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Executive Summary 

Purpose Before the Tax Reform Act of 1986 (TRA 86), some of the nation’s largest 
companies paid taxes at effective rates that were far less than the 
statutory rate. TRA 86 was expected to eliminate or reduce the impact of 
many of the tax laws that had allowed companies to lower their current 
tax expense, and therefore their effective tax rate, by deferring some of 
their tax expense to the future. 

At3 part of their ongoing efforts to assess the impact of TRA 96, 
Congressmen Don J. Pease and Byron L. Dorgan requested that GAO review 
the 1988 and 1989 U.S. and worldwide effective tax rates of large U.S. 
companies. In response, GAO (1) computed effective tax rates for 220 large 
companies in 29 industry groups for each year and (2) attempted to 
identify the reasons for low or high effectjve tax rates for the industry 
groups- 

Background Companies’ effective tax rates may differ from the statutory rate because 
their taxable income differs from their financial statement, or accounting, 
income. Taxable and accounting income are sometimes different because 
tax laws may allow deferral or acceleration of income for tax purposes. 

Some companies lowered their U.S. effective tax rates by deferring income 
and therefore taxes to the future. Even though the deferrals reverse at 
some future time, companies kept their effective tax rates low by deferring 
each year more income than they reversed. By reducing the amount of 
income companies could defer each year, TRA 86 was expected to increase 
company U.S. effective tax rates. 

The Joint Committee on Taxation, in studies requested by Congressmen 
Pease and Dorgan, compared the tax burden of selected industry groups 
by calculating the effective tax rates of large U.S. companies for 1980 
through 1988. Average U.S. effective tax rates ranged from 16.6 to 21.8 
percent for the companies reviewed. In May 1990, GAO, at the request of 
the Congressmen, reported average 1986 and 1987 US. effective tax rates 
of 18.6 and 27.8 percent for the companies reviewed. 

To be consistent with the prior studies, GAO adopted the Joint Committee 
on Taxation’s methodology for computing effective tax rates. Effective tax 
rates are calculated by dividing current income tax expense by pretax 
accounting income, as reported in company financial statements. U.S. 
effective tax rates below 10 percent are considered to be low; rates 
exceeding the statutory rate are considered to be high. 
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Exeelltive SulNIury 

GAO included as many of the same companies from its 1990 report as 
possible. However, substitutions were necessary because some companies 
included in the 1990 report no longer met GAO'S criteria, which required 
that the companies be on the Fortune Industry 600 or Service 600 Ii& in 
the same industry group and had reported the detailed information needed 
to compute effective tax rates. GAO computed 1988 and 1989 U.S. and 
worldwide effective tax rates for 220 companies and 29 industry groups. 

The effective tax rates calculated in GAO'S report cannot be projected to a 
larger number of companies or to entire industries because the companies 
GAO reviewed were not randomly selected. However, these companies 
represented a substantiaI portion of corporate America. For 1988 and 
1989, the pretax income of the companies GAO reviewed was 66 percent 
and 63 percent of corporate pretax income reported in the national income 
and product accounts. 

Results in Brief The average U.S. effective tax rate for the companies GAO reviewed 
increased from 18.6 percent in 1986 to 32.9 percent in 1989. During the 
same period, the average worldwide effective tax rate for these companies 
increased from 28.1 percent to 37.1 percent. In addition, the dispersion of 
company and industry U.S. effective tax rates around the average had 
narrowed considerably by 1989. 

Between 1986 and 1989, there was a shift from more companies and 
industry groups with low rates than high rates, to fewer with low rates 
than high rates. Six of the 29 industry groups (21 percent) and 63 of the 
220 companies (29 percent) had US. effective tax rates below 10 percent 
in 1986. By 1989,O of the 29 industry groups and 18 of the 220 companies 
(8 percent) had US. effective tax rates below 10 percent. 

In contrast, 0 of the 29 industry groups and 17 of the 220 companies (8 
percent) had U.S. effective tax rates above the statutory rate in 1986. By 
1989,8 of the 29 industry groups (28 percent) and 64 of the 220 companies 
(29 percent) had U.S. effective tax rates above the statutory rate. The high 
effective tax rates for the eight industry groups in 1989 were associated 
with reversals of previously deferred taxes on installment sales, long-term 
contracts, and investment tax credits. 

These results are consistent with changes introduced by TRA 86. However, 
because of data limitations, GAO cannot conclude that TRA 86 directly 
caused these changes. In GAO'S opinion, a portion of any increase in the 
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Executive Summary 

average U.S. effective tax rate from 1986 to 1989 that is due to TRA M may 
only exist temporarily as the companies go through a transition period. 

GAO’s Analysis 

1988 and 1989 Average 
Effective Tax Rates 

A statisticaI distribution is summarized by its average and standard 
deviation. The average U.S. effective tax rates for the companies and 
industry groups GAO reviewed were 31.3 percent in 1988 and 32.9 percent 
in 1989. These companies and industry groups had average worldwide 
effective tax rates of 34.8 percent in 1988 and 37.1 percent in 1989. The 
companies and industry groups had higher U.S. and worldwide effective 
tax rates in 1989 than in any of the earlier years for which GAO or the Joint 
Committee on Taxation did effective tax rate studies. (See pp. 17-18 and 
apps. III and IV.) 

While the average U.S. effective tax rate increased for the companies and 
industry groups GAO reviewed, the difference between that rate and the 
statutory rate fell considerably, from 27.4 percentage points in 1986 to 1.1 
percentage points in 1989. The difference between the average U.S. 
effective tax rate and the statutory rate decreased because the companies’ 
deferred tax expense declined signifkantIy over the period and turned 
negative in 1988 and 1989. The smaller the amount of deferred taxes 
companies have, the closer their average U.S. effective tax rate wilI be to 
the statutory rate. The ratio of the companies’ deferred tax expense to 
total tax expense (current plus deferred) was 0.48 in 1986 and -0.06 in 
1989. (See pp. 18-19.) 

While the average U.S. effective tax rate increased, the dispersion of 1, 
company and industry group U.S. effective tax rates around the average 
narrowed between 1986 and 1989. Based on the standard deviations, the 
range around the average that included 96 percent of the effective tax 
rates decreased by 26.6 percentage points for the companies and 40 
percentage points for the industry groups GAO reviewed. The standard 
deviation of company U.S. effective tax rates feli from 20.8 percent in 1986 
to 14.3 percent in 1989; the standard deviation of industry group U.S. 
effective tax rates fell from 20.1 percent to 9.9 percent. (See pp. 20-21.) 

Because of the rising average U.S. effective tax rates and smaher standard 
deviations, the number of companies GAO reviewed with low tax rates 
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decreased from 63 in 1986 to 18 in 1989 while the number of companies 
with high taz rates increased from 17 to 64. Similarly, the number of 
industry groups GAO reviewed with low tax rates decreased from six in 
1986 to zero in 1989 while the number with high tax rates rose from zero to 
eight. During the period, the number of companies and industry groups 
with US. effective tax rates between 10 percent and the statutory rate 
remained stable. (See pp. 22-23.) 

Reasons for the Shift to 
High Rates 

GAO could not identify all the reasons for the shift to high industry group 
U.S. effective tax rates because of limited data in company financial 
statements. However, GAO identified some predominant reasons for the 
high industry group rates. GAO'S analysis indicated that the high rates 
resulted in large part from reversals of previously deferred taxes 
attributable to installment sales, long-term contracts, and investment tax 
credits. (See pp. 26-30.) 

The increase in the average U.S. effective tax rate was consistent with 
expectations of how TRA 86 would affect corporate taxation. TFU 86 was 
expected to increase taxable income relative to pretax accounting income 
and thereby increase U.S. effective tax rates. However, because of limited 
data, GAO could not conclude that TRA 86 directly caused this result. (See 
pp. 2324 and 26.) 

Some portion of the 14.3 percentage point increase in the average U.S. 
effective tax rate from 1986 to 1989 for the companies and industry groups 
GAO reviewed may be temporary. This is because the years immediately 
following TRA 86 are a transition period that could last for several years. 
The length of the transition period for each company depends on the types 
and amounts of deferred taxes it incurred before TRA 86. For many 
companies, deferred tax expense based on the old tax laws will continue 
reversing as it would have done in the absence of TRA 86 while new, but 
smaller, amounts of deferred tax expense may originate based on TRA 86. 
Thus, deferred tax expense may decline considerably, thereby increasing 
current tax expense and effective tax rates. Once the transition period is 
over, the origination and reversal of deferred taxes may become more 
balanced, and U.S. effective tax rates for the companies GAO reviewed, 
while higher than in the past, may be lower than they were in 1989. (See p. 
24.) 

Recommendations GAO is making no recommendations in this report. 
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Company Comments tax directors of the companies included in the study. When the companies 
provided additional information that had a material effect on the rates GAO 
computed, GAO recomputed the rates. (See p. 14 and app. II.) 
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Chapter 1 

Introduction 

Before 1954, taxable income reported in company tax returns and pretax 
accounting income reported in company financial statements were 
practically the same. Company effective tax rates were therefore basically 
the same as the statutory tax rate. A company’s effective tax rate, as 
calculated in this report, is its current tax expense divided by the pretax 
income reported in its financial statements. 

In 1964, the Internal Revenue Code was amended to allow the use of more 
generous accelerated depreciation methods for tax purposes, thereby 
allowing a greater share of the total depreciation to be taken in the early 
years of an asset’s useful life. This and subsequent amendments resulted in 
companies reporting different amounts of pretax income for tax purposes 
than for financial statement purposes. For example, as an incentive to 
increase investment in property, plant, and equipment, the Economic 
Recovery Tax Act of 1981 allowed companies to use an accelerated cost 
recovery system to depreciate assets for tax purposes over periods as 
short as 3 years. Accounting principles required these assets to be 
depreciated over longer periods of time. Thus, with depreciation expenses 
for tax purposes greater than depreciation expenses for accounting 
purposes, taxable income was less than pretax accounting income, and the 
effective tax rate was lower than the statutory rate. 

By using such tax incentives to defer the recognition of income, some of 
the nation’s largest companies did not have to pay taxes for years in which 
they earned profits, and others paid taxes at effective rates far less than 
the statutory rate. The Joint Committee on Taxation (JCT) reported average 
U.S. effective tax rates of 16.5 percent in 1982 and 16.8 percent in 1983 for 
more than 200 of the country’s largest companies, when the statutory tax 
rate was 46 percent.’ 

The Tax Reform Act of 1986 (TRA 86) amended the Internal Revenue Code 
to eliminate or reduce the impact of many tax laws that deferred income 
recognition for tax purposes. By increasing the base of taxable income, 
effective tax rates were expected to increase even though TRA 86 reduced 
the maximum statutory corporate tax rate to 34 percent. Our 1990 report 
on 1986 and 1987 effective tax rates for large U.S. companies showed that 

l 

‘Study of 1982 Effective Tax Ratea of Selected Large U.S. Corporations (JCS-67-B), Joint Committee 
on Taxation, November 14,19&B, and Study of 1983, Effe&ve Tax Rates of Selected Wge U.S. 
Co orations (JCS-4O-S4), Joint Committee on Taxation, November 28,19S4. We recalculated k’l”s 
T@!ikmm average effective tax rates to exclude the insurance industry, which was not included in 
our subsequent studies of effective tax rates. 
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this expectation was realized.2 We concluded that the 1987 increase in the 
U.S. average effective tax rate to 27.8 percent was consistent with the 
changes introduced by TRA IX. This report shows that average U.S. effective 
tax rates continued to increase in 1988 and 1989. 

Timing and Timing differences originate when financial transactions are .recognized 

Permanent for tax and accounting purposes in different periods. The effects of timing 
differences always reverse in one or more future periods. Originating 

Differences in Income timing differences result in either a deferred tax expense or a deferred tax 

Recognition benefit. A deferred tax expense is a tax liability incurred in the current 
period for accounting purposes but payable in one or more future periods 
under the Internal Revenue Code. A deferred tax benefit, on the other 
hand, is a tax payable under the Code in the current period, but for 
accounting purposes it is an asset representing the prepayment of taxes on 
future accounting income. 

Tax incentives to encourage certain behavior generally lower taxable 
income relative to pretax accounting income; this lower taxable income 
reduces the current tax expense and creates a deferred tax expense. 
Deferred tax expenses occur when revenues are included in taxable 
income later than in pretax accounting income, or expenses are deducted 
from taxable income earlier than from pretax accounting income. For 
example, before TRA 86, the income from installment sales was generally 
recognized for accounting purposes in the period the sale was made, but 
for tax purposes in the periods the revenue was collected. In other words, 
the income was recognized on an accrual basis for accounting purposes 
and on a cash basis for tax purposes. Thus, the income from an installment 
sale was recognized for tax purposes over 2 or more years while it was 
recognized for accounting purposes in the year of the sale. This deferral of 4 
income for tax purposes decreased current tax expense, increased 
deferred tax expense, and decreased the effective tax rate. When the 
revenue was collected in future years, the timing difference or deferral of 
income reversed, resulting for each of those future years in an increased 
current tax expense, decreased deferred tax expense, and increased 
effective tax rate. 

Deferred tax benefits, on the other hand, increase current tax expense. 
Deferred tax benefits occur when taxable income is greater than pretax 
accounting income. This happens when revenues are included earlier in 

%x Policy: 1987 Company Effective Tax Rates Higher Than in Prior Years (GAO/GGDW-tW, May 10, 
1990). 
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Chapter 1 
Introduction 

taxable income than in pretax accounting income or expenses are 
deducted from taxable income later than from pretax accounting income. 
Rental revenue collected in advance, for example, is recognized for tax 
purposes in the period it is collected, but recognized for accounting 
purposes in the period it is earned. Again, for accounting purposes the 
revenue is recognized on an accrual basis and for tax purposes on a cash 
basis. This acceleration of revenue recognition for tax purposes increases 
current tax expense, creates a deferred tax benefit, and increases the 
effective tax rate. When the acceleration of income reverses in future 
years, current tax expense decreases for each of those future years, 
thereby decreasing the effective tax rate. 

Permanent differences between pretax accounting and taxable income 
result when financial transactions are recognized for accounting purposes 
but not for tax purposes, or vice versa. For example, the interest earned 
on investments in state and municipal bonds is excluded from federal 
taxable income. Such interest revenue increases pretax accounting income 
but not taxable income and therefore results in effective tax rates that are 
lower than the statutory rate. Similarly, fines and expenses resulting from 
a violation of law, while deductible expenses for accounting purposes, are 
not deductible for tax purposes. They therefore decrease a company’s 
pretax accounting income, but not its taxable income, and result in 
effective tax rates that are greater than the statutory rate. 

Possible Reasons for An industry group may have a low U.S. effective tax rate because of the 

Low or High Industry origination of deferred tax expenses, reversals of previously deferred tax 
benefits, or tax refunds. Each of these reasons results in less current tax 

Group U.S. Effective expense for the industry than would have existed in their absence. 

Tax Rates Because they do not affect pretax accounting income, their presence 
lowers the effective tax rate. 4 

On the other hand, an industry group may have a high effective tax rate 
because of the origination of deferred tax benefits, reversals of previously 
deferred tax expenses, or pretax accounting losses incurred by some 
companies. As explained earlier, both deferred tax benefit originations and 
deferred tax expense reversals increase current tax expense without 
affecting pretax accounting income. They therefore increase the effective 
tax rate. 

A single company’s pretax accounting loss can result in a high industry 
group effective tax rate when the company’s accounting loss is not 
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accompanied by a sufficient tax refund.3 When this happens, the industry 
group’s pretax accounting income declines proportionately more than its 
current tax expense, thereby increasing the effective tax rate. 

Permanent differences between pretax accounting and taxable income 
may also cause low or high effective tsx rates. These differences can lower 
or raise the current tax expense without affecting the pretax accounting 
income and thereby lower or raise the effective tax rate. 

Objectives, Scope, 
and Methodology 

In August 1990, Congressmen Don J. Pease and Byron L. Dorgan requested 
that we review the overall U.S. and worldwide tax burdens of large U.S. 
companies for 1988 and 1989. In response to this request, we computed, 
for each year, U.S., foreign, and worldwide effective income tax rates for 
220 large U.S. companies grouped into 29 industry classifications. We also 
attempted to identify reasons for low or high industry group US. effective 
tax rates. Subsequently, Congressman Pease requested that we include an 
appendix in the report showing the percentage distribution of federal 
government receipts by major category (see app. IX). 

We did our work between November 1990 and May 1992 in accordance 
with generally accepted government auditing standards. 

Calculation of Effective 
Tax Rates 

Effective tax rates can be calculated in various ways using companies’ 
financial statements4 One method uses only current tax expense in 
computing rates. A second method uses the total tax expense, both 
current and deferred, in computing rates. A third method uses current tax 
expense and only those deferred tax expenses or benefits expected to 
result in actual tax payments or refunds in the near future. Each method 
yields a different effective tax rate. 

In computing 1988 and 1989 company effective tax rates, we used only 
current tax expense and excluded all deferred tax expenses and benefits. 
This methodology, which was used by JCT in its 1982 and 1988 studies and 
by us in computing 1986 and 1987 effective tax rates, allows us to compare 
tax rates over time. 

9A company can deduct a tax loss from the taxable income of up to 3 preceding yeara a@ receive a 
refund of taxes paid in those years. However, a company can do this only to the extent that the 
deduction in any year does not reduce the taxable income of that year to leas than zero. 

