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SUMMARY

Federal excise taxes accounted for $36 billicn in 1985, or 5 percent of all
federal revenues. Concern about the rising deficit has prompted some to
consider increasing federal excise taxes. This analysis by the Congres-
sional Budget Office shows the distributicnal effects, among income
classes, of a simulated increase of $1 billion in gross excise tax revenues
from sepafate increas;s in the excise iax on seven commodities: beer, wine,
liquor, tobacco, gasoline, airfare, and teléphone service.

The distributional effects of the tax increase are measured relative
to family income and to total family expenditures. Because total expendi-
tures generally are thought to reflect long-term incomes, total expendi-
fures may be a bé:ter measure of a family's permanent economic situation

than income in a single year.

When messuring the distributional effects relative to total expendi-

tures, an increase in the airline ticket tax would be slightly progressive

across income classes; the average increese in taxes as -a percentage of -

total expenditures would be higher for families in higher income classes.
Increases in the tax on wine or, for all but the highest and lowest incoms
classes, the tax on gasoline would have the same effect on all £;c:me
classes when measured as a percent of total expenditures. Increases in all
other excise taxes would be at least marginally regressive: the averags
increase in taxes as a percentage of total expenditures would be less fao

families in higher income classes. An increase in the excise tax 2n

tobacco would be the most regressive of all the tax increases considered.
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