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Subject: Income tax -- United States -- Psychological aspects. Excerpt: . . . Trends in High Incomes and
Behavioral Responses to Taxation measure includes income earned outside the firm as well as spousal income,
and so may be inherently more stable. 3. Tax Changes and Estimation Strategy 3. 1 Federal Income Tax
Changes, 1992 to 2004 To identify the impact of tax rate changes on the level and composition of high income
taxpayers compensation, this paper uses the variation in both federal and state income tax rates from 1992 to
2004. During that period, a series of federal tax acts OBRA 93, the Taxpayer Relief Act of 1997 ( TRA 97 ),
EGTRRA, and the 2003 Jobs and Growth Tax Relief Reconciliation Act ( JGTRRA ) first raised and then lowered
the marginal tax rate at the top of the income distribution, see Table 3. 1 and Figure 3. 1. OBRA 93 raised the
marginal income tax rate for married ( joint ) tax filers in the top bracket ( with taxable income of more than
250, 000 ) from 31 percent to 39. 6 percent, and in the next bracket ( with incomes between 140, 000 and 250, 000
) from 31 percent to 36 percent. OBRA 93 also eliminated the cap on income that is subject to the Medicare
component of the payroll tax ( 135, 000 in 1993 ), effectively raising the marginal tax rate on those taxpayers by
an additional 2. 9 20 percentage points starting in 1994. Finally, included in OBRA 93 was Section 162 ( m ) of the
Internal Revenue Code ( million dollar rule),...
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