Vhe effective tax rates calculated in this report atx average, not marginal, effective tax rates. The 
average effecthe tax rate is a better measure of the tax burden on a company’s past performance. In 
contrast, the marginal effective tax is a better measure of the tax burden on new investment. 
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We computed effective tax rates by dividing the current tax expense by 
pretax income as reported in the companies’ financial statements. 
Adjustments consistent with J&S methodology were made to the reported 
amounts. For example, we a&u&d pretax accounting income to exclude 
the current portion of state and local income tax expense. We also 
ad).rsted current tax expense to exclude the tax effect of the use of net 
operating loss carryforwards and to include the investment tax credit. 
Appendix I presents a more detailed discussion of the adjustments we 
made. 

We used companies’ allocations of their pretax income and current tax 
expense between U.S. and foreign operations in their financial statements 
to compute their U.S., foreign, and worldwide effective tax rates6 We 
computed U.S., foreign, and worldwide’average effective tax rates for each 
industry group by dividing aggregate industry group U.S., foreign, and 
worldwide current tax expense by aggregate industry group U.S., foreign, 
and worldwide pretax accounting income. Further, we computed 1988 and 
1989 average effective tax rates for the companies by dividing aggregate 
U.S., foreign, and worldwide current tax expense by aggregate US., 
foreign, and worldwide pretax accounting income. When the information 
we needed to compute rates was not available from the financial 
statements, we contacted company officials by telephone to obtain the 
information. 

The distribution of a population is described not only by its average, but 
also by its standard deviation, that is, the dispersion of its elements about 
the average. We therefore calculated the standard deviation of effective 
tax rates by company and industry group for the period 1986 to 1989. A 
low standard deviation means that company or industry group rates did 
not vary much from the average rate; a high standard deviation means that 
company or industry group rates varied widely from the average rate. 1, 

The effective tax rates calculated in this report cannot be projected to a 
larger group of companies or to entire industries because the companies 
we included were not randomly selected. However, these companies are a 
substantial part of corporate America. For 1933 and 1939, the pretax 
income of the companies we reviewed was 66 percent and 63 percent of 
corporate pretax income reported in the national income and product 
accounts. 

6For our lOQ0 study, pretax accounting income was derived by making numerous adjustments to 
after-tax accounting income. Because of much greater consistency in reported financial data, we were 
able to use the pretax accounting income reported In company financial statements for this study. 
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In this report, a positive tax rate indicates that a company paid taxes, and 
a negative tax rate indicates that a company received a tax refund. 
However, in some circumstances, the effective tax rate for a company or 
industry group may be distorted because the sign (positive or negative) of 
the rate misrepresents the underlying situation. For example, if a company 
reported a pretax accounting loss (negative income) and received a refund 
(negative taxes), the sign of its tax rate is positive, even though the 
company did not pay taxes. As another example, if a company reported a 
pretax accounting loss (negative income) and paid taxes (positive taxes), 
the sign of its tax rate is negative even though the company actually paid 
taxes. We note these as distorted rates when they occur. A distorted rate is 
also noted when a company paid taxes but reported no pretax accounting 
income. 

We contacted tax officials at all companies to request their comments on 
the rates we computed. When the companies provided information that 
had a material effect on the rates we computed, we recalculated our rates. 
Appendix II provides more information about the companies’ responses. 

Selection of Companies The companies included in this report are, to the extent possible, the same 
as those included in our 1990 report. Companies were included if they met 
all of the following criteria: 

l they were still listed in the Fortune 600 Industrial or Fortune 600 Service 
directories, 

l their industry classification in the Fortune directories was the same as the 
prior year, and 

l their financial statements contained the information needed to compute 
effective tax rates or such information could be obtained by telephone 
contact with company officials. 

l 

Because some of the companies in the 1990 report did not meet the 
criteria in 1933, we made 29 substitutions in 1988. Similarly, because some 
of the companies from 1988 did not meet the criteria in 1989, we made 11 
substitutions in 1989. We included 220 companies in each year, but 
because of substitutions, a total of 230 companies is included in this report 
for the Z-year period. 
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Identification of Reasons 
for Low or High Industry 
Group U.S. Effective Tax 
Rates 

To identify possible reasons for low or high industry group U.S. effective 
tax rates, we examined deferred tax expenses and benefits for companies 
in the low and high rate industry group. We also examined company 
financial statements to determine whether tax refunds or pretax 
accounting losses reported by one or more companies accounted for any 
of the difference between an industry group’s effective and statutory rates. 
We were unable to determine the effect of permanent differences on low 
and high industry group U.S. effective tax rates because the financial 
statements did not identify permanent differences resulting exclusively 
from U.S. operations. In addition, we were not able to determine whether 
reversals of previously deferred taxes were directly the result of TRA 86. We 
did not have the data to make such a determination. 

We used JCT'S criteria in classifying U.S. effective tax rates as low or high. 
A tax rate below 10 percent is classified as “low,” and a tax rate above the 
statutory rate is classified as “high.” The maximum statutory rate was 46 
percent in 1986,40 percent in 1987: and 34 percent in 1988 and 1989. 

‘The 1987 maximum statutory rate of 40 percent represents the average rate for companies with a 
December 31,1Q37, tax year end. The rate. changed from 46 percent to 34 percent on July 1,1987. 
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Comparison of Effective Tax Rates 

The average U.S. effective tax rate for the companies we reviewed 
increased in 1988 and 1989. The increase almost closed the gap between 
the statutory tax rate and the average U.S. effective tax rate that existed in 
the early 1980s. In addition, the dispersion of company and industry group 
U.S. effective tax rates around the average diminished considerably 
between 1986 and 1989. These results are consistent with changes 
introduced by TRA 86, which eliminated many tax benefits previously 
available to corporations, thereby increasing taxable income relative to 
pretax accounting income. In our opinion, however, a portion of any 
increase in the average U.S. effective tax rate that is due to TRA 86 may be 
only temporary and may diminish as the companies go through a transition 
period. 

1988 and 1989 Average The 1988 and 1989 average U.S. effective tax rates for the companies we 

Effective Tax Rates 
Were Higher Than 
Rates in Prior Years 

reviewed were higher than the rates in prior years. The average U.S. rate 
was 31.3 percent in 1988 and 32.9 percent in 1989, compared to rates 
ranging from 16.6 percent to 27.8 percent between 1980 and 1987. Between 
1986 and 1989, the average U.S. effective tax rate increased from 18.6 to 
32.9 percent, for a 72.6 percent increase over the period. 

The 1989 average worldwide effective tax rate was higher than the rates in 
prior years. The average worldwide rate was 37.1 percent in 1989 
compared to rates ranging from 29.6 percent to 36.4 percent between 1980 
and 1988. F’igure 2.1 shows the average U.S. and worldwide effective tax 
rates for 1980 through 1983 and 1986 through 1989. The JCT effective tax 
rate study for 1984 was not published. The study for 1986 was not done. 
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Figure 2.1: Average U.S. and 
Worldwldo Effective Tax Ratw for 
Companler We Revlowed 

40.0 Effoctlvo Tax Rat. (56) 
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1980 1981 1222 1983 1226 
1 1 
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Note 1: The average rates are not exactly comparable because of variations In the companies 
Included In each year’s calculations. It Is unlikely, however, that the variations result in any 
significant change in the average rates. 

Note 2: The Joint Committe on Taxation rates for 1980 and 1981 included only 18 and 17 industry 
groups; the JCT rates for 1982 and 1983 were restated to exclude the insurance industry group 
because It was not included in subsequent years. 

Sources: 1980-1983 average effective tax rates are from the Joint Committee on Taxation: 
1986-l 989 average effective tax rates are from GAO calculations. 

The average U.S. effective tax rate increased for the companies we 
reviewed, and the difference between that rate and the statutory tax rate 
decreased, going from 27.4 percentage points in 1986 to 1.1 percentage 
points in 1989. The effective and statutory rates moved closer together 
because the companies’ deferred tax expense decreased significantly over 
the period and turned negative in 1988 and 1989. 

The smaller the amount of deferred taxes companies have, the closer their 
average U.S. effective tax rate will be to the statutory rate. A measure of 
companies’ deferred tax expense is the ratio of deferred tax expense to 

Page 19 GAWGGD-92-111 Effective Tax Rates 



chapter 2 
Comparbon of Effective Tax Rater 

total tax expense (current plus deferred). Deferred U.S. tax expense as a 
ratio of total U.S. tax expense was 0.48 in 1986, when the effective tax rate 
was 18.6 percent and the statutory rate was 46 percent. By 1989, deferred 
tax expense as a ratio of total tax expense had fallen to -0.06, when the 
effective tax rate was 32.9 percent and the statutory rate was 34 percent. 
(See fig. 2.2.) This decrease is consistent with the purpose of TRA 88, which 
was to lessen the ability of companies to defer income recognition for tax 
purposes. 

Figure 2.2: Deferred U.S. lax Expenre 
as a Ratlo of Total U.S. Tax Expense 
for Companler We Revlewed 

1986 
Veer 

Note: The negative ratios in 1988 and 1989 represent net deferred tax benefits for the companies we 
reviewed. 6 

Source: GAO calculations. 

Dispersion of U.S. As the average U.S. effective tax rate increased, the dispersion of company 

Effective Tax Rates 
and industry group rates-that is, the difference between the rates and 
their average-narrowed. This is also consistent with expected results of 

Was Less in 1989 Than TRA 86. With fewer means of deferring income for tax purposes, more 

in Frior Years companies would be expected to have effective tax rates closer to the 
statutory rate. 

The dispersion of company U.S. effective tax rates was less in 1989 than in 
1986,1987, and 1988 (see fig. 2.3). As determined by the standard 
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deviation, in 1986 96 percent of the company rates fell in the range of -22.2 
to 69.4 percent, for a difference of 81.6 percentage points. In 1989,96 
percent of the company rates were between 4.9 and 60.9 percent, for a 
difference of 66 percentage points. The standard deviation of company 
U.S. effective tax rates fell from 20.8 percent in 1986 to 14.3 percent in 
1989. 

Flgure 2.3: Range of U.S. Effective Tax 
Rater for Companler We Rsvlewed 80.0 Porcont dfoctlvo tax rat0 
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Note: 95 percent of the company U.S. effective tax rates fall between the upper and lower limits of the 
ranges. 6 

Source: GAO calculations. 

The dispersion of industry group U.S. effective tax rates was less in 1988 
and 1989 than in 1986 and 1987. As figure 2.4 shows, in 1986 96 percent of 
the industry group rates fell in a range of -20.8 to 68 percent, for a 
difference of 78.8 percentage points. In 198Q,96 percent of the industry 
group rates were between 13.6 and 62.3 percent, for a difference of only 
38.8 percentage points. The standard deviation of industry group U.S. 
effective tax rates fell from 20.1 percent in 1986 to 9.9 percent in 1989. 
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Figure 2.4: Range of U.S. Effectlvr Tax 
Rate8 for lndurtry Group8 We 
Reviewed Percant effective tex mts 
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Note: 95 percent of the Industry groups effective tax rates fall between the upper and lower limit8 of 
the ranges. 

Source: GAO calculations. 

More U.S. Effective 
Ta$ Rates for 1988 

As table 2.1 shows, the number of companies with US. effective tax rates 
below 10 percent fell from 63 in 1986 to 18 in 1989, and the number of 
companies with U.S. effective tax rates above the statutory rate increased 

and 1989 Were Above from 17 in 1986 to 64 in 1989. The number of companies with effective tax 

the Statutory Rate rates in the “10 percent to statutory rate” range remained about the same 

Than for 1986 and 
over the 4-year period. 

1987 
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Table 2.1: Dlrtributlon of Company 
U.S. Effective lax Rates 

Tax rate 
Number of companies 

1986 1987 1988 1989 
Below 10 rmrcent 63 41 28 18 
10 percent to statutory rate 100 102 105 101 
Above statutory rate 17 44 56 64 
Distorted rate 40 33 29 37 
Total 220 220 220 220 

Table 2.2 shows that while the number of industry groups with U.S. 
effective tax rates between 10 percent and the statutory rate was fairly 
constant from 1986 to 1989, the number with rates below 10 percent fell 
from six in 1986 to zero in 1989. During the same period, the number of 
industry groups with U.S. effective tax rates above the statutory rate 
climbed from zero in 1986 to eight in 1989. Two of the low rate industry 
groups in 1986 (metal products and financial institutions) shifted up to the 
“10 percent to statutory rate” range in 1989, and three of the 1986 low rate 
industry groups (motor vehicles, petroleum, and airlines) shifted up to the 
high rate range. The sixth industry group with a low rate in 1986 
(computers and office equipment) had a distorted rate in 1989. 

Table 2.2: Dlrtrlbutlon of Industry 
Group U.S. Effective Tax Rater Number of Industry groups 

Tax rate 1986 1987 1988 1989 
Below 10 percent 6 2 1 0 
10 percent to statutory rate 20 21 17 19 
Above statutory rate 0 5 10 8 
Distorted rate 3 1 1 2 
Total 29 29 29 29 

Increased 1988 and 
1989 Effective U.S. 
Tax Rates Are 
Consistent With 

The changes shown in figures 2.1 to 2.4 and tables 2.1 and 2.2 are 
consistent with expectations of how TFU 86 would affect corporate 
taxation. TRA 86 tax law changes that increased taxable income relative to 
pretax accounting income, &d thereby increased effective tax rates, 
included’ 

Changes Introduced l elimination of the lower rate on long-term capital gains; 

by TRA 86 l elimination of the investment tax credit and reduction of the investment 
Y tax credit carryforward; 

‘Tax legislation enacted stir TRA 86 altered some of these provisions and created or changed other 
provisions that affect taxable income. 
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adoption of longer depreciation periods for personal and real property; 
adoption of a new corporate alternative minimum tax system; 
allocation of a portion of indirect costs to an inventory or capital account 
rather than an expense account in the year incurred; 
repeal of the reserve method of computing the deduction for bad debts; 
replacement of the completed-contract method of accounting for 
long-term contracts with a method that requires a portion of contract 
income and cost to be reported using the percentage-of-completion 
method; 
accelerated recognition of installment gain for sales of inventory and 
business and rental real estate based on the taxpayer’s debt-to-asset ratio, 
and repeal of the installment method for sales pursuant to revolving credit 
plans and sales of publicly traded property; and 
imposition of additional separate foreign tax credit limitations on 
categories of foreign income. 

A Portion of the 
Increase in Effective 
Tax Rates May Be 
Temporary 

A portion of the 14.3 percentage point increase in the average US. 
effective tax rate from 1986 to 1989 may be temporary. The years 
immediately following TRA 86 are a transition period that could last for 
several years for the companies we reviewed. The length of the transition 
period for each company depends on the types and amounts of deferred 
taxes it incurred before TRA 86. During the transition period, for many 
companies, deferred tax expense based on the old tax laws will continue 
reversing as they would have in the absence of TRA 86 while new but 
smaller amounts of deferred tax expenses may originate based on TRA 86. 
Therefore, net deferred taxes may decline considerably, increasing current 
tax expense and effective tax rates. Once the transition period is over, the 
origination and reversal of deferred taxes may become more balanced, and 
effective tax rates, while still higher than in prior years, may be lower than 
they were in 1989. 

Conclusions For the companies we reviewed, (1) the 1988 and 1989 average U.S. 
effective tax rates were higher than in prior years, (2) the difference in the 
average U.S. effective tax rate and the statutory rate declined, and (3) the 
dispersion of company and industry group U.S. effective tax rates around 
the average narrowed. Although we could not establish a direct 
cause-and-effect relationship because of data limitations, these results are 
consistent with expectations of how TRA 86 would affect the corporate 
sector. 

Page 22 GAO/GGD-92411 Effective Tax Rates 

,: 



ChaDter 3 

Causes of Low or High Industry Group US. 
Effective Tax Rates 

ln chapter 2, we noted that 10 and 8 industry groups had high U.S. 
effective tax rates in 1988 and 1989. We also noted that one industry 
group-construction-had a low U.S. effective tax rate in 1988 while no 
industry group had a low rate in 1989. Table 3.1 shows the U.S. effective 
tax rates for the industry groups with low or high rates in 1988 and 1989. 

Table 3.1: U.S. Effective Tax Rates of 
Low or Hlgh Rate Industry Groups Percent effective tax rate 

Industry group 1988 1989 
Aerosoace 68.8% 47.4% 
Construction -2.9 35.8 
Electronics and appliances 
Metal manufacturing 
Metal products 

37.0 8 

68.2 a 

119.2 a 

Motor vehicles 
Petroleum 

36.1 38.2 
a 42.5 

Retailing 
Rubber 

45.3 56.1 
34.2 a 

SoaD and cosmetics (I 35.2 
Telecommunications 
Tobacco 

43.3 a 
a 40.6 

Transportation - airlines 
Wholesalers 

36.4 110.3 
35.8 a 

‘The industry group had neither a high nor low rate in this year. 

We were not able to identify all the specific reasons for the low or high 
rates for each industry group because of the limited data in company 
financial statements. The companies within each industry group 
experienced a number of deferred tax originations and reversals as well b 
as, in some instances, tax refunds, pretax accounting losses, or permanent 
differences in taxable and accounting income that in combination caused 
the low or high rate. 

However, we identified some predominant reasons for the high industry 
group rates. Our analysis indicated that the high rates resulted, in large 
part, from reversals of previously deferred taxes attributable to installment 
sales, long-term contracts, and investment tax credits. As explained in 
chapter 1, we cannot conclude that these reversals were directly the result 
of TRA 86. However, they are consistent with the expected impact of TRA 86. 
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TRA I changed the rules for determining taxable income from long-term 
contracts. Before March 1986, a company could use the 
completed-contract method to account for a long-term contract’s revenue 
and cost. By using the completed-contract method, a company could defer 
taxes on the income from the contract until it was completed and the work 
accepted by the customer. Under the new tax law, which was effective for 
any contract entered into after February 28,1986, only 60 percent of the 
revenue and cost of a long-term contract could be accounted for by the 
completed-contract method.’ The other 40 percent was to be accounted for 
by the percentage-of-completion method. Under this method, a percentage 
of the revenue and cost of the contract is recognized for tax purposes as 
the work progresses. The percentage completed is determined by dividing 
contract costs incurred to date by the estimated total cost of the contract. 
This change in the tax law decreased deferred taxes on long-term 
contracts by reducing the difference between taxable income and 
accounting income from such contracts. 

