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I come to t h i s  s e s s i o n  with  a s t rong  b ias"  
IRS d a t a  can never  be made avai lg~l .e  too soon. 
Incomple te  and even i n a c c u r a t e  d a t a  can o f t e n  
prove b e t t e r  than no d a t a  at all. .  I make t h i s  
s t rong  a s t a t emen t  a f t e r  observ ing  tl~,e Congress 
of the  United S t a t e s  mak.e tax p o l i c y  over  the 
p a s t  e i g h t  y e a r s .  For seven y e a r s  on. the  J o i n t  
Committee on Taxa t ion ,  and r e c e n t l y  wi th  the  
Senate  Budget Committee, I have p repared  revemJe 
e s t i m a t e s  f o r  e v e r y t h i n g  from the  P, oth-Kemp r a t e  
cvt  to  farm v a l u a t i o n  under  the e s t a t e  t ax .  ! 
was o f t e n  put  in the p o s i t i o n  of making an 
a s s t ~ p t i o n  in ! i e u  of d a t a  to  complete  a rove.hue 
e s t i m a t e  because the  ~'rays and Hearts Committee _ t ,  . . 

was going to  act  with or  ,vi thou t  the 
i n f o r m a t i o n .  I t  i s  one th ing  to  te l l .  them t h a t  
a technical ,  change c o s t s  ! e s s  than f i v e  mill_ion 
d o l l a r s  based ~pon. anecdo ta l  i n f o r m a t i o n ,  but i t  
i s  ~_~ite ano ther  to  t e l l .  them t h a t  the J976 tax 
i n c r e a s e  on. Americans l i v i n g  abroad would r a i s e  
only $40 r a i l ! Jan  only  to  f ind  out  a y e a r  l a t e r  
t h a t  the  e s t i m a t e  was u n d e r s t a t e d  by a f a c t o r  of 
t en ,  f o r  lacl', of t ime ly  i n f o r m a t i o n  [1.]. I t  i s  
t M s  kind of e x p e r i e n c e  which prompts me to  ranl- 
time_l_iness of IRS d a t a  we l l  ahead of accuracy 
and coverage .  

,~'bst of the  revenue e s t i m a t e s  used in the 
f o r m u l a t i o n  of tax  p o l i c y  on Cap i to l  H i l l  are 
p repa red  by t en  economis ts  on the J o i n t  
Committee on Taxa t ion .  Half  of t h e i r  e s t i m a t e s  
are gene ra t ed  hy computer models which use 
S t a t i s t i c s  of Income d a t a  supp l i ed  by the IP, S 
ann.ually ov computer t ape .  Because the J o i n t  
Committee on Taxa t ion  r e c e i v e s  a t ape  copy of 
the SOI sample fi_l.e wel l  in advance of the 
p u b l i c a t i o n  of the  camp!ere r e p o r t  and becal~se 
i t s  computer models g e n e r a t e  many more 
t abul ati.ons than  are ever  p u b l i s h e d ,  the 
pl,b..lished d a t a  r e c e i v e  mt:cb l e s s  use than the 
computer sample f i J .e .  

A preJ Jminary IndivJ.duaJ. S t a t i s t i c s  of 
Income computer f i l e  wi th  d e t a i l  on i temized  
deduc t ions  i s  produced every  o t h e r  ) ,ear and 
t r a n s m i t t e d  to  the Treasury, Depar tmen t ' s  Of f i ce  
of Tax An.alysis To p r e p a r e  the  , reasJ . rv  
I n d i v i d u a !  Income Tax Hodel,  0TA draws t h e i r  own 
subsamp!e from the  f i l e ,  c o r r e c t s  e r r o r s ,  and 
e x t r a p o l a t e s  t h r e e  to  f i v e  y e a r s  i n t o  the  f u t u r e  
to  a r r i v e  at  a c u r r e n t  yea r  d a t a  f i l e .  , ~ i s  i s  
a ve ry  d i f f i c u l t  t a s k  and r e q u i r e s  up to s i x  
months o f  e f f o r t  by s e v e r a l  a n a l y s t s .  Once t h i s  
e f f o r t  i s  comple te ,  a copy i s  d e l i v e r e d  to the  
Joint Committee on Taxation. 

At this point, t5e estimated level of the 
Treasury model is locked in for the next year. 
I t  i s  always p o s s i b l e  to  s u b s t i t u t e  a ~a~d 
e s t i m a t e  f o r  the  computer e s t i m a t e  i f  l a t e r  d a t a  
i s  in sharp~ v a r i a n c e  to t h a t  of the  mode!, h~.,,,t, 
i n  p r a c t i c e ,  t h i s  i s  a r a r e  occu r r ence .  
Consequent ly ,  I would p l ace  a h igh  premit~n on 
t.he IRS comple t ing  i t s  p r e l i m i n a r y  S0I t apes  by 
the  end of c a l e n d a r  y e a r s  in which, i temized 
deduc t i on  d e t a i l  i s  p rov ided ,  so t h a t  the  
Treasu.ry can begin, i t s  work. On several .  
occas ions  in the  p a s t ,  the  J o i n t  Committe has 
expe r i enced  s e r i o u s  de l ays  in r e c e i v i n g  c u r r e n t  
model f i l e s ,  thus !.eaving them dependent  on 
models which were , p a i n f u l l y  out of da t e .  

