003 over the

previous year while the rest of thé”
top 1 percent had a gain of 3.7 per~

cent,
For the bottom 99 percent of tax:

payers, income rose by slightly less:

than 2 percent, which was below the
inflation rate of 2.3 percerit.

The top 1 percent of taxpayers re-
ceived almost 17.5 percent of all in-
come and paid a third of all incomie
taxes in 2003,“the LR.S, found. The

top tenth of 1 percent received 7.57-
percent of reported income and paid
more than 15.3 percent of all income -

taxes. -

The share of all reported income
reported by the top 1 percent of tax-
payers increased by 0.57 percentage
point, compared with 2002. Nearly att
of this increase — 0.47 percentage
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wore than a quarter of all the increases in income from 2002 o 2003 went o the
top tenth of 1 percent. That is also the only group to show increases that were

significantly mare than the inflation rate of 2.3 percent, new data show.
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polnt — went to the top tenth of 1 per-
cent.

The top tenth of ! percent had
more income in 2003 than the poorest
third of taxpayers, a group with 330
times the number of people, analysis
of the data showed. This is a sharp
change from 19879, the earliest year
in the LR.S. report, when the total in-
come of the poorest third of Ameri-
cans exceeded that garnered by the
top tenth of 1 percentby 2510 1.

The LR.S. data tend fo understate

incomes for those at the very top be-
cause of different rules for reporting
wages and capital gains, meaning
the actual disparity was larger than
the official data show.

Other data show that among ma-
jor world -economies, the United
States in recent years has had the
third-greatest disparity in incomes
between the very top and everyone
else. Only Mexico and Russia, among
major econonties, have greater dis-
parity.
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Bruce Bartlett, a fiscally con-
servative Republican tax expert who
is writing a book on the tax system,
said that he found it remarkable that
“Just 129,000 tax filers pay more than
15 percent of all federal income tax-
ES.”

“Despite all the tax cuts” and flat-
ter tax rates, “it’s important to note
that the tax code remains effectively
progressive,” he argued, meaning
people with higher incomes pay high-
er tax rates.