TRA 86 also changed the rules for determining taxable income from 
installment sales. Prior to 1986, under the installment method, the gross 
profit from installment sales could be recognized later for tax purposes 
than for accounting purposes. TRA 86 repealed the use of the installment 
method, and thereby eliminated tax deferrals, for sales financed by 
revolving credit plans and sales of certain publicly traded property and 
accelerated the recognition of gain from installment sales of inventory and 
business or rental real estate, 

TRA 86 eliminated the investment tax credit (ITC). Under the Tax Equity and 
F’iscal Responsibility Act of 1982, taxpayers who chose to take the full 
amount of rrc had to reduce the tax basis of the asset, or cost for tax 
purposes, by 60 percent of ITC. The effect of the reduction in tax basis was 
accounted for as a deferred tax expense that would be reversed over the 

6 

life of the asset. W ith the repeal of ITC, one would expect to see net 
reversals of previously deferred taxes attributable to the basis reductions 
because there are no new deferral originations to offset the reversals. 

The 1988 Low Rate 
Industry Group 

The construction industry group had a U.S. effective tax rate of -2.9 
percent in 1988. It was the only group that had a low rate in 1988. Three of 
the six companies in this industry group had distorted rates due to U.S. 
pretax accounting losses; one company had a low U.S. rate because it had 

‘This percentage was reduced to 30 percent in 1987 for contracts entered into after October 13,1987, 
and to 10 percent in 1988 for contracts entered into after June 21,198EL In 1989, legislation repealed 
use of the completedcontract method. 
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claimed a large tax refund, and the other two companies had high U.S. 
rates due primarily to the reversal of previously deferred taxes on 
installment sales. The industry’s low U.S. effective tax rate is thus not 
attributable to any one predominant cause. 

The 1989 High Rate 
Industry Groups 

Our belief that reversals of certain previously deferred tax expenses may 
be a primary reason for the high industry group U.S. effective tax rates is 
based on our analysis of aggregated information from the companies’ 
financial statements. The following discussion pertaining to 1989 effective 
tax rates illustrates our analysis and the difficulties we encountered in 
identifying specific reasons for the high industry group U.S. effective tax 
rates. 

Table 3.2 shows the U.S. pretax accounting income, current tax expense, 
and effective tax rate for each of the 1989 high U.S. effective tax rate 
industry groups. 

Table 3.2: Pretax Income and Current 
Tax Expense for 1989 High U.S. 
Effective Tax Rate Industry Groups 

Dollars in thousands 

Industry group 
Aerospace 
Construction 

U.S. pretax 
accounting 

Income 
$3,480,883 

361,810 

U.S. current Effective tax 
tax expense rate 

$1,651,300 47.4% 
129,585 35.8 

Motor vehicles 6,069,781 2,317,394 38.2 
Petroleum 9,566,315 4,068,123 42.5 
Retail 3,344,048 1,876,555 56.1 
Soap and cosmetics 1,775,096 624,290 35.2 
Tobacco 1,155,851 469,720 40.6 
Transportation - airlines 527,180 581,531 110.3 . 
Total $26,280,964 Ml,71 8,496 44.6 

The weighted average U.S. effective tax rate for the eight industry groups 
is 44.6 percent. The eight industry groups incurred net deferred tax 
expenses and benefits (-) as shown in table 3.3. If they had not had the net 
U.S. deferred tax benefit of -$3 billion, their average U.S. effective tax rate 
would have been 33.1 percent, 0.9 percentage points below the statutory 
rate. 
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Table 3.3: Net U.S., State and Local, 
and Forelgn Deferred Tax Expanaoe 
and Boneflta (-) for 1939 High Rate 
Industry Qroupa 

Dollars In thousands 

Indwtty group U.S. 
Stata and 

local Forelgn Total 
Aerospace -$706,200 -$28.990 $26,900 -$708.290 
Construction -18,834 3,693 -16,381 -31,522 
Motor vehicles -800,534 -20,907 534,738 -286,703 
Petroleum -907,000 -40.000 167.425 -779.575 
Retail -626,553 -30,492 51,000 -606,045 
Soap and cosmetics -55,148 785 64,396 10,033 
Tobacco -47,288 -909 9,942 -38,255 
Transportation - airlines 137,193 -26,457 0 110,736 
Total -$3.024.364 -Sl43.277 $838.020 42.329.621 

Companies do not identify reversals of previous deferrals in their financial 
statements. Instead, they call reversals of previously deferred tax 
expenses “deferred tax benefits” and vice versa Therefore, a net deferred 
tax benefit may be either a net reversal of previously deferred tax 
expenses or a net origination of deferred tax benefits. To determine the 
extent to which the -$3 billion net U.S. deferred tax benefit was composed 
of such reversals or originations, we examined the nature of the financial 
transactions that caused the deferrals (see table 3.4). We encountered 
difficulty because companies did not disclose the extent to which these 
transactions were associated with U.S., state and local, and foreign taxes. 
However, because U.S. deferred taxes are primarily deferred tax benefits 
(-) while foreign deferred taxes are primarily deferred tax expenses, as 
shown in table 3.3, we concluded that the deferred tax benefits (-) listed in 
table 3.4 are predominantly attributable to U.S. taxes. 
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Table 3.4: Comporltlon of Deferred Tax 
Expenrer and Benefltr (-) For 1989 
High Rate Industry Groups 

Dollars in thousands 

Deforrod tax Item 
Long-term contracts 

Amount 
-6938,802 

Percent of 
total 
40.3% 

Reserves -760.722 32.7 
Installment sales -564,844 24.2 
Employee benefits -485,732 20.9 
Tax credits (including investment tax credit) -369,025 15.8 
Gain/loss on sale of asset -291.215 12.5 
Asset writedowns -250,327 10.7 
Accelerated depreciation 1,980,970 -85.0 
Other -649.924 27.9 
Net deferred tax benefit -62.329.621 100.0% 

“Other” is the sum of all components accounting for less than 10 percent, individually, of the total 
net deferred tax benefit. 

Having concluded that the deferred tax benefits were predominantly U.S., 
we then tried to determine to what extent they were reversals of 
previously deferred tax expenses or originations of deferred tax benefits. 
In some instances, we could easily make such a determination. For 
example, deferred tax benefits associated with installment sales must be 
reversals of previously deferred tax expenses because deferral 
originations resulting from installment sales are deferred tax expenses. We 
made similar determinations for long-term contracts and tax credits. In 
other instances, we could not determine from the nature of the fmancial 
transaction whether the deferred tax benefits were reversals or 
originations. For instance, a gain or loss on the sale of an asset could be 
either. 

From our analysis, we concluded that the -$1.9 billion of deferred tax 
benefits associated with long-term contracts, installment sales, and tax 
credits (including investment tax credits) were mainly reversals of 
previously deferred U.S. tax expenses. They accounted for 62 percent of 
the total U.S. deferred tax benefit (-) and were therefore significant 
contributors to the industries’ high U.S. effective tax rates. However, as 
table 3.4 shows, reserves, employee benefits, gain/loss on sale of asset, and 
asset writedowns were also contributors to the high tax rates. However, 
on the basis of the information presented in the company financial 
statements, we could not classify them as either reversals of previously 
deferred taxes or originations of deferred tax benefits. 
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Conclusion We concluded that the high U.S. effective tax rates for the eight industry 
groups in 1980 were, in large part, associated with the reversal of 
previously deferred tax expenses for long-term contracts, installment 
sales, and tax credits (including investment tax credits). 
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Methodology for Computing Effective Tax 
Rates 

This appendix describes how we selected our sample, computed company 
and industry effective tax rates, and computed company and industry 
standard deviations of effective tax rates. 

Company Selection We computed effective tax rates for 220 companies in 1988 and 220 
companies in 1989. Our goal in company selection was to maintain 
comparability with previous GAO and Joint Committee on Taxation (J(X) 
studies. The companies for which we computed 1988 and 1989 effective 
tax rates were, to the extent possible, the same as those used in our 1900 
report. Of the 220 companies used for 1988 and 1989,193 and 188 were the 
same as those in our 1990 report. 

Companies used in our 1990 report were included in this report if they met 
the foUowing three criteria: 

l they were still listed in the Fortune 600 Industrial or Fortune 600 Service 
directories, 

. their industry classification in the Fortune directories was the same as the 
prior year, and 

. information needed to compute effective tax rates was available. 

To ensure that companies met the first criterion, we matched the 
companies used in our 1990 report with the Fortune directories for 1988 
and 1989. We made substitutions for seven companies in 1988 and five 
companies in 1989 because they did not appear in the 1988 or 1989 
directories, or they were acquired.by other firms listed in the directories. 

To ensure that companies met the second criterion, we matched the 
industry classifications of the companies used in our 1909 report with 
industry classifications for 1988 and 1989. We substituted 14 companies in b 
1988 and 6 companies in 1989 because their industry classifications 
differed from those of the prior year. 

To obtain information needed to compute effective tax rates, we used a 
three-step process. F’irst, we requested by mail 1988 and/or 1989 annuai 
reports for all the companies on our list. If a company did not respond to 
our request, we sent a foIlow-up letter. If we did not receive an answer to 
either request, we attempted to obtain the company’s Form 19-K, which is 
filed with the Securities and Exchange Commission (SEC) and should 
contain the required financial information. If we could not obtain the 
information from SEC, we substituted a Fortune 600 company in the same 
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industry classification so each industry group would have the same 
number of companies in the sample from year to year. We made seven 
substitutions in 1988 and one in 1989 because this three-step process was 
unsuccessful. 

Effective Tax Rate 
Computation 

To be consistent with the methodology used by Jcr and us in our 1990 
report, we computed effective tax rates by dividing current income tax 
expense from continuing operations by pretax accounting income from 
continuing operations. We obtained both amounts from publicly available 
annual financial statements and made certain adjustments, which are 
discussed below, to be consistent with JCX’S and our prior methodology. 

Adustments to Reported 
Current Income Tax 
Expense From Continuing 
Operations 

Net Operating Loss 
Carryforwards 

Investment Tax Credit 

When a company has a net operating loss (NOL) for tax purposes, it is 
allowed to carry the loss forward for up to 16 years to offset future taxable 
income and lower its future tax expense. Under J~T’S methodology and the 
accounting standards in effect when JCI’ computed its effective tax rates, 
NOL carryforwards were considered extraordinary items and therefore 
were not considered part of a company’s continuing operations. For this 
reason, NOL carryforwards did not affect JCT’S computations. 

In 1988 and 1989, under proposed new accounting standards that some 
companies elected to adopt before their effective date, companies could 
subtract NOL carryforwards in computing their current income tax expense 8 
from continuing operations.’ To be consistent with J&S methodology, we 
musted the current income tax expense from continuing operations for 
the companies that had elected to adopt the proposed standards by adding 
back the NOL carryforwards. 

Before the Tax Reform Act of 1986 (TRA ss), companies could account for 
investment tax credits by using one of two methods: the flow-through 
method or the deferred method. Under the flow-through method, the 

%atement of FinanciaI Accounting Standards No. 96: Accounting for Income Taxes, Financial 
hccountlng Standards B d December 1967. Because of repeated d elays, Statement No. 96 never 
became effective. It was~pI&xl by Statement of Financial Accounting Standards No. 1Og: Accounting 
for Income Taxes, FinanciaI Accounting Standards Board, February 1992. 
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entire credit is used to reduce current tax expense in the year the 
investment is made. Under the deferred method, the credit is amortized 
over the productive life of the investment. Although TRA 86 repealed the 
investment tax credit, carryovers of prior credits to 1933 and/or 1980 had 
to be considered in computing effective tax rates. To be consistent with 
prior methodology, we adjusted (1) current income tax expense from 
continuing operations by subtracting the investment credit carryover if the 
flow-through method was originally used or (2) deferred tax expense by 
subtracting the current year’s amortization of deferred investment tax 
credits if the deferred method was used. 

Aqustment to Reported 
Pretax Accounting Income 
From Continuing 
Operations 

State/Local Income Taxes To be consistent with prior JCT and GAO methodology, we considered state 
and/or local income taxes to be expenses. Therefore, we adjusted pretax 
accounting income from continuing operations by subtracting the current 
portion of any state and/or local income tax expense. 

Standard Deviation 
Computation 

The average effective tax rates in this report were weighted by the pretax 
incomes of the companies. Therefore, the standard deviations of the 
average effective tax rates were also weighted by the pretax incomes of 
the companies. Companies or industry groups with a pretax accounting 
loss were assigned a weight of zero. If a company or an industry group had 
an effective tax rate with an absolute value over 300 percent, it was 
considered an outlier for purposes of determining the standard deviation 8 
and therefore was not included in the computation. 
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Comments From Company Officials 

We sent letters to the tax directors of all the companies we reviewed to 
request their comments on the effective tax rates we computed. In the 
letters, we stated that if the company provided no response, we would 
assume that the rates we computed were correct. 

Responses were received from offkials of 79 companies, and we made 
appropriate changes based on the responses. Following is a summary of 
the officials’ responses: 

l Fifteen agreed with the rates computed, and none agreed or disagreed 
with the methodology. 

. Twenty-six provided corrections or additional information, but none 
agreed or disagreed with the methodology. 

l Thirty provided corrections or additional information and disagreed with 
the methodology. 

. Eight had other remarks, 

If company offkials agreed with the rate we computed, we did nothing. 
We changed our computed effective tax rates for 31 of the 66 companies 
that provided corrections or additional information. We do not believe that 
changes were warranted for the other 26 companies because their 
suggestions did not conform to our methodology. As stated in chapter 1, 
we recognize that there are different ways of calculating effective tax 
rates. We chose our methodology because it is consistent with that of 
earlier JCT studies and our 1990 report. 
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U.S. Effective Tax Rates by Industry Group 
for 1982,1983,,and 1986 Through 1989 

Effective tax rates expressed as a percent 
JCT’ GAO 

Industry group 1082 1083 1086 1987 1088 1989 
Aerospace -0.6 14.0 15.9 30.1 68.8 47.4 
Beverages 20.5 18.7 21.6 37.7 27.5 26.7 
Broadcasting 8.9 18.5 32.1 29.3 29.9 32.1 
Chemicals -17.7 -1.0 13.5 36.8 25.0 25.0 
Computers and office eauipment 26.4 26.3 -0.6 12.4 20.6 -95.6b 
Construction 15.9 0.7 -201.5b -36.!jb -2.9 35.8 
Electronics and appliances 14.3 7.4 29.2 32.0 37.0 26.9 
Financial institutions -3.8 6.4 8.6 166.7 12.7 27.4 
Food processors 31.6 25.9 32.4 37.5 28.1 30.2 
Glass, concrete, abrasives, and gypsum 539.eb 17.5 39.0 35.5 -220.3b -167.3b 
Instrument companies 21.9 32.8 35.4 34.8 31.4 31.9 
investment companies 21.3 9.3 27.7 14.1 33.6 31.9 
Metal manufacturing 10.7b 1.9b -2.ab -19.3 68.2 28.2 
Metal products 30.2 15.1 0.3 46.5 119.2 31.1 
Mining 12.7b 3.9b 43.2 36.1 22.7 30.6 
Motor vehicles 19.5b 3.5 -18.4 3.9 36.1 38.2 
Paper and wood products 36.1 -0.5 11.5 17.2 20.1 29.0 
Petroleum 18.2 21.3 -76.2 121.3 32.4 42.5 
Pharmaceuticals 32.7 27.2 35.7 28.0 29.3 31.4 
Retailing 20.4 20.0 29.2 46.1 45.3 56.1 
Rubber 39.0 19.6 22.6 19.0 34.2 29.9 
Soap and cosmetics 33.3 35.6 26.1 45.8 25.0 35.2 
Telecommunications 1.6 4.8 25.7 28.3 43.3 24.7 
Tobacco 36.3 33.8 30.0 28.1 33.5 40.6 
Transportation 4 

Airlines 7.ab 21 .6b -43.5 25.7 36.4 110.3 
Railroads 4.1 3.3 -1 13.2b 15.6 11.8 15.1 
Truckina 36.9 34.5 28.4 30.7 18.2 26.1 

Utilities (electric and gas) 15.6 7.1 14.7 18.0 16.8 26.5 
Wholesalers 36.1 34.8 37.3 39.5 35.8 30.6 

Average (weighted by income) 16.5 16.8 18.6 27.8 31.3 32.9 
Standard deviation (weighted by income) 11.5 10.0 20.1 20.1 13.1 9.9 

(Table notes on next pagef 
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Appenair III 
U.S. Effeedve Tax Edam by Iadumtry Qrou~ 
far 1@82, IBIB, and lBt38 Through lB89 

1The JCT effective tax rate study for 1984 was not published. The study for 1985 was not done. 

bathe tax rate shown is arithmetlcally distorted due to a pretax accounting loss. An accounting loss 
causes the sign of the effective tax rate to be negative when a tax is paid or positive when a tax 
refund is received, which is the opposite of what the signs should indicate. 