For the above r e a s o n s ,  I h e a r t i l y  endorse  
the  changes which have been mentioned by the  
p r ev ious  speake r s .  Inc reased  ~!aster  F i l e  usage 
and advancing the c l o s e o u t  da te  w i ] l  aid 
t i m e l i n e s s .  Nor w i l l  I miss p r i o r - y e a r  
r e t u r n s .  Th, e SOI B u l l e t i n  i s  a f i n e  idea ,  i f  i t  
r e p r e s e n t s  l e s s  o v e r a l l  e f f o r t  devoted to  the 
t ime consuming t a s k  of p r e p a r i n g  p u b l i c a t i o n s .  

The changes d isc l l ssed  he re  today are 
c e r t a i n l y  worth pu r su ing .  The SOI "p roduc t"  
w i l l  focus  more on the  needs of pr imary  u s e r s .  
Huch of the SOI processing will be standardized 
(and, in some instances, simplified), which will. 
r e s l ! l t  in budget sav ings  and a c c e l e r a t e d  
p r o c e s s i n g  schedu le s .  Large e l a b o r a t e  
Dubl . iea t ions  w i l l  become s m a l l e r  b a s i c  
p u b l i c a t i o n s ,  and s p e c i a l  s t u d i e s  w i l l  
c o n c e n t r a t e  on the needs of u s e r s  and on methods 
f o r  improving the  q u a l i t y  of the  d a t a .  I'~fhile I 
encourage t h e s e  e f f o r t s ,  I would hope t h a t  
c a r e f u l  a t t e n t i o n  would be paid  to  managing 
these  changes ,  so t h a t  they  do not  prodt,ce 
de l ays  in  the r e p o r t i n g  of IRS s t a t i s t i c s .  

I must admit ,  however, t h a t  I am. s u s p i c i o u s  
of the  i m p l i c a t i o n  by s e v e r a l  speaker s  t h a t  we 
can s t r e a m l i n e  the IPS d a t a  p rocedu re s  to  
achieve bt~dgetary sav ings  and, at the  same time 
improve the q u a l i t y  of the  d a ta .  There must he 
some p r i c e  to  pay f o r  th.ose budget  c u t s  and f o r  
c]~.anfi ing the d a t a  p r o c e d u r e s .  I am. very 
concerned t h a t  t h a t  p r i c e  not  be de l ay  in the 
t r a n s m i s s i o n  of da t a  to  Treasu ry  or  the  J o i n t  
Committee. 

O~e addition_a1 o b s e r v a t i o n  must be 
s t r e s s e d - - t h e  Economic Pecovery Tax Act of 198J 
makes :far r each ing  changes in  the  tax Jaw. 
"Shor t - fo rm"  t a x p a y e r s  can now cla im c h a r i t a b l e  
d e d u c t i o n s ;  a mar r i age  p e n a l t y  deduc t ion  has 
been added f o r  two e a r n e r  cmlp le s ;  anyone can 
s e t  up an I n d i v i d u a !  P, e t i r e m e n t  Account;  and 
many more changes ,  too numerous to  l i s t ,  have 
been. implemented.  I a s sure  yo~ t h a t  t h e r e  w i l l  
be f u t u r e  ef .~orts  to  modify t he se  p r o v i s i o n s ,  
w.I!icb vJ.J.J, depend upon the  SO! program f o r  
i n f o r m a t i o n .  I t  h.as been sa id  t h a t  the  1981 Act 
i s  the  ] .argest  tax cut  in. h i s t o r y ,  and t h e r e  
w i l l  be no more tax c u t s .  Don' t  b e l i e v e  i t :  
~ e r e  w i l l  be o t h e r  tax ..~J.J.J.s sooner  than  most 
people  t h i n k .  

The cl~rrent IP,.S S t a t i s t i c s  of Income 
program i s  a good one. Tb.e proposed changes are 
reasona~J_e and desirabJ.e, under  t~eh regime of 
reduced budge t s ,  l".,~atever happens wi th  t h i s  
program, l e t  us i n su re  t!~_at the d a t a  i s  r e l e a s e d  
in as t i m e l y  a f a s h i o n  as p o s s i b ! e .  Thank you. 

FOO~qOTE 

[!] Studies in the area of United States 
citizens living abroad are conducted by IRS 
every four years. For the 1975 study, returns 
were being f i l e d  at the  t ime the 197,6 
l e g i s l a t i o n  was being considered; t hus ,  c u r r e n t  
IRS d a t a  was not  a v a i l a b l e  f o r  use .  ~o.e 
schedule  f o r  tim 1979 s tudy  was a c c e l e r a t e d  to  
p rov ide  i n f o r m a t i o n  f o r  c o n g r e s s i o n a l  a c t i on  
t b i s  p a s t  s p r i n g .  
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