
of unemployment, the equivalent of going from New
Year’s Day through August 23 without a paycheck.

The number of taxpayers with incomes below
$100,000 with any wage income fell in 2008 by 1.8 million.
Because married couples file many tax returns, this
means more than 2 million people who worked in 2007
earned no wages in 2008.

Total wages in 2008 fell by nearly 4 percent, compared
with a year earlier, for the 87 percent of Americans whose
total income was less than $100,000. Since 2000, popula-
tion grew more than wages.

Those reporting negative incomes quadrupled from
less than 600,000 in 2000 to nearly 2.5 million in 2008.
Their losses worsened slightly from -$64,000 on average
to -$66,000.

The number of workers earning $500,000 or more in
total income also fell, by just under 100,000 (or nearly 12
percent), but their average wage of $718,000 is still more
than the average American earns in a decade at 2008
levels.

The number of people reporting incomes of $200,000
or more but legally paying no federal income taxes
skyrocketed in the second Bush term. A decade ago it was
fewer than 1,500 taxpayers; in 2000 it was about 2,300.
This high-income, tax-free group jumped to more than
11,000 in 2007 and then doubled in 2008 to more than
22,000.

In 2008 nearly 1 in every 200 high-income taxpayers
paid no federal income tax, up from about 1 in 1,500 in
1998.

The share of high incomes that were untaxed in-
creased more than sevenfold to one dollar of every $166.

The Statistics of Income data on tax-free, high incomes
severely understate economic reality because they ex-
clude deferral accounts, including those of hedge fund
managers with billion-dollar incomes who can legally
report no current income and borrow against their un-
taxed gains to live tax free.

The one bright spot in the SOI data at Table 1.4 was
that the number of people making $100,000 to $200,000
grew significantly between 2007 and 2008. Their ranks
increased by 393,465, or 3 percent, to more than 13.8
million taxpayers.

This truly is good news, because most of the increase
had to be people who worked their way up into six-
figure incomes from 2007 to 2008.

We know this because fewer than 160,000 taxpayers
fell out of the $200,000-and-up income groups. Even if we
assume that every one of them fell into the $100,000-
$200,000 class, that still leaves 233,000 taxpayers who
joined this income group. These 233,000 taxpayers must
be people who increased their incomes enough to get
them above the $100,000 line. And we know that they did
it mostly through becoming more valuable workers,
because this group relies on paychecks for more than 77
percent of its income.

But despite that one sliver of good news about low
six-figure incomes, the data show overwhelmingly that
the Republican-sponsored tax cuts damaged our nation.

Examining performance against the promises, what do
we find? Overwhelming evidence that the tax cuts of
2001 and 2003 made us much worse off.

Ignore the cynics who say the Republican leaders on
Capitol Hill, in Wasilla, and on the airwaves care only
about the rich. I don’t believe that. I think they are
captive to economic theories few of them understand and
that are simplistic in the extreme. I take them at their
word, that they truly believe their policies will produce
broad benefits for all, but accepting that does not dimin-
ish the fact that the policies these Republicans promote
also produce massive tax savings for the superrich who
finance their campaigns.

The question to ask is whether their policies worked as
promised. Have they even come close? Where is the
prosperity — and where was it in the Bush years, when
massive increases in both military and discretionary
spending provided a chronic stimulus to the economy?

Table 1. 2008 Average Incomes Fell Well Below 2000 Level
New IRS data show that average incomes were smaller in 2008 than in 2000. The figures for all taxpayers are the product of
the number of returns filed each year multiplied by the increase (decrease) in average income. The total line shows the differ-
ence between actual results and what would have happened had 2000 average incomes continued for eight more years.

Year Average AGI (2008 $)
Change in $ Per Taxpayer

From 2000
Change in $ for
All Taxpayers

2000 $61,517
2001 $57,592 ($3,925) ($511,251,805,225)
2002 $55,513 ($6,004) ($780,978,963,772)
2003 $55,688 ($5,829) ($760,239,315,954)
2004 $58,519 ($2,998) ($396,413,673,916)
2005 $60,896 ($621) ($83,445,433,038)
2006 $61,973 $456 $63,108,007,824
2007 $63,096 $1,579 $225,763,534,674
2008 $58,005 ($3,512) ($500,286,398,328)
Total ($20,854) ($2,743,744,047,735)

2000 to 2008
$ change ($3,512)
% change -5.7%

Source: IRS Statistics of Income Table 1.4, inflation adjustments by author.
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