4 
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Worldwide Effective Tax Rates by Industry 
Group for 1982,1983, and 1986 Through 
1989 

Effective tax rates expressed as a percent 
JCT@ GAO 

Industry group 1982 1983 1986 1987 1088 1080 
Aerospace 7.1% 18.1% 19.6% 30.9% 63.9% 45.1% 
Beveraaes 28.8 27.3 28.0 36.4 29.2 26.9 
Broadcasting 13.7 21.7 33.4 31.5 30.3 32.5 
Chemicals 47.3 52.9 33.2 42.8 35.8 35.3 
Computers and office eauipment 37.1 38.1 38.6 34.4 37.8 53.3 
Construction 22.6 29.3 8399.3 -73.4b 30.4 39.0 
Electronics and appliances 21.4 16.4 31.8 33.3 38.5 28.7 
Financial institutions 24.3 24.3 27.8 -29.3b 20.7 129.0 
Food processors 36.5 29.3 35.7 38.3 31.8 32.4 
Glass, concrete, abrasives, and gypsum 17.9 24.4 39.5 3677 55.1 51.0 
Instrument companies 26.9 36.7 36.0 33.9 30.8 33.6 
Investment companies 23.3 13.8 27.1 25.8 31.3 30.4 
Metal manufacturing 7.2b 5.0b -5.lb -0.6 44.2 26.5 
Metal products 42.8 29.3 49.0 39.3 53.7 32.9 
Minina 3.2b -15.3b 53.5 44.5 47.0 31.2 
Motor vehicles -24.9b 10.4 3.6 6.7 33.9 38.5 
Paper and wood products 42.5 7.2 13.9 18.1 21.3 28.4 
Petroleum 38.2 42.0 28.6 54.7 39.6 44.5 
Pharmaceuticals 38.3 32.1 37.1 34.3 33.9 36.2 
Retailina 21.6 21.3 29.6 42.0 44.7 54.5 
Rubber 59.6 35.0 48.9 34.8 41.9 44.7 
Soap and cosmetics 38.0 38.9 27.9 45.3 29.7 36.7 
Telecommunications 2.3 5.6 26.4 28.9 44.0 25.1 
Tobacco 32.7 32.9 32.1 29.3 36.8 37.7 
Transportation 4 

Airlines 3.4b 52.Bb -85.5 24.8 35.1 188.0 
Railroads 4.1 3.3 -1 13.2b 15.8 12.3 15.5 
Truckina 37.2 34.6 28.7 31.0 18.6 26.1 

Utilities (electric and gas) 15.6 7.1 14.8 18.0 16.8 26.5 
Wholesalers 34.1 35.9 37.7 40.1 36.2 30.8 

Average (weighted by income) 30.0 29.5 28.1 35.4 34.8 37.1 
Standard deviation (weighted by income) 13.3 14.2 18.6 13.3 9.5 15.6 

(Table notes on next page1 I 
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WorldwIde Effeetiva Tax @atem by Indumtry 
Group for 1882,1988, and l@sd T~OII@I 
lBt39 

*The JCT effective tax rate study for 1984 was not published. The study for 1985 was not done. 

bathe tax rate shown is arithmetically distorted due to a pretax accounting loss. An accounting loss 
causes the sign of the effective tax rate to be negative when a tax is paid or positive when a tax 
refund Is received, which Is the opposite of what the signs should indicate. 
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Appendix V 

Effective Tax Rates by Industry Group for 
1988 

Dollars In thousands 

lnduetw arow 
U.S. income Foreign Income 

before tax before tax 
Aerospace 
Beverages 
Broadcasting 

$4435,695 $970,690 
2,469,104 1,530,728 
1,161,576 102,600 

Chemicals 5.071.900 5238,900 
Computers and office equipment 
Construction 

4,179,327 10,068,083 
56,825 183,115 

Electronics and appliances 6,643,777 1,830,262 
Financial institutions 10,278,131 3,412,981 
Food processing 4,690,363 1,752,454 
Glass, concrete, abrasives, and qypsum -33,947 570,530 
Instrument comoanies 2,687,400 2608,000 
Investment companies 3,170,123 787,800 
Metal manufacturing 1,103,881 1,201,619 
Metal products 108,310 616,812 
Mining 375,537 362,977 
Motor vehicles 9,246,131 7,743,862 
Paper and wood products 3,389,950 508,874 
Petroleum 13.836.420 14.059,070 
Pharmaceuticals 
Retailina 

3,870,600 2,976,OOO 
4,665,810 375,248 

Rubber 530,877 585,633 
Soaps and cosmetics 1,460,847 1,019,512 
Telecommunications 9,012,645 316,047 
Tobacco 4.070.132 1.063,618 l 

Transportation 
Airlines 2,762,517 117,338 
Railroads 2,335,253 14,000 
Trucking 1,583,614 -30,525 

Utilities (electric and gas) 7,817,207 0 
Wholesalers 937,903 15,472 

Page a0 GANGGD-92-111 Effective Tax Eater 



Effecth Tu PItea by Induatq Group for 
lB28 

Worldwide 
Income before 

tax 
Current U.S. 
tax exrmnse 

Effective tax rate expressed as a percent 
Worldwlde tax rate 

Forelgn tax Worldwide tax U.S. tax rate on Forelgn tax rate on worldwide 
exwnw exoense U.S. income on torelan Income Income 

$5,406,585 $3,051,100 $402,800 $3,453,900 68.8% 41.5% 63.9% 

3,999,832 678,267 489,928 1,168,195 27.5 32.0 29.2 
1,264,176 347,100 35,400 382,500 29.9 34.5 30.3 

10,310,800 1,265.500 2.429,300 3.694,800 25.0 46.4 35.8 
14,247,410 862,693 4,520,883 5,383,576 20.6 44.9 37.8 

239,940 -1,632 74,455 72,823 -2.9 40.7 30.4 
8,474,039 2,466,485 798,000 3.258.485 37.0 43.6 38.5 

13,691,112 1,302,648 1,524,474 2,827,122 12.7 44.7 20.6 

6,442,817 1,317,592 733,670 2,051,262 28.1 ' 41.9 31.8 
536,583 74,786 220,995 295,783 -220.38 38.7 55.1 

5,495,400 844,400 847,300 1,691,700 31.4 30.2 30.8 
3,957,923 1,065,424 171,256 1,236,680 33.6 21.7 31.2 
2,305,500 752,700 266,300 1,019,OOO 68.2 22.2 44.2 

725,122 129.100 260,095 389.195 119.2 42.2 53.7 
738,514 85,212 261,933 347,145 22.7 72.2 47.0 

16,989,993 3,336,338 2,415,608 5,751,946 36.1 31.2 33.9 
3,898,624 681,187 147,281 828,468 20.1 28.9 21.2 

27,895,490 4,477,465 6571,492 11,048,957 32.4 46.7 39.6 

6,846,600 I,135815 1,186.304 2.322,119 29.3 39.9 33.9 

5,041,058 2,115,474 138,508 2,253,960 45.3 36.9 44.7 
: 1,116,510 181,771 285,705 467,476 34.2 48.8 41.9 

2,480,359 365,707 370,005 735.712 2500 36.3 29.7 
9,328,692 3900,302 207,866 4,108,168 43.3 65.8 44.0 
5,133,750 1,364,435 524,339 1,888,774 33.5 49.3 36.8 6 

2,879,855 1,005,366 4,192 1.009,558 36.4 3.6 35.1 
2,349,253 275,571 13,100 288,671 11.8 93.6 12.3 

1,553,089 288,671 0 288,671 18.2 0.0 18.6 
7,817,207 1,312,693 0 1,312,693 16.8 . 16.8 

953.375 335.503 9.101 344.604 35.8 58.8 36.1 

Note: "*" indicatesthata rate was not computed because the industry group did not earn any 
pretax income or pay any taxes. 

'Rate shown is arithmetically distorted due to a pretax accounting loss. 
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Appendix VI 

Effective Tax Rates by Industry Group for 
1989 

Dollars in thousands 

lndurtrv orouo 
U.S. Income Foreign Income 

before tax before tax 
Aerospace $3,480,883 $1,182,570 
Beverages 2,679,377 1,798,082 
Broadcastina 1.525,252 104.100 
Chemicals 5,905,300 4,880,300 
Computers and office equipment -973,610 9,980,777 
Construction 361,810 198,587 
Electronics and appliances 8,361,390 1,917,373 
Financial institutions 5,240,879 -3,006,442 
Food processing 6,117,090 2,601,895 
Glass, concrete, abrasives, and ovosum -40,155 552,627 
Instrument companies 2,219,100 2,723,800 
Investment companies 2,910,772 1,022,900 
Metal manufacturing 1,814,522 2,002,484 
Metal oroducts 687,537 684.072 
Mining 6201503 380]143 
Motor vehicles 6,069,781 7,211,638 
Paoer and wood DrOdUCtS 3.400.244 576.774 

Retailing 

Petroleum 

Rubber 

Pharmaceuticals 

Soaps and cosmetics 

. 

3,344,048 

9,566,315 

406,430 

15,694,709 

430,660 

4,263,600 

505,982 

2,978,900 

1,775,096 1,287,759 
Telecommunications 
Tobacco 
Transportation 

Airlines 

16,562,147 446,283 6 
1,155,851 516,813 

527,180 -217,343 
Railroads 2,509,607 44,000 
Truckinq 1,592,675 0 

Utilities (electric and aas) 8.498.777 0 
Wholesalers 1.119.882 18.538 
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Appcndte VI 
Effeettvc Tax Batea by Indartry Group for 
lSB9 

Worldwide 
income before 

tax 
Current U.S. 
tax exosnse 

Effective tax rate expressed se a percent 
Worldwlde tax rate 

Forelgn tax Worldwlde tax U.S. tax rate on Forelgn tax rate on worldwlde 
exwnse exoenw U.S. income on forelan Income Income 

$4,663,453 $1,651,300 $450,900 $2,102,200 47.4% 38.1% 45.1% 
4,477,459 716,046 487,176 1,203,222 26.7 27.1 26.9 
1,629,352 490,200 38,681 528,881 32.1 37.2 32.5 

10,785,600 1,479,200 2,325,600 3,804,800 25.0 47.7 35.3 
9,007,167 930,979 3,869,523 4,800,502 -95.68 38.8 53.3 

560,397 129,585 89,208 218,793 35.8 44.9 39.0 
10,278,763 2,248,049 699,500 2,947,549 26.9 36.5 28.7 

2.234.437 1.436.328 1.446.039 2.882.367 27.4 -48.1" 129.0 
I  .  .~ 

8,718,985 1,850,178 970,645 2,620,823 30.2 37.3 32.4 
512,472 67,184 194,282 261,466 -167.3' 35.2 51.0 

4.942,900 707.100 954,800 1,661.900 31.9 35.1 33.6 

3,933,672 929,878 264,282 1,194,160 31.9 25.8 30.4 

3,817,006 512,100 499,406 1,011,506 28.2 24.9 26.5 

1.371.609 213.864 237.504 451.368 31.1 34.7 32.9 
1,000,646 189,722 121,932 311,654 30.6 32.1 31.1 

13,281,419 2,317,394 2,795,133 5,112,527 38.2 38.8 38.5 

3,977,018 984,389 144,567 1,128,956 29.0 25.1 28.4 

25,261,024 4,068,123 7,016,014 11,084,137 42.5 44.7 43.9 

7,242.500 1.337.910 1,283,919 2,621,829 31.4 43.1 36.2 

3,750,478 1,876,555 168,657 2,045,212 56.1 41.5 54.5 

936,642 128,822 289,953 418,775 29.9 57.3 44.7 

3,062,855 624,290 498,476 1,122,766 35.2 38.7 36.7 

17,008,430 4,092,937 173,559 4,266,496 24.7 38.9 25.1 

1,672,664 469,720 160,349 630,069 40.6 31.0 37.7 6 

309,837 581.531 1.075 582.606 110.3 -0.5' 188.0 

2,553,607 380,117 14,400 394,517 15.1 32.7 15.4 
1,592,675 416,374 0 416,374 26.1 . 26.1 

8,498,777 2,249,015 0 2,249,015 26.5 . 26.5 
1.138.420 343.239 7.204 350.443 30.6 38.9 30.8 

Note: "0" indicates that a rate was not computed becausetheindustry $roup did not earn any 
pretaxincome or pay any taxes. 

Wate shown is arithmetically distorted due to a pretax accounting loss. 
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Appendix VII 

U.S., Foreign, and Worldwide Effective Tax 
Rates by Industry Group and Company for 
1988 

Dollars in thousands 

lndurtry group/company 

Aerospace 

U.S. income Foreign income 
before tax before tax 

Allied-Sional Inc. $373,000 $221,000 
The Boeing Company 820,000 0 
General Dynamics Corporation 455,000 0 
Lockheed Corooration 564,000 16,000 
Martin Marietta Corporation 444.995 9,090 
McDonnell Douglas Corporation 444,000 36,000 
Rockwell International Corporation 713,700 191,000 
United Technoloaies 621,000 497,800 

lndustrv total $4.435695 $970.690 

Beverages 
Adoloh Coors Comoanv $74.223 $0 
Anheuser-Busch Companies, Inc. 1,093,400 0 
Brown-Forman Corporation 143,861 23,540 
The Coca-Cola Comoanv 424,820 1.142.988 
PepsiCo, Inc. 732,800 364,200 

lndurtry total $2,469,104 $1,530,726 

Broadcasting 
Capital Cities/ABC, Inc. 
CBS Inc. 

$629,276 $0 
413,400 0 

MCA INC. 118,900 102,600 
Industry total $1,161,576 $102,600 ’ 

Chemicals 
American Cyanamid Company 
The Dow Chemical Company 

$142,900 $292,300 
1,756,OOO 2,069,ooo 

E. I. du Pont de Nemours and Companv 1.903,oOO 1,862,OOO 
Monsanto Comoanv 463,000 412.000 

I I 

Union Carbide Corporation 
W.R. Grace & Co. 

762,000 336,000 
45,000 267,600 

lndustrv total $5.071 .QOO $5.236.900 
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U.S., Foreign, and WorldwIde Effaetlve Tax 
Ratam by Induhy Group and Compmy for 
lass 

Effectlvo tax rate exPressed aa a wrcent 
Worldwlde 

Income before 
tax 

Current U.S. 
tax expenee 

Worldwldo tex rate 
Forelgn tax Worldwide tax U.S. tex rate on Forelgn tax mte on worldwlde 

expen8e expenee U.S. Income on forelgn lncomr Income 

$594,ooQ $103,OOJo $82,000 $185,000 27.6% 37.1% 31.1% 
820,000 921,000 0 921,000 112.3 b 112.3 
455,000 130,500 0 130,500 28.7 0 28.7 
580,000 4,000 13,000 17,000 0.7 81.3 2.9 
454,085 168,300 4,300 172,800 37.8 47.3 38.0 
480,000 75,000 0 75,000 16.9 0.0 15.6 
904,700 1,373,700 70,400 1,444,lOO 192.5 36.9 159.6 

1,118,800 275,600 233,100 508,700 44.4 46.8 45.5 
$5,406,565 $3,051,100 $402,600 $3,453,900 66.6% 41.5% 63.9% 

$74,223 $15,608 $0 $15,608 21.0% . 21.0% 
1,093,400 330.500 0 330,500 30.2 . 30.2 

167,401 43,875 1,922 45,797 30.5 8.2 27.4 
1,567,808 53,084 426,106 479,190 12.5 37.3 30.6 
1,097,000 235,200 61,900 297,100 32.1 17.0 27.1 

S3,Q99,632 $676,267 $469,926 $1,166,1QS 27.5% 32.0% 29.2% 

$629,276 $239,600 so $239,600 38.1% . 38.1% 
413,400 75,800 0 75,800 18.3 . 18.3 
221,500 31,700 35,400 67,100 26.7 34.5 30.3 

‘$1,264,176 $347,100 s35,400 $362,500 29.9% 34.5% 30.3% 6 

$435,200 $27.500 $114,000 $141,500 19.2% 39.0% 32.5% 
3,825,OOO 526,000 855,000 1,381,OOO 30.0 41.3 36.1 
3,765,OOO 428,000 1,102,000 1,530,OOO 22.5 59.2 40.6 

875.000 111,000 139,000 250.000 24.0 33.7 28.6 
1,098,OOO 165,000 

312,600 8,ooO 
$10,310,600 $1,265,500 

117,000 282,000 
102,300 110,300 

$2,429,300 $3,694,600 

21.7 34.8 
17.8 38.2 
25.0% 46.4% 

25.7 
35.3 
35.8% 

(continued) 
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U.S., Foreign, end Worldwide Effective Tax 
E&m by Induetry Group and Company for 
1988 

Dollars in thousands 

lndurtry group/company 
U.S. Income Forelgn Income 

before tax before tax 

Computers and office equipment 
Apple Computer, Inc. $296,321 $318,000 
Control Data Corporation -2,100 17,000 

NCR Corporation 

Diaital Eauioment Corooration 
Hewlett-Packard Company 

Unisys Corporation 

International Business Machines 
Corporation 

Wang Laboratories, Inc. 

542,000 
724.157 967.166 

549,000 

1,933,ooo 7,088,OOO 

$4,179,327 

154,149 

$10,066,063 

618,217 
652,900 271,200 

-121,100 239,500 
Industry total 

Construction 
Centex Corporation 

PHM Corporation 

Fluor Corporation 

The Turner Corporation 
Industry total 

Electronics and appliances 

Halliburton Company 

Emerson Electric Co. 
General Electric Company 
Honeywell Inc. 

Morrison Knudsen Corporation 

$34.141 
58,082 27,052 

$0 

-12,800 153,809 
-58.670 3,013 

37,872 0 
-1,800 -750 

$56,625 $163,115 

$627,100 $192,000 
3,842,OOO 785,000 
-441,000 193,700 6 

Motorola Inc. 385,000 193,000 
North American Phillips Corporation 35,100 37,900 
Raytheon Company 688,677 16,862 
Texas Instruments Incorporated 417,400 91,000 

Westinghouse Electric Corporation 
TRW Inc. 

Induetty total 
888,500 
201,000 

138,800 
182,009 

$6,643,777 $1,630,262 

Financial institutions 
Bank of Boston Corporation 
Bank of New England Corporation 

$420,604 $59,847 
385,501 14,600 
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U.S., Fore@, lad Worldwide Effective Tax 
Ratw by Indwby Group and Company for 
lB88 

Effective tax rate expressed 88 a Percent 
Worldwide 

Income before 
tax 

Current U.S. 
tax expenee 

Worldwide tex rate 
Forelgn tex Worldwlde tax U.S. tax rate on Foreign tax rate on worldwide 

expenee expenee U.S. Income on foreign Income Income 

$614,321 $118,895 $46,439 $165,334 40.1% 14.6% 26.9% 
14,900 500 10,400 10,QOO -23.8' 61.2 73.2 

1,691,323 175.079 259,246 434,325 24.2 26.8 25.7 
1,091,000 230,000 234,000 464,000 42.4 42.6 42.5 

9,021,oOO 79,000 3,562,OOO 3,641,OOO 4.1 50.3 40.4 
772,366 56,219 290,498 346.717 36.5 47.0 44.9 
924.100 202.300 93.600 295.900 31.0 34.5 32.0 
118,400 700 241700 25,400 -O.6a 10.3 21.5 

$14,247,410 $862,693 $4,520,883 $5,383,576 20.6% 44.9% 37.8% 

$34,141 $44,621 $0 $44,621 130.7% . 130.7% 
85,134 -81.198 8,430 -72,768 -139.8 31.2 -85.5 

141,000 15,700 65,900 81,600 -122.7' 42.8 57.9 
-55,657 -20,572 425 -20,147 35.1' 14.1 36.2a 

37,872 32,355 0 32.355 85.4 . 85.4 
-2,550 7,462 -300 7,162 -414.6a 40.08 -28O.P 

$239,940 -$1,632 $74,455 $72,823 -2.9% 40.7% 30.4% 

$819,100 $259,400 $78,400 $337,800 41.4% 40.8% 41.2% 
4,627,OOO 1,009,000 344,000 1,353,oOO 26.3 43.8 29.2 
-247,300 285,400 90,500 375,900 -64.7' 46.7 -152-P 

4 

578,000 152,000 40,000 192,000 39.5 20.7 33.2 
73,000 3,400 2,900 6,300 9.7 7.7 8,6 

705.539 377.785 10.700 388,485 54.9 63.5 55.1 
508,400 109,400 66,000 175,400 26.2 72.5 34.5 
383,000 181,000 73,000 254,000 90.0 40.1 66.3 

1,027,300 83,100 92,500 175,600 9.4 66.6 17.1 
S&474,039 $2,460,485 $798,000 $3,258,485 37.0% 43.6% 30.5% 

$480,451 $8,395 $67,552 $75,947 2.0% 112.9% 15.8% 
400,101 46,246 5,121 51,367 12.0 35.1 12.8 
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U.8., For&n, and Worldwide Effective Tax 
Rater by Iudumry Group and Con~peay for 
1888 

Dollars in thousands 

lnduotrv woudcomDanv 
U.S. Income Forelgn Income 

before tax before tax 

The Chase Manhattan Corporation 

I- . . . 

BankAmerica Corporation 
Bankers Trust New York Corporation 

1.050.232 256,565 

1,160,OOO -315,000 
348,983 525,765 

Chemical Banking Corporation 

First Bank System, Inc. 

Citicorp 
Continental Bank Corporation 

-321,400 

335,100 

-16.600 

527,800 
1,075,000 1,527,OOO 

314,100 4,200 

NCNB Corooration 

First Chicago Corporation 
First Interstate Sancorp 

Manufacturers Hanover Corporation 
J.P. Morgan & Co. Incorporated 

Marine Midland Banks, Inc. 
Mellon Bank Corporation 

335.791 

720,900 

786,000 

199,126 
-100,000 

-17.338 

476,000 

0 
657,400 

170,277 

560,400 

9,549 
-96,000 53,000 

Norwest Corporation 220,600 0 
PNC Financial Corp 522,617 64,993 

Wells Fargo & Company 
Securitv Pacific Corporation 

lnduetry total 

Food processing 
Borden, Inc. 

1,039,200 
954,100 

-244,500 
26,700 

$10,278,131 $3,412,981 

$382,849 $128,533 
Campbell Soup Company 311,700 62,006 
ConAgra, Inc. 218,605 10,491 
CPC International Inc. 181,300 304,600 ’ 
General Mills, Inc. 386,500 28,100 
Kellogg Company 544,000 210,300 
Occidental Petroleum Corporation 278,000 230,000 
The Pillsburv Company 121,800 20,900 
The Quaker Oats Company 282,000 109,600 
RJR Nabisco, Inc. 1506,000 219,000 
Sara Lee Corporation 227,922 262,054 
Chiquita Brands International, Inc. -613 108,976 
Whitman Corporation 250,300 57,906 

lndurtry total $4,690,363 $1,752,454 
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Appendtx vu 
U.S., Foraidn, end Wortdwtde Effective Tu 
ltetw by Indnetry Group md Compmy for 
1088 

Effective tax rate expressed as a percent 
Worldwlde 

Income before 
tax 

845,000 

Current U.S. 
tax expenae 

78,000 

Worldwlde tax rate 
Foreign tax Worldwlde tax U.S. tax rate on Forelgn tax rate on worldwlde 

expense expenae U.S. Income on foreign Income Income 
87,000 165,000 6.7 -27.6a 19.5 

874,748 24,343 184,282 208,625 7.0 35.1 23.8 
1,306,797 18,743 184,297 203,040 1.8 71.8 15.5 

862,900 16,200 85,700 101,900 4.8 16.2 11.8 
2,602.OOO 67.000 488.000 555.000 6.2 32.0 21.3 

318,300 69,100 8,ooO 77,100 22.0 190.5 24.2 
-338,000 0 zoo0 2,000 0.0 -12.P -0.6' 

620,900 182,300 23,100 205,400 25.3 -23.1' 33.1 
199.126 47.790 15,000 62.790 24.0 b 31.5 

1,217,800 26,600 212,300 238,900 4.0 37.9 19.6 
1,262,OOO 253,000 Q&o00 351,000 32.2 20.6 27.8 

179,826 49,329 5,372 54,701 29.0 56.3 30.4 
-43.000 4.000 8.000 12.000 -4.2a 15.1 -27.98 
318,453 69,437 2,540 71,977 20.7 -14.6a 22.6 
220.600 29,500 800 30,300 13.4 b 13.7 
587,610 121,165 6,110 127,275 23.2 9.4 21.7 
980,800 83,300 33,800 117,100 8.7 126.6 11.9 
794,700 108,200 7,500 115,700 10.4 -3.18 14.6 

S13.891 .112 91.302.848 91.524.474 $2.827.122 12.7% 44.7% 20.8% 

$511,382 $133,400 $39,300 $172,700 34.8% 30.6% 33.8% 
373,700 101,400 24,300 125,70 32.5 39.2 33.6 
229,096 63,552 6,524 70,076 29.1 62.2 30.6 
485,900 48,300 107,200 155,500 26.6 35.2 32.0 L 

414,600 114,100 7,100 121,200 29.5 25.3 29.2 
754,300 181,600 60,700 242,300 33.4 28.9 32.1 
508,000 38,000 188,000 226,000 13.7 81.7 44.5 
142,700 94,300 13,300 107,600 77.4 63.6 75.4 
391,600 108,800 46,600 155,400 38.6 42.5 39.7 

1.725.000 250,000 108,000 358.000 16.6 49.3 20.8 
489,976 110,094 78,908 189,002 48,3 30.1 38.6 
108,363 1,846 34,638 36,484 -301.1a 31.8 33.7 
308,200 

$6,442,817 
- 72,200 
$1,317,592 

19,100 
$733,870 

91,300 
$2,051,282 

28.8 
28.1% 

33.0 
41.9% 

29.6 
31.8% 

(continued) 
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U.B., Foreign, and Worldwide Effective Tax 
PIter by Induetry Group end Company for 
1BBS 

Dollars in thousands 

lnduetry group/company 
U.S. income Foreign income 

before tax before tax 

Glass, concrete, abrasives, and gypsum 

Owens-Cornina Fiberalas Corooration 

American Standard Inc. 
Manville Corporation 

200.000 

-$200,800 

96,000 

$189,000 
52,098 101,465 

Owens-Illinois, Inc. 
USG Corporation 

Industry total 

-131,100 112,500 
45,855 71,565 

-$33,947 $570,530 

Instrument companies 

Xerox Corporation 

Baxter International Inc. 
Eastman Kodak Companv 
Minnesota Mining and Manufacturing 

Company 
Polaroid Corporation 

$341,000 $141,000 
1,233,OOO 957,000 

185.000 

1,032,OOO 

805,000 

781,000 
-103,600 124,000 

Industrv total $2.667.400 S2.808.000 

Investment companies 
Aetna Life and Casualtv Comoanv . , 
American Express Company 
Federal National Mortgage Association 
Merrill Lynch & Co., Inc. 
Salomon Inc 

Industry total 

Metal manufacturing 
Aluminum Company of America 
Armco Inc. 

$799.100 $3,900 
832,000 430,000 
663,000 0 
494,023 53,900 
382,000 300,000 

$3,170,123 $787,800 
1, 

$837,000 $798,100 
150,100 -9,100 

Bethlehem Steel Corporation 354,800 33,800 
Inland Steel Industries, Inc. 356,181 1,319 
The LTV Corporation -876,000 4,000 
Revnolds Metals Company 281.800 373,500 

lndustrv total Sl .103.881 S1.201.619 

Metal products 
Combustion Engineering, Inc. -$265,172 $23,414 
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U.S., Foreign, and Worldwide EfbtIve Tu 
&tea by hubtry Group and Conqmny for 
1886 

Worldwide 
Incomo beforo 

tax 
Current U.S. 
tax expenee 

Effective tax rate expreeeed as a percent 
Worldwide tax rate 

Forelgn tax Worldwlde tax U.S. tax rate on Foreign tax mte on worldwide 
expenee expenee U.S. Income on foreign Income Income 

-$11,800 -$23,400 $62,900 $39,500 11.7%" 33.3% -334.7%" 
153,563 28,742 38,609 67,351 55.2 38.1 43.9 
296,000 88,000 46,000 134,000 44.0 47.9 45.3 
-18,600 -20.800 46,400 25,600 15.9a 41.2 -137.6O 
117,420 2,246 27,086 29,332 4.9 37.8 25.0 

$536,583 $74,788 $220,995 $295,783 -220.3%' 38.7% 55.1% 

$482,000 $64,000 $27,000 $91 ,ooo 18.8% 19.1% 18.9% 
2,190,OoO 318,000 315,000 633,000 25.8 32.9 28.9 

1,813,OOO 395,000 312,000 707,000 38.3 39.9 39.0 
20,400 1,400 48,300 49,700 -1.48 39.0 243.6 

990,ooo 66,ooo 145,000 211,oOQ 35.7 18.0 21.3 
s5.495.400 s844.400 S847.300 Sl .691.700 31.4% 30.2% 30.8% 

$803,000 $119,100 $12,400 $131,500 14.9% 317.9% 16.4% 
1,262,OOO 243,000 56,000 299,000 29.2 13.0 23.7 

663.000 285.000 0 285,000 43.0 . 43.0 
547,923 58,324 19,856 78,180 11.8 36.8 14.3 
682,000 360,000 83,000 443,000 94.2 27.7 65.0 

$3,957,923 $1,065,424 $171,256 $1,236,680 33.6% 21.7% 31.2% b 

$1,635,100 $269,100 $243,600 $512,700 32.2% 30.5% 31.4% 
141.000 53.400 6.200 59,600 35.6 -68.1' 42.3 
388,600 108,100 0 108,100 30.5 0.0 27.8 
357,500 108,700 0 108,700 30.5 0.0 30.4 

-872,000 94,200 2,600 96,800 -10.88 65.0 -11.1a 
655,300 119,200 13,900 133,100 42.3 3.7 20.3 

$2,305,500 $752,700 $266,300 $1,019,000 68.2% 22.2% 44.2% 

-$241,758 $9,222 $22,568 $31,790 -3.5%a 96.4% -13.1%8 
(continued) 
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U.f3., Foreign, and Worldwide Effective Tax 
Ratm by Indumtry Group urd Company for 
1986 

Dollars In thousands 

Industry sroudcomww 
U.S. Income Forelgn Income 

before tax before tax 
Crown Cork & Seal Company, Inc. 67,470 90,600 
Emhart Corporation 107,000 99,000 
The Gillette Company 100,900 335,400 
The Stanlev Works 98.112 68,398 

lnduetrv total S106.310 S616.812 

Mining 
Burlington Resources Inc. 
Cyprus Minerals Company 
The Louisiana Land and Exploration 

Companv 

$94,559 $0 
215,589 0 

-110900 -7,806 

Union Texas Petroleum Holdinas. Inc. 

Maxus Enerav Corporation -- . 
Mitchell Energy & Development Corp. 
NERCO, Inc. 

-113.700 

-30,211 

14,139 

361,000 

7.200 
0 

108,200 4,900 

Vulcan Materials Company 197,698 -2,323 
Westmoreland Coal Company 163 0 

Induetfy total 

Motor vehicles 

$375,537 $362,977 

Chrysler Corporation $1.314.600 $358,600 
Dana Corporation 154,683 89,183 
Ford Motor Company 4,389,398 3,569,OOO 
Fruehauf Corporation -100,261 17,939 
General Motors Corporation 3,108,lOO 3,564,lOO l 

Navistar International Corporation 181,000 83,006 
PACCAR Inc 198,611 62,040 

lndurtw total S9.246.131 $7.743.862 

Paper and wood products 
Boise Cascade Corporation $359,777 $102,740 
Champion International Corporation 509,967 213,695 
Georgia-Pacific Corporation 733,000 0 
International Paper Companv 1,092,oOO @mo 
Weyerhaeuser Company 695,206 127,439 

Industry total $3,389,950 $508,874 
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U.S., Foretp, and Worldwide Effeethe Tu 
fatg by Indwtry Group and Company for 

Effective tax rate l xpmreed as a Percent 
Worldwide 

Income before 
tax 

158,070 
206,000 

Current U.S. 
tax expenee 

26,120 
38sloo 

Worldwide tax rate 
Foreign tax Worldwlde tax U.S. tax rate on Forelgn tax rate on worldwide 

expenee expenee U.S. lncomo on forolgn Incomo Income 
34,160 60,280 36.7 37.7 38.1 
29,400 67,400 35.5 29.7 32.7 

436,300 21,700 145,700 167,400 21.5 43.4 38.4 
166,510 34,058 28,267 62,325 34.7 41.3 37.4 

$725,122 $129,100 S260,095 $389,195 119.2% 42.2% 53.7% 

$94,559 $9,244 so $9,244 9.8% . 9.8% 

215.589 36.714 0 36.714 17.0 . 17.0 

-118,700 -31,300 8,500 -22,800 28.2" -109.P 19.r 
-106,500 -20,000 26,100 6,100 17.6' 362.5 -5.70 

14.139 264 0 264 1.9 0 1.9 
113.100 24.100 0 24.100 22.3 0.0 21.3 

330,789 2,675 227,328 230,003 -89 63.0 69.5 

195,375 63,966 5 63,971 32.4 -0.28 32.7 

163 -451 0 451 -276.7 0 -276.7 

$738,514 $85,212 $281,933 $347,145 22.7% 72.2% 47.0 % 

$1,673,200 $116,000 $18,ooO $134,000 8.8% 5.0% 8.0% 

243.866 20.952 39.344 60.296 13.5 44.1 24.7 

7,958,398 1,426,300 1,417,500 2,843,800 32.5 39.7 35.7 
-62,322 19,584 9,205 28,789 -19.5' 51.3 -35.0" 

6.672.200 1,641.600 907,300 2,548,900 52.8 25.5 38.2 b 

264,000 59,000 f3,ooO 67,000 32.6 9,6 25.4 
260,651 52,902 16,259 69,161 26.6 26.2 26.5 

$18,989,993 $3,338,338 $2,415,608 $5,751,946 36.1% 31.2% 33.9% 

$462,517 $79,716 $46,120 $125,836 22.2% 44.9% 27.2% 

723,662 41.671 77,061 118,732 8.2 36.1 16.4 
733,000 

1,157,000 

822,645 

$3,898,824 

222,000 0 222,m 30.3 b 30.3 

I 177,000 20,000 197,000 16.2 30.8 17.0 

160,800 4,100 164,900 23.1 3.2 20-o 

S681,187 $147,281 $828,468 20.1% 28.9% 21.2% 

(continued) 
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U.S., Foreign, and Worldwide Effective Tax 
R&M by Indtutq Group and Company ior 
1888 

Dollars in thousands 

Industry group/company 

Petroleum 

U.S. income Foreign Income 
before tax before tax 

Amerada Hess Corporation 
American Petrofina, incorporated 
Amoco Corporation 
Ashland Oil, Inc. 
Atlantic Richfield Company 
Chevron Corporation 
The Coastal Corporation 
Exxon Corporation 
Farmland Industries, Inc. 
Kerr-McGee Corporation 
Mobil Corporation 
Pennzoil Company 
Phillips Petroleum Company 
Shell Oil Company 
Sun Company, Inc. 
Texaco Inc. 
Unocal Corporation 
USX Corporation 

Industry total 

-$37,875 $186,254 
202,544 0 

2,512,OOO 731,000 
222,791 28,120 

2,417,OOO 239,000 
1,364,OOO 1,473,OOO 

217,900 31,506 
2,653,OOO 6,229,OOO 

50,990 0 
173,000 -22,000 

1,060,lOO 2,288,900 
-339,030 36,296 

495,000 597,000 
1,788,OOO 0 

-66,000 14,000 
344,000 2,012,oOO 

-277.000 292,000 
1,056,OOO -77,000 

$13,836,420 $14,059,070 

Pharmaceuticals 
American Home Products Corporation 
Bristol-Myers Squibb Company 
Johnson&Johnson 
Merck & Co., Inc. 
Pfizer Inc 

$1,037,500 $311,006 
’ 879,600 358,700 

466,000 917,000 
1,054,700 757,000 

432.800 632,300 
Industry total 

Retailing 

$3,870,600 $2,976,000 

American Stores Company 
Davton Hudson Corooration 

$186,166 $0 
433.000 0 

I 

Federated Department Stores, Inc. 484,782 0 
J.C. Penney Company, Inc. 1,i 17,000 0 
Kmart Corporation 1,058,000 105,000 
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U.&l., Forelgu, and Worldwide Effective Tax 
fa.a by Indumtry Group and Company for 

Effective tax rate exPressed as a percent 
Worldwide 

income before 
tax 

Currant U.S. 
tax expense 

Worldwide tax rate 
Foreign tax Worldwide tax U.S. tax rate on Foreign tax mte on worldwide 

expense expense U.S. income on foreign Income Income 

$148,379 $0 $55,052 $55,052 0.0% 29.6% 37.1% 
202,544 51,633 0 51,633 25.5 . 25.5 

3,243,OOO 748,000 326,000 1,074,OOO 29.8 44.6 33.1 
250,911 118,349 9,152 127,501 53.1 32.5 50.8 

2,656,OOO 734,000 107,000 841,000 30.4 44.8 31.7 
2,837,OOO 375,000 713,000 1,088,OOO 27.5 48.4 38.4 

249,400 28,000 0 28,000 12.8 0.0 11.2 
8,882,OOO 792,000 m%~ 3,458,OOO 29.9 42.8 38.9 

50,990 6,124 0 6,124 12.0 . 12.0 
151,000 66.ooo 11,000 77,000 38.2 -50-P 51.0 

3,349,ooo 489,000 1,247,ooO 1,736,OOO 46.1 54.5 51.8 
-302,734 55,359 288 55,647 -16.3“ 0.8 -18.4O 
1,092,oOO 77,000 314,000 391,000 15.6 52.6 35.8 
1,788,OOO 285,000 45,000 330,000 15.9 b 18.5 

-52,000 55,000 65,000 120,000 -83.3" 464.3 -230.8O 
2,356,OOO 139,000 865,000 1,004,000 40.4 43.0 42.6 

15,000 40,OOa 113,000 153,000 -14.46 38.7 1,020.o 
979,000 418,000 35,000 453,000 39.6 -45.58 46.3 

$27,895,490 $4,477,465 $6,671,492 $11,046,957 32.4% 46.7% 39.6% 

$1,348,500 $252,515 $176,704 $429,219 24.3% 56.8% 31.8% 6 
1,238.300 262.200 187.500 429.700 29.8 46.7 34.7 
1,383,OOO 28,000 394,006 422,000 6.0 43.0 30.5 
1,811,700 441,200 304,100 745,300 41.8 40.2 41.1 
1,065,lOO 151.900 144.000 295,900 35.1 22.8 27.8 

$6,646,600 Sl,136,616 $1 ,166,304 $2,322,119 29.3% 39.9% 33.9% 

$186.166 $118.642 $0 $118.642 63.7% l 63.7% 
433,000 175,ooo 0 175,000 40.4 . 40.4 
484,782 195,800 0 195,800 40.4 l 40.4 

1,117,OOO 
1,163,OOO 

380,000 
330,000 

0 
22,000 

380,000 
352,000 

34.0 
31.2 

. 
21.0 

34.0 
30.3 

(continued) 
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U.S., Foreign, and Worldwide Effective Tu 
$at&e by Indrrrtrg Oroup and Company for 

Dollars in thousands 

Industry group/company 
The Kroger Co. 

U.S. income Forelgn income 
before tax before tax 

39,272 0 
Safewav Inc. -124.500 111.700 . 
Sears, Roebuck and Co. 843,400 157,100 
The Southland Corporation -396,675 1,448 
Wal-Mart Stores, Inc. 1.025365 0 

lndustrv total $4.665.610 $376.246 

Rubber 
Ferro Corporation $15.133 $71,991 
The Goodyear Tire 81 Rubber Company 166;100 347,900 
Johnson Controls, Inc. 142,000 26,600 
Premark International, Inc. 67,800 126,000 
Rubbermaid, Incorporated 139.844 13,142 

lndustw total 5530.677 $585.633 

Soaps and cosmetics 

AT&T 

The Clorox Company 
Avon Products Inc. 

Colgate-Palmolive Company 
International Flavors & Fragrances Inc 
The Procter 81 Gamble Company 

Bell Atlantic Corporation 

Industry total 

Telecommunications 
American Information Technologies 

Corporation 

. . $23.400 
199,822 

5188.700 
0 

22,496 231,423 

-3,486,700 

36,129 170,389 

-6,300 
1,772,900 

1,179,ooo 429,000 

0 

$1,460,647 $1,019,512 

$1.747.500 $0 ’ 

BellSouth Corporation 2,276,600 0 

GTE Corporation 
Con&l Corporation 

Pacific Telesis Group 
1,441,369 

459.000 
319,619 

9.ooo 

1,713,091 -6,272 
Southwestern Bell Corooration 
United Telecommunications, Inc. 
US WEST, Inc. 

. 1.368.500 
120,585 

0 
0 

1,599,800 0 
lndustrv total $9.012.645 8316.047 
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U.S., Foreign, and Worldwide Eflective Tu 
Rater by 1Indumta-y Group and Company for 
1988 

Worldwlde 
Income before 

tax 
39,272 

-12,800 

Current U.S. 
tax expense 

-8,205 
16,559 

Effective tax rate expressed as a percent 
Worldwide tax rate 

Forelgn tax Worldwide tax U.S. tax rate on Foreign tax rate on worldwide 
expense expense U.S. Income on foreign income Income 

0 -8,205 -20.9 . -20.9 
51,050 67,609 -13.3a 45.7 -528.2" 

1,000,500 568,300 62.900 631,200 67.4 40.0 63.1 
-395.227 -49.450 2.556 -46.894 12.5' 176.5 11.9' .~ 
1,025,365 388,828 0 388,828 37.9 l 37.9 

$5,041,056 $2,115,474 $136,606 $2,253,960 45.3% 36.9% 44.7% 

$87,124 $10,048 $28,618 $38,666 66.4% 39.8% 44.4% 
514,000 27,000 194,200 221,200 16.3 55.8 43.0 
168.600 81,600 11,500 93,100 57.5 43.2 55.2 
193,800 3,ooo 46,600 49,600 4.4 37.0 25.6 
152,986 60,123 4,787 64,910 43.0 36.4 42.4 

$1,116,510 $161,771 $265,706 $467,476 34.2% 46.6% 41.9% 

$212,100 $38,200 $73,300 $111,500 163.2% 38.8% 52.6% 
199,822 61,762 1,673 63,435 30.9 b 31.7 
253,919 -35,077 107,260 72,183 -155.9 46.3 28.4 
206,518 13,822 62,772 76,594 38.3 36.8 37.1 

1,608,OOO 287,000 125,000 412,000 24.3 29.1 25.6 
$2,460,359 $365,707 $370,005 $735,712 25.0% 36.3% 29.7% 

$1,747,500 $556,600 $0 $556,600 31.9% . 31.9% 
-3,493,ooo 507,000 13,000 520,000 -14.58 -206.3" -14.9" 

1,772,900 454,900 0 454,900 25.7 . 25.7 
2,276,600 705,400 0 705,400 31.0 . 31.0 

466,000 139,ooQ 3,000 142,000 30.3 33.3 30.3 
1,760,988 237,019 191,661 428,680 16.4 60.0 24.3 
1,706,819 637,000 205 637,205 37.2 -3.38 37.3 
1,368,500 533,600 0 533,600 39.0 . 39.0 

120,585 " -129,217 
1,599,800 259,000 

$9,326,692 $3,900,302 

0 -129,217 -107.2 
0 259,000 16.2 

$207,666 $4,106,166 43.3% 

. 

. 
65.6% 

-107.2 
16.2 
44.0% 

(continued) 
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U.S., Foralga, and Worldwide Effeetk Tax 
llatea by bdrutry Group and Company for 
1988 

Dollars in thousands 

Industry group/company 

Tobacco 

U.S. Income Forelgn Income 
before tax before tax 

American Brands, Inc. $477.800 $473,600 
Lorillard, Inc. 
Philip Morris Companies Inc. 
Universal Corp. 

573,328 1,200 
2,976,OOO 560,OCO 

43,004 28,818 
Industrv total $4.070.132 S1.063.616 

Transportation - Airlines 
Alaska Air Group, Inc. 
AMR Corporation 

NWA Inc. 

Delta Air Lines, Inc. 
Midway Airlines, Inc. 

682,980 
$59,104 

206.934 

42,220 
$0 

0 

439,148 0 
6,713 0 

Pan Am Corporation -170,965 75,118 
Southwest Airlines Co. 83,180 0 
Trans World Airlines, Inc. 295,895 0 
UAL Corporation 908,283 0 
USAir Group, Inc. 251,265 0 

lndustrv total S2.762.517 $117,336 

Transportation - Railroads 
Burlinaton Northern Inc. $338.696 $0 

Santa Fe Pacific Corporation 

CSX Corporation 
Norfolk Southern Corporation 

-79,900 

231,700 

14,000 

0 
972,757 0 6 

Union Pacific Corporation 
Industry total 

Transportation - Trucking 

872,000 0 
$2,335,253 $14,000 

Carolina Freight Corporation $13,985 $0 
Federal Express Corporation 327,638 -30,525 
Roadwav Services, Inc. 113,983 0 
United Parcel Service of America, Inc. 1,027,050 0 
Yellow Freight System, Inc. of Delaware 100,958 0 

Industry total $1,563,614 -$30,525 
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U.S., For&n, and Worldwide Effective Tax 
E&M t lndmdry Group and Company for 
1888 

Effective tax rate eXDrO88Od as a Dercent 
Worldwlde 

Income before 
tax 

Current U.S. 
tax oxpense 

Worldwide tax rate 
Foreign tax Worldwldo tax U.S. tax rate on Foreign tax mte on worldwide 

expenw axpen U.S. Income on foreign Income Income 

$951,400 $227,OOil $118,100 $345,100 47.5% 24.9% 36.3% 
574,528 193,319 97 193,416 33.7 8.1 33.7 

3,536,OOO 935.ooo 402.000 1,337.oOO 31.4 71.8 37.8 
71,822 9,116 4,142 13,258 21.2 14.4 18.5 

$5,133,750 s1,364,435 $524,330 $1,666,774 33.5% 49.3% 36.6% 

$59,104 $27,377 so $27,377 46.3% . 46.3% 
725,200 153,400 l,ooO 154,400 22.5 2.4 21.3 
439,148 286,617 0 286,617 65.3 . 65.3 

6,713 2,773 0 2,773 41.3 . 41.3 
206,934 45,466 2,834 48,300 22.0 b 23.3 
-95,847 0 358 358 0.0 0.5 -0.4' 

83,160 19,751 0 19,751 23.8 . 23.8 
295,895 39,000 0 39,000 13.2 . 13.2 
908,283 340,982 0 340,982 37.5 . 37.5 
251,265 9aoocJ 0 90,ooo 35.8 . 35.8 

$2,6?9,655 $1,006,366 $4,192 $1,009,556 36.4% 3.6% 35.1% 

$338,696 $25,245 $0 $25,245 7.5% . 7.5% 
-65,900 -59,000 13,100 -45,900 73.aa 93.6 69.7’ 
972.757 185.426 0 185.426 19.1 . 19.1 
231,700 -2,100 0 -2,100 -0.9 . -0.9 
872,000 126,000 0 126,000 14.4 . 14.4 -_-_ 

s2,349,253 $276,571 $13,100 $266,671 11.6% 93.6% 12.3% 

$13,985 $2,846 so $2,846 20.4% l 20.4% 
297,113 81,929 0 81,929 25.0 0.0 27.6 --__ 
113,983 31,845 0 31,845 27.9 . 27.9 -- 

1,027,050 ~ 151,678 0 151,678 14.8 . 14.8 
100,958 20,373 

$1,553,069 $266,671 
0 

so 
20,373 

$266,671 
20.2 
16.2% 

. 
0.0% 

20.2 
16.6% 

(continued) 
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U.S., Foreign, md Worldwide Effeetlve Tu 
Entea by Indlutry Qroup urd Campany for 
1888 

Dollars in thousands 

lndurtry group/company 
U.S. Income Foreign Income 

before tax before tax 

Utilities (electric and aas w I 

American Electric Power Company, Inc. 
Commonwealth Edison Company 

$942,383 so 
1,120,401 0 

Consolidated Edison Company of New 
York, Inc. 900,402 0 

Entergy Corporation 724,167 0 
Pacific Gas & Electric Company -49,817 0 

SCEcorp 

Public Service Enterprise Group 
lncoroorated 

The Southern Company 
1,227,058 

752.058 
0 
0 

1,337.ooo 0 
Texas Utilities Company 863,555 0 

Industry total $7,617,207 so 

Wholesalers 
Alto Standard Corporation 
Avnet, Inc. 

$113,577 $12,403 
79,194 0 

Beraen Brunswia Corporation 52.580 0 
Fleming Companies, Inc. 106,136 0 
Genuine Parts Company 269,108 3,069 
National Intergroup, Inc. -45,211 0 
Super Valu Stores, Inc. 184,053 0 
SYSCO Corporation 122,354 0 
Wetterau Incorporated 56,112 0 

lndustrv total s937.903 515.472 ’ 
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U.S., Foreign, and Worldwide Effective Tax 
Rater by Indantry Group and Company ior 
1988 

Effective tax mte exprereed am a wrcent 
Worldwlde 

income before 
tax 

Current U.S. 
tax expenee 

Worldwlde tax rate 
Forelgn tax Worldwlde tax U.S. tax rate on Foreign tax reto on worldwlde 

expenee expenee U.S. Income on forelan Income Income 

$942,383 $161,529 so $161,529 17.1% . 17.1% 
1,120,401 110,797 0 110,797 9.9 . 9.9 

900,402 293,100 0 293,100 32.6 l 32.6 
724,167 17,144 0 17,144 2.4 . 2.4 
-49,817 133,864 0 133,864 -268.7' l -268.7a 

752.058 75,053 0 75.853 10.1 l 10.1 
1,227,058 241,917 0 241,917 19.7 . 19.7 
1,337,ooO 138,000 0 138,000 10.3 l 10.3 

863,555 140,489 0 140,489 16.3 b 16.3 
S7.617.207 S1.312.693 so S1.312.693 16.6% . 16.6% 

$125,980 $19,125 $5,107 $24,232 16.8% 41.2% 19.2% 
79,194 24,751 0 24,751 31.3 b 31.3 
52,580 17,865 0 17.865 34.0 . 34.0 

106,136 57,008 0 57,008 53.7 l 53.7 
272,177 86,238 1,534 87,772 32.0 50.0 32.2 
-45,211 300 2,460 2,760 -0.7' b -6.1” 

184,053 63,071 0 63,071 34.3 . 34.3 
122,354 40,291 0 40,291 32.9 . 32.9 
56,112 26,854 0 26,854 47.9 . 47.9 l 

$953,375 $335,503 S9,lOl $344,604 35.6% 66.6% 36.1% 
Note: “0” indicates that a rate was not computed because the company dld not earn any pretax 
income or pay any taxes. 

‘Rate shown is arlthmetlcally dlstorted due to a pretax accounting loss. 

bTaxes were paid or a refund was received although the company reported no income. 
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Appendix VIII 

U.S., Foreign, and Worldwide Effective Tax 
Rates by Industry Group and Company for 
1989 

Dollars in thousands 
,.. - -.. -. -. -_ _., 

lnduatry group/company 

Aerospace 

U.S. income Forelgn income 
before tax before tax 

Allied-Signal, Inc. $486,000 $233,006 
The Boeing Company 922,000 0 
General Dynamics Corporation 448,200 0 
Lockheed Corporation -60,000 20,000 
Martin Marietta Corporation 415,883 -130 
McDonnell Douglas Corporation -171,000 36,000 
Rockwell International Corporation 859,500 267,200 
United Technologies 

Industry total 
580,300 626,500 

$3,480,883 $1 ,162,570 

Beverages 

The Coca-Cola Company 

Adolph Coors Company 
Anheuser-Busch Companies, Inc. 
Brown-Forman Corporation 

PepsiCo, Inc. 
Industry total 

Broadcasting 
Capital Cities/ABC, Inc. 

$20,054 $0 
1,163,400 0 

510,499 1,257,104 
805,400 

180,024 

507,100 

33,878 

$2,679,377 $1,798,062 

$776,027 $0 
CBS Inc, 438,000 0 
MCA Inc. 255,500 104,100 l 

Turner Broadcasting System, Inc. 55,725 0 
lndustrv total $1 S25.252 $104,100 

Chemicals 

W.R. Grace 81 Co. 

American Cyanamid Company 
The Dow Chemical Company 

Industry total 

E. I. du Pont de Nemours and Company 
Monsanto Company 
Union Carbide Corporation 

$180,800 $260,900 
2,028,OOO 1,824,OOO 
2,410,OOO 1,861,OOO 

552,000 445,000 

144,500 227,400 
$5,905,300 $4,880,300 

590.000 262.000 
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U.&L, For&n, and WorldwIde Effective Tax 
PItea by Indtutry Group and Compury for 
1989 

Worldwide 
income before 

tax 
Current U.S. 
tax exDBn8e 

Effective tax rate exprerrred es a percent 
Worldwide tax rate 

Foreign tax Worldwide tax U.S. tax mte on Foreign tax rate on worldwide 
exwnrr, exDen8e U.S. income on foreian income income 

$719,000 $78,000 $77,000 $155,000 16.0% 33.0% 21.6% 
922,000 512,000 0 512.000 55.5 . 55.5 
448,200 220,200 0 220,200 49.1 . 49.1 
-40,000 201,000 8,ooO 209,000 -3350 40.0 -522.5' 
415.753 109,400 0 109,400 26.3 0.0 26.3 

-135,000 38,000 0 38.000 -22.2n 0.0 -28.1a 
1,126,700 327,500 118,100 445,600 38.1 44.2 39.5 
1,206,800 165,200 247,800 413,000 28.5 39.6 34.2 

$4,683,453 $1,651,300 $450,900 $2,102,200 47.4% 38.1% 45.1% 

$20,054 $23,826 $0 $23,826 118.8% l 118.8% 
1,163,400 293,700 0 293.700 25.2 . 25.2 

213,902 53,909 4,296 58,205 29.9 12.7 27.2 
1,767,603 122,911 393,380 516,291 24.1 31.3 29.2 
1.312,500 221,700 89.500 311.200 27.5 17.6 23.7 

$4,477,459 $718,046 $487,176 $1,203,222 26.7% 27.1% 26.9% 

$776,027 $317,400 $0 $317,400 40.9% . 40.9% 
438.000 116.100 0 116.100 26.5 . 26.5 

359,600 56,700 35,500 92,200 22.2 34.1 25.6 
55,725 0 3,181 3,181 0.0 b 5.7 

$1,629,352 $490,200 $38,681 $528,881 32.1% 37.2% 32.5% 

$441,700 $78,900 $95,800 $174,700 43.6% 36.7% 39.6% 
3,852,OOO 701,000 684,000 1,385,OOO 34.6 37.5 36.0 
4.271,OOO 449,000 1.188,OOO 1,637,OOO 18.6 63.8 38.3 

997.ooo 138.000 142.000 280.000 25.0 31.9 28.1 
852,000 80,000 127,000 207,000 13.6 48.5 24.3 
371.900 32.300 88,800 121.100 22.4 39.1 32.6 

$10.785.800 $1.479.200 92.325800 93.804.800 25.0% 47.7% 35.3% 
(continued) 
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U.S., For&n, and Worldwide Effecthe Tax 
Eatea by Indmtxy Group and Company for 
1989 

Dollars In thousands 

lndustw aroudcomPanv 
U.S. income Foreign income 

before tax before tax 

Computers and off ice equipment 
Apple Computer, Inc. $339,910 $367,000 
Control Data Corporation 

NCR Corporation 

Digital Equipment Corporation 

Unlsys Corporation 
Wana Laboratories, 

Hewlett-Packard Company 

Inc. 

International Business Machines 
Corporation 

-598,200 

155,000 

-72,200 

571,000 
-644,800 

512,580 890,377 

87,400 

407,000 

-187,100 

719,000 

-77,800 

-958,000 7.496.000 

industrv total -9973.610 $9.980.777 

Construction 
Centex Corporation $57,566 $0 
Fluor Corporation 85,908 77,899 
Halliburton Company 122,400 116,400 
Morrison Knudsen Corporation 44,088 3,935 
PHM Corporation 47,841 0 
The Turner Corporation 4,007 353 

lndu8tw total $361.810 $198,587 

Electronics and appliances 

General Electric Company 

North American Phillips Corporation 

Emerson Electric Co. 

Honeywell Inc. 

Raytheon Company 
Texas Instruments Incorporated 

Motorola Inc. 

4,825,OOO 

-224,290 

$685,700 
773,000 

32,200 

$221,000 

456,600 

743,990 

177,500 l 

13,673 
300,300 

309,ooo 304,000 

50,000 
TRW Inc. 198.000 190,000 
Westinghouse Electric Corporation 1,067,OOO 156,000 

industry total $8,361,390 $1,917,373 

Financial institutions 
Bank of Boston Corporation 
Bank of New England Corporation 

$12,551 $87,929 
-1,357,255 5,300 
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Appendix vm 
U.B., Fomlgn, md Worldwide Effective Tax 
Rat80 by Indlutry Qroup and Company for 
1BBB 

Worldwlde 
Income before 

tax 
Current U.S. 
tax exDonee 

Effective tax rate expressed ae a percent 
Worldwide tax rate 

Foreign tax Worldwlde tax U.S. tax rate on Forelgn tax rate on worldwlde 
exwnw expenee U.S. Income on forelan Income Income 

$706,910 $141,648 $44,271 $185,919 41.7% 12.1% 26.3% 
-670,400 1,500 16,200 17,700 -0.3' -22.4' -2.6a 
1,402,957 136,331 211.652 347.983 26.6 23.8 24.8 
1,126,OOO 70,000 233,000 303,000 17.2 32.4 26.9 

6,538,OOO 476,000 3,025,OOO 3,501,oOO -49.7a 40.4 53.5 
726,000 67.000 238,000 305.000 43.2 41.7 42.0 

-557,400 38,500 45,700 84,200 -6.08 52.3 -15.18 
-264,900 0 55,700 55,700 0.0 -71.6a -21.08 

$9,007,167 $930,979 $3,669,523 $4,600,502 -Q5.6%a 36.6% 53.3% 

$57,566 $25,192 $0 $25,192 43.8% . 43.8% 
163,807 58.820 7,976 66,796 68.5 10.2 40.8 
238,800 57,200 80,200 137,400 46.7 68.9 57.5 

48,023 -11,677 891 -10,986 -26.9 22.6 -22.9 
47,841 210 0 210 0.4 . 0.4 

4,360 40 141 181 1.0 39.9 4.2 
$560,397 $129,585 $89,208 $218,793 35.8% 44.9% 39.0% 

$906,700 $249,300 $89,000 $338,300 36.4% 40.3% 37.3% 
5,598,OoO 1,030,000 288.000 1,318,OOO 21.3 37.3 23.5 

634,100 183.200 54.700 237.900 40,l 30.8 37.5 
613.000 117.000 29.000 146.000 37.9 9.5 23.8 

-192,om -16,000 3,100 -12,900 7.1a 9.6 6.7a 
757,663 324,249 7,700 331,949 43.6 56.3 43.8 
350.300 102.300 43.000 145.300 34.1 86.0 41.5 
388,000 17,000 82,000 99,000 8.6 43.2 25.5 

1,223,OOO 241,000 103,000 344,000 22.6 66.0 28.1 
$10,278,763 $2,248,049 $699,500 $2,047,549 26.9% 36.5% 28.7% 

$100,480 -$24,584 
-1,351,955 -75,637 

$87,840 
1,854 

$63,256 
-73,783 

-195.9% 
5.6" 

99.9% 
35.0 

63.0% 
5.5' 

(continued) 
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Appendix VIll 
U.S., Foreign, tnd WorldwIde Effettivt Tax 
Ett.ao by Induttry Growp md Comptny for 
lBS9 

Dollars in thousands 

lndurtry group/company 
Bar&America Corporation 

U.S. Income Foreign income 
before tax before tax 
1,674,OOO -395,000 

Bankers Trust New York Corporation -1.306,600 476.800 
The Chase Manhattan Corporation 607,000 -1 ,OQ5,000 
Chemical Banking Corporation 134,700 -610,900 
Citicorp 1,035,000 427,000 
Continental Bank Corporation 269.400 25,600 
First Bank System, inc. -12,000 6,300 
First Chicago Corporation 657,900 -188,000 
First interstate Bancorp -141,854 0 
J.P. Morgan & Co. incorporated 

Mellon Bank Corporation 

Manufacturers Hanover Corporation 
Marine Midland Banks, inc. 

316,000 

495,000 -1,651,OOO 

-117,000 

-547,000 164,000 
-6,942 13,144 

Security Pacific Corporation 

NCNB Corporation 

Wells Fargo & Company 

Notwest Corporation 

induetry total 

PNC Financial Corp 

Food processing 
Borden, inc. 

1,046,900 

467,557 

55,600 

35,067 

1,004,400 

297,200 

-132,400 

0 

$5,240,87Q 

594,922 

-$3,006,442 

-113,882 

-$145,159 $144,007 
Campbell Soup Company 180,600 -95,000 
ConAgra, inc. 295,950 -37 
CPC international inc. 238,300 310,500 1, 

The Quaker Oats Companv 

General Mills. inc. 
Kellogg Company 
Occidental Petroleum Corporation 
Philip Morris Companies inc. 

458,600 
441,500 

210,600 

206,900 

103,803 

35,400 

283,000 144,000 
3,798,OOO 978,000 

RJR Nabisco, inc. -293,000 332,000 
Sara Lee Corporation 347,640 278,717 
Chiauita Brands international, inc. 15,259 93,808 
Whitman Corporation 

Industry total 
285,800 69,800 

$6,117,0QO $2,601,895 
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Appendix VfIx 
U.&, Foreign, and Worldwide Effective Tax 
Batto by Industry Group md Company for 
1988 

Effective tax rate expressed as a percent 
Worldwide 

Income before 
tax 

1,279,OOO 

Current U.S. 
tax expenee 

249,000 

Worldwide tax rate 
Forelgn tax Worldwlde tax U.S. tax rate on Foreign tax rate on worldwide 

expenee expenrcr U.S. Income on foreign Income Income 
81,000 330,000 14.9 -20.5a 25.8 

-829,800 6,100 45,200 51,300 -0.58 9.5 -6.28 
-488,000 11,000 115,000 128,000 1.8 -10.58 -25.aa 
-476,200 -31,800 41,200 9,400 -23.6 -6.7a -2.08 
1,462,OOCI 104,000 795,000 899,000 10.0 186.2 61.5 ' 

295,000 10,600 6,ooO 16,600 3.9 23.4 5.6 
-5,700 0 1,400 1,400 0.0 22.2 -24.6a 

469,900 63,600 16,300 79,900 9.7 -8.7a 17.0 
-141,854 -13,385 23,445 10,060 9.4a b -7.1' 

-1,156,OOO -15,000 105,000 Qomo -3.0 -6.4' -7.8' 
-383,000 164,000 67,000 231,000 -30.08 40.9 -60.3' 

6,202 2,231 5,084 7,315 -32.1a 38.7 117.9 
199.ooO 18.000 6.000 24.000 5.7 -5.1" 12.1 , 

502,624 125,728 4,198 129,926 26.9 12.0 25.8 
297,200 93,200 400 93,600 31.4 b 31.5 
481.040 96.675 3.218 99.893 1603 -2.aa 20.8 .~ 

1,102,500 173,700 39,300 213,000 16.6 70.7 19,3 
872,000 478,900 1,600 480,500 47.7 -1.2' 55.1 

$2.234.437 Sl.436.328 $1.446.039 S2.882.367 27.4% -48.1%a 129.0% 

-$1,152 $76,800 $65,100 $141,900 -52.9%8 45.2% -12317.7%a 
85,600 118,800 25,000 143,800 65.8 -26.3' 168.0 

295,913 81,639 7,722 89,361 27.6 -20870.3a 30.2 
t 

548,800 77,500 127,300 204,800 32.5 41.0 37.3 
494,000 145,300 9,300 154,600 31.7 26.3 31.3 
648,400 163,200 57,200 220,400 37.0 27.6 34.0 
427,000 73,000 40,000 113,000 25.8 27.8 26.5 

4,776,OOO 1,089,OOO 370,000 1,459,OOO 28.7 37.8 30.5 
314,400 31,700 37,900 69,600 15.1 36.5 22.1 

39,000 -180,ooO 111,000 -69,000 61.4" 33.4 -176.9 
626,357 89,336 78,510 167,846 25.7 28.2 26.8 
109,067 17,403 20,013 37,416 114.1 21.3 34.3 
355.600 66,500 21.600 88,100 23.3 30.9 24.8 

$8.718.Q85 $1.850.178 s970.645 S2.820.823 30.2% 37.3% 32.4% 
(continued) 
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U&, Fore&~, and Worldwtde Eficeetiva Tu 
Rater by Indumtry Group and Compu~y for 
1868 

Dollars in thousands 

lndurtw aroudcomwmv 
U.S. income Foreign income 

before tax before tax 

Glass, concrete, abrasives, and gypsum 

Manville Corporation 
American Standard Inc. 

Owens-Corning Fiberglas Corporation 
Owens-Illinois, Inc. 

-$179,300 $175.200 

-23,000 

123,245 126,027 

58,000 
-$40,155 

156,000 

$552,627 

97,000 
-117,100 96,400 

USG Corporation 
Industry total 

Instrument companies 
Baxter International Inc. $425.000 $167.000 
Eastman Kodak Company 59,000 847,006 
Minnesota Mining and Manufacturing 

Company 1,120.000 916,000 

Industry total 

Polaroid Corporation 

Investment comoanies 

Xerox Corporation 
$2,219,100 

58,100 

$2,723,800 

150,800 
557,000 643,000 

Aetna Life and Casualty Company $833,700 -$13,700 
American Express Company 1,165,OOO 288,000 
Federal National Mortgage Association 1,104,000 0 
Merrill Lynch & Co., Inc. -256,928 73,600 
Salomon Inc 

Industry total 
65,000 675,000 

$2,910,772 $1,022,900 b 

Bethlehem Steel Corporation 

Metal manufacturing 
Aluminum Company of America 
Armco Inc. 

237.200 17,500 

$626,100 $1,539,700 
146,400 50,300 

Inland Steel Industries. Inc. 
LlV Corporation 
Revnolds Metals Companv 

. 166.922 
277,700 

2584 
3,600 

360,200 388,806 
lndustrv total 91.814.522 S2.002.484 

Metal products 
Crown Cork & Seal Company, Inc. $56,975 $87,800 
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U.B., For&n, end Worldwtde EfWttw Tu 
l&tea by ludumy Group and Computy ior 
1989 

Worldwide 
Income before 

tax 
Current U.S. 
tax exmnee 

Effoctlvo tax rate oxprerti a8 a percent 
Worldwide tex rate 

Foreign tax Worldwlde tax U.S. tax rate on Forelgn tax rete on worldwlde 
exwnee exwnee U.S. Income on forelan income Income 

-$4,100 $10,900 $38,100 $49,ooo -6.1%8 21.7% -1195.1%a 
249,272 45,484 49,782 95,266 36.9 39.5 38.2 
253,000 46,000 48,000 94,000 29.5 49.5 37.2 
-20,700 -12,200 37,400 25,200 10.4a 38.8 -121.7' 

35,000 -23,000 21,000 -2,000 1OO.oa 36.2 -5.7 
5512.472 S67.184 SlQ4.282 S261.466 -1 67.3%a 35.2% 51.0% 

$592,oQo $104,000 $33,000 $137,000 24.5% 19.8% 23.1% 
Qwwo 87,000 290,000 377,000 147.5 34.2 41.6 

2,036,OOO 388,000 433,000 821,000 34.6 47,3 40.3 
208,900 8,100 63,800 71,900 13.9 42.3 34.4 

1,200,OOO 120,000 135,000 255,OOQ 21.5 21.0 21.3 
$4,942,900 $707,100 $954,800 $1,661,900 31 .Q% 35.1% 33.6% 

$820,000 $196,100 $27,100 $223,200 23.5% -197.8%a 27.2% 
1.453.000 280.000 101.000 381.000 24.0 35.1 26.2 . 
1,104,OOO 358,000 0 358,000 32.4 . 32.4 
-183,328 38,778 43.182 81,960 -15.18 58.7 -44.7' 

740,000 57,000 93,000 150,000 87.7 13.8 20.3 
$3,933,672 $929,878 $264,262 $l,lQ4,160 31 .Q% 25.8% 30.4% 6 

$2,165,600 $212,400 $446,OQO $658,400 33.9% 29.0% 30.4% 
196,700 50,200 9,500 59,700 34.3 18.9 30.4 
254.700 77,900 0 77,900 32.8 0.0 30.6 
169,506 49,800 6 49,806 29.8 0.2 29.4 
281,300 87,200 0 87,200 31.4 0.0 31.0 
749,000 34,600 43,900 78,500 9.6 11.3 10.5 

$3,817,006 $512,100 $4QQ,406 $1,011,506 28.2% 24.9% 26.5% 

$144,775 $19,927 $22,905 $42,832 35.0% 26.1% 29.6% 
(continued) 
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US., For&t, and Worldwide Effective Tax 
PItsl by lndamtry Group and Comprny for 
1962 

Dollars in thousands 

lnduetry group/company 
The Gillette Company 

U.S. income Foreign Income 
before tax before tax 

117,000 346,706 
Illinois Tool Works Inc. 138.092 119.802 
Masco Corporation 253,170 65,470 
The Stanley Works 122,300 64,300 

Induetry total $667,637 $684,072 

Mining 

NERCO, Inc. 

ASARCO Incorporated 
The Louisiana Land and Exploration 

Company 
Maxus Energy Corporation 
Mitchell Energy & Development Corp. 

$2 11,037 $80,900 

87,400 

60,800 

6,600 

8,300 
-14,900 29,300 

1,429 0 

Oryx Energy Company 81,000 0 
Union Texas Petroleum Holdings, Inc. -14,687 258,000 
Vulcan Materials Company 
Westmoreland Coal Company 

Dana Corporation 

Industry total 

Motor vehicles 
Chrysler Corporation 

194,837 

87.151 

13,587 

134,893 

-2,957 
0 

$620,503 $360,143 

$266,000 $273,006 

-~ Eaton Corporation 
Ford Motor Company 
General Motors Corporation 
Navistar International Corporation 
PACCAR Inc 

Industry total 

Paper and wood products 
Boise Cascade Corporation 

228,400 99,400 
2,256,lOO 3,192,600 
2,673,699 3,431,oOo . 

69,000 19,000 
289,43 1 61,745 

$6,069,761 $7,211,636 

8347,866 $72,090 
Champion International Corporation 471,879 242,312 
Georgia-Pacific Corporation 1,030,000 0 
International Paper Company 1,229,ooo woo0 
Weverhaeuser Companv 321.499 164,372 

lndurtrv total $3.400.244 5576.774 
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U.S., For&n, and Worldwide Effective Tu 
btee by Indmtry Group and Compuay for 
1989 

Worldwide 
Income before 

tax 
463,700 
257,694 
318,640 
186,600 

$1,371,606 

Current U.S. 
tax expense 

39,900 
46,217 
74,320 
33,500 

$213,664 

Effective tax rate expressed aa a percent 
Worldwlde tax rate 

Fomlgn tax Worldwlde tax U.S. tax mte on Foreign tax rate on worldwide 
expenw expenw U.S. Income on foreign Income Income 
123,500 163,400 34.1 35.6 35.2 
47,629 94,046 33.5 39.9 36.5 
18,470 92,790 29.4 26.2 29.1 
24,800 58,300 27.4 38.6 31.2 / 

$237,504 $451,366 31.1% 34.7% 32.9% 

$291,937 $40,500 $6,471 $46,971 19.2% 8.0% 16.1% 

69.100 26,200 2,100 28,300 43.1 25.3 41.0 
14,400 13,700 51,000 64,700 -91.8 174.1 449.3 

1,429 791 0 791 55.4 . 55.4 
94.ooo 16,300 0 16,300 18.6 0.0 17.3 
81,000 23,000 0 23,000 28.4 . 26.4 

243,313 6,704 62,181 66,665 -45.6' 24.1 28.3 
191,880 61,093 180 61,273 31.4 -6.1. 31.9 

13,587 1,434 0 1,434 10.6 l 10.6 
$1,000,646 $169,722 $121,932 $311,654 30.6% 32.1% 31.1% 

$539,ooo $333,000 $25,000 $358,000 125.2% 9.2% 66.4% 
222,044 23,210 52,971 76,181 26.6 39.3 34.3 
327,800 71,500 44,700 116,200 31.3 45.0 35.4 

5,448,700 745,700 1,250,OOO 1,995,700 33.1 39.2 36.6 
6,304,699 1,017,OOO 1,401,OOO 2,418,OOO 35.4 40.8 36.4 L 

88.000 26.000 6.000 32,000 37.7 31.6 36.4 
351,176 100,984 15,462 116,446 34.9 25.0 33.2 

$13,261,419 $2,317,3&l $2,795,133 $5,112,527 36.2% 38.8% 36.5% 

$419,956 $91,458 
714,191 53,031 

1,030,000 316,000 
1,327,OOO ,332,OOO 

485,871 191,900 

$3,977,018 $984,389 

$24,692 $116,350 
80,475 133,506 

0 316,000 
35,000 367,000 

4,200 196,100 
$144,567 $1 ,126,956 

26.3% 34.5% 
11.2 33.2 
30.7 . 
27.0 35.7 
59.7 2.6 
29.0% 25.1% 

27.7% 
18.7 
30.7 
27.7 
40.4 
20.4% 

(continued) 
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UJJ., Foreign, and Worldwide Effective Tu 
%a by Indumtsy Group and Company for 

Dollars in thousands 

Induotry group/company 

Petroleum 

U.S. Income Forelgn Income 
before tax before tax 

Ashland Oil, Inc. 

Amerada Hess Corporation 
American Petrofina, Incorporated 
Amoco Corporation 

$372.632 

66.593 

$143.976 

43.992 

. 
141,199 0 

1,741,oOO 870,000 

Atlantic Richfield Company 

CITGO Petroleum Corporation 
Chevron Corporation 

2,647,OOO 

232.118 

331,000 

0 
-635,000 1,861,OOO 

The Coastal Corooration 217.800 56.500 . 
213,000 5,077,oOO Exxon Corporation 

Kerr-McGee Corporation 182,000 17,009 
Mobil Corporation 977,000 2.717.000 

Johnson&Johnson 

Sun Company, Inc. 

USX Corporation 

Pennzoil Company 

Texaco Inc. 
Unocal Corporation 

Industry total 

Merck & Co., Inc. 

Phillips Petroleum Company 

Pharmaceuticals 

Shell Oil Company 

American Home Products Corporation 
Bristol-Mvers Sauibb Company 

366,973 

95,000 

-10,761 

103,000 
-324,009 

-141,000 

3,341,ooo 

663,000 
1.986.000 0 

1,198,OOO 

502,000 1,002,000 

130,000 
208.000 

$9,566,315 

1,499,400 

351.000 

$15,694,709 

709,600 

$1,068,000 $346,300 
880.000 336,000 ’ 

Pfizer Inc 314,200 585,000 
Industrv total $4.263.600 $2.978.900 

Retailing 
American Stores Company 
Dayton Hudson Corporation 
Federated Department Stores, Inc. 

$224,815 $0 
632,000 0 

-437,312 0 
J.C. Penney Company, Inc. 1,086,000 0 
Kmart Corporation 368,000 89,000 
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U.S., Foreign, and Worldwide Effective Tax 
Ream by Indumtry Group and Chnpany for 
1999 

Effective tax rate expressed es a percent 
Worldwide 

Income before 
tax 

Current U.S. 
tax expenw 

Worldwide tax rate 
Forelgn tax Worldwide tax U.S. tax rate on Forelgn tax rate on worldwide 

expenu expense U.S. Income on foreign Income Income 

$516.610 $132.878 $52,362 $185,240 35.7% 36.4% 35.9% 
141,199 26,901 0 26,901 19.1 . 19.1 

2,611,OOO 691,000 333,000 1,024,OOO 39.7 38.3 39.2 
132,565 24,280 7,890 32,170 27.4 17.9 24.3 

2,978,OOO 1.074,000 116,000 1,190,000 40.6 35.0 40.0 
1,226,OOO 248,000 1,152,OOO 1,400,oOO -39.10 61.9 114.2 

232,118 39,481 0 39,481 17.0 . 17.0 
274,300 11,000 0 11,000 5.1 0.0 4.0 

5.2QO.000 318.000 2.lQ4.000 2.512.000 149.3 43.2 47.5 
199,000 60,ow 23,000 83,000 33.0 135.3 41.7 

3,694,OOO 248,000 1,615,OOO 1,863,OOO 25.4 59.4 50.4 
356,212 71.583 -236 71.345 19.5 2.2' 20.0 
522,000 59,000 374,000 433,000 -41.a8 56.4 83.0 

1,986,OOO 413,000 83,000 4Q6,OOO 20.8 b 25.0 
198,000 33,000 66,000 101,000 34.7 66.0 51.0 

3,017,oOO 163,000 832,000 995,000 -50.38 24.9 33.0 
559,000 26,000 146,000 172,000 12.5 41.6 30.8 

1.328.000 429.000 20.000 449.000 35.8 15.4 33.6 
$25,261,024 $4,068,123 $7,016,014 $11,084,137 42.5% 44.7% 43.9% 

$1,414,300 $283,810 $189,719 $473,529 26.6% 54.8% 33.5% 
l,$?lS,OOO 457,000 236,000 693,000 51.9 70.2 57.0 
1 .s04,000 30.000 404,000 434,000 6.0 40.3 28.9 
2,209,ooo 476,300 303,200 779,500 31.8 42.7 35.3 

!99,200 90,800 151,000 241,800 28.9 25.6 26.9 
S7,242,500 $1,337,910 $1,283,919 $2,621,629 31.4% 43.1% 36.2% 

$224,815 $132,942 so $132,942 59.1% . 59.1% 
632,000 231.000 0 231.000 36.6 . 36.6 

-437,312 *-50,100 0 -50,100 11.5a . 11.5' 
1,086,000 431,000 0 431,000 39.7 . 39.7 

457.Om 287.000 17.000 304.000 78.0 19.1 66.5 
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Appendix VIII 
U.S.. Foreh. and Worldwide Effective Tax 
I&t& by I&dry Group uid Company for 
1989 

Dollars in thousands 

Industry group/company 
The Krooer Co. 

U.S. Income Forelgn Income 
before tax before tax 

-17,732 0 
Safeway Inc. -26,100 116,300 
Sears, Roebuck and Co. 1,581,200 198,000 
The Southland Corporation -1,333,240 3,130 
Wal-Mart Stores, Inc. 1,266.417 0 

lnduetrv total $3.344.048 $406.430 

Rubber 
Cooper Tire & Rubber Companv $88,544 $0 
The Goodyear Tire & Rubber Company 

Rubbermaid, Incorporated 
lndustrv total 

Premark International, Inc. 
Ravchem Corporation 

168,806 

159,400 302,700 

13,895 
$430.660 

34,900 

$505.982 

106,000 
-20,990 63,367 

Soaps and cosmetics 
Avon Products Inc. $54.800 $229.100 
The Clorox Company 
Colaate-Palmolive Companv 

. 
217,017 0 
152,070 293,219 

International Flavors & Fragrances Inc 
The Procter & Gamble Company 

48,209 171,440 
1,303,000 594,ooo 

Industry total $1,775,096 $1,267,759 

Telecommunications 

BellSouth Corooration 

American Information Technologies 
Corporation 

AT&T 
Bell Atlantic Corporation 

2.320,400 0 

6 
$1,715,700 $0 

3,766,200 31,800 
1,469,300 0 

Southwestern Bell Corporation 

Contel Corporation 

United Telecommunications, Inc. 

GTE Corporation 

US WEST, Inc. 

Pacific Telesis Group 
1,446,800 

372,000 21,000 

0 

1,602,350 

513,000 

401,320 

0 
1,536,lOO 

1,820,297 -7,637 

0 
Industry total $16,562,147 $446,283 
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U& For&n, and WorldwIde Effective Tu 
Ba&s by Indwtry &oup and Cornpew for 

Worldwide 
income before 

tax 
-17.732 

Current U.S. 
tax expenee 

-25.162 

Effective tax rate expressed as a percent 
Worldwide tax rate 

Foreign tax Worldwide tax U.S. tax rate on Foreign tax rate on worldwide 
expenee expenee U.S. income on foreign income income 

0 -25.162 1419 l 141.96 

90,200 6,300 69,900 76,200 -24.1a 60.1 04.5 
1,779,2w 464,000 76,200 540,200 29.3 36.5 30.4 

-1,330,llO -15,391 5,557 -9,834 1.2a 177.5 o.7a 
1,266,417 414,966 0 414,966 32.8 . 32.8 

$3,750,478 $1,878,858 $188,857 $2,045,212 56.1% 41 .J% 54.5% 

$88,544 $27,503 $0 $27,503 31.1% . 31.1% 
462,100 26,200 208,300 234,500 16.4 68.8 50.7 
140,900 14,400 44,400 58,800 41.3 41.9 41.7 
62,397 -1,743 30,880 29,137 8.38 37.0 46.7 

182.701 62,462 6,373 68,835 37.0 45.9 37.7 
5938.642 S128.822 $289.958 $418.775 29.9% 57.3% 44.7% 

$283,900 $12,800 $113,500 $126,300 23.4% 49.5% 44.5% 
217,017 64,990 3,359 68,349 29.9 b 31.5 
445,289 16,980 125,937 142,917 11.2 42.9 32.1 
219,649 21,520 59,680 81,200 44.6 34.8 37.0 

1,897,OOO 508,000 196,000 704,000 39.0 33.0 37.1 
S&082,855 $824,290 $498,478 $1 ,122,788 35.2% 38.7% 36.7% 

$1,715,7W $559,800 $0 $559,800 32.6% . 32.6% 
3.798.000 481.000 16.000 497.ow 12.8 50.3 13.1 . 
1,469,3W 306,700 0 306,700 20.9 . 20.9 
2,320,4W 719,100 0 719,100 31.0 . 31.0 

393.ow 132.000 5.000 137.000 35.5 23.8 34.9 
2,003,670 569,737 151,943 721,680 35.6 37.9 36.0 
1,812,460 563,wo 616 563,616 30.9 -7-P 31.1 
1,446,8W 486,400 0 486,400 33.6 . 33.6 

513,000 41,900 0 41,900 8.2 . 8.2 
1,536,lW 233,300 0 233,300 15.2 . 15.2 

$17,008,430 Ss,QQ2,937 $173,569 $4,288,4Q6 24.7% 38.9% 25.1% 
(continued) 
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Appendix VIII 
U.S., Fore&n, and Worldwide Effective Tax 
BMee by InduMry Group and Company for 
1989 

Dollars in thousands 

indwtty group/company 

Tobacco 

U.S. income Foreign income 
before tax before tax 

American Brands, Inc. $556,300 $470,500 
Lorillard, Inc. 571,938 1,200 
Universal Corp. 27,613 45,113 

indurrtrv total Sl.15S.851 $518.813 

Transportation - Airlines 
Alaska Air Group, Inc. $65.528 $0 
AMR Corooration 656.759 44.541 
Delta Air Lines, Inc. 667,649 0 
Midway Airlines, Inc. -20,873 0 
Pan Am Corooration -189.690 -261.884 
Southwest Airlines Co. 107,967 0 
Texas Air Corporation -885,628 0 
Trans World Airlines, Inc. -300.239 0 
UAL Corporation 504,068 0 
USAir Group, Inc. -78,361 0 

lndustrv total $527,180 -$217,343 

Transportation - Railroads 
Burlinaton Northern Inc. $379,650 $0 
CSX Corporation 635,400 44,000 
Norfolk Southern Corporation 902,857 0 
Santa Fe Pacific Corporation -301,300 O A 
Union Pacific Corporation 893,000 0 

indurtry total $2,509,807 $44,000 

Transportation - Truckina 
Carolina Freight Corporation $790 $0 
Federal Express Corporation 288,714 0 
Roadway Services, Inc. 143,423 0 
United Parcel Service of America, Inc. 1.137.307 0 
Yellow Freight System, Inc. of Delaware 22,441 0 

industry total $1,592,875 SO 
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U.S., Fore&a, lad Worldwide Effwtive Tu 
Betoe by Iudwtry Group and Caanpany for 
lS8@ 

Effective tax mte exprereed as a percent 
Worldwide 

income before 
tax 

Current U.S. 
tax expenee 

Worldwide tax rate 
Foreign tax Worldwide tax U.S. tax mte on Foreign tax mte on worldwide 

expenee expenee U.S. Income on foreign income income 

$1,026,8W $289,500 $153,000 $442,500 52.0% 32.5% 43.1% 
573,138 172,564 313 172,877 30.2 26.1 30.2 

72,726 7,656 7,036 14,892 27.7 15.6' 20.2 
$1,872,664 $469,720 $180,349 $830,089 40.8% 31.Q% 37.7% 

$65,528 $26,599 $0 $26,599 40.6% . 40.6% 
701.3w 110,800 800 111.600 16.9 1.8 15.9 
667,649 258,522 0 258,522 38.7 . 38.7 
-20,873 423 0 423 -20 b -2.06 

-451.574 0 275 275 0.0 -0.1' -0.1' 
107,967 19,388 0 19,388 18.0 . 18.0 

-885,628 0 0 0 0.0 . 0.0 
-300,239 -11,300 0 -11,300 3.8a 0 3.8O 

504,068 222,204 0 222,204 44.1 0 44.1 
-76.361 -45.105 0 -45.105 57.6a b 57.6a 

$309,837 $581,531 $1,075 $582,606 110.3% -03%’ 188.0% 

$379.650 $67.823 $0 $67.823 17.9% . 17.9% . 
679,400 25,000 14,400 39,400 3.9 32.7 5.8 
902,857 196,394 0 196,394 21.8 . 21.8 

-301.300 -10.100 0 -10.100 3.40 b 3.40 
893,000 101,000 0 101,000 11.3 l 11.3 

$2,553,607 $380,117 $14,400 $394,517 15.1% 32.7% 15.4% 

$790 $3,144 $0 $3,144 398.0% l 398.0% 

288,714 85,508 0 85,508 29.6 0 29.6 
143.423 49,366 0 49,368 34.4 0 34.4 

1,137,307 257,116 0 257,116 22.6 0 22.6 
22,441 21,240 0 21,240 94.6 0 94.6 

A 

$1,592,675 $418,374 so $416,374 26.1% . 26.1% 
(continued) 
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U.S., PoraIgm, ml Worldwide Ef’tetctha Tax 
Utw by hduetxy Group and Campury for 
1989 

Dollars in thousands 

lnduotry group/company 
U.S. Income Foreign income 

before tax before tax 

Utilities (electric and gas) 
American Electric Power Company, Inc. 
Commonwealth Edison Company 

$971,298 so 
l&X8,385 0 

Consolidated Edison Company of New 

Entergy Corporation 
York, Inc. 

Pacific Gas & Electric Company 
-416,045 

918,125 
0 
0 

1 a430.538 0 

The Southern Comoanv 

Public Service Enterprise Group 
Incorporated 

SCEcorp 
1.430600 

785,678 

0 

0 
1,279,553 0 

Texas Utllitles Company 1 ,OSi ,245 0 
industry total $8,498,777 SO 

Wholesalers 
Alto Standard Corporation $122,807 $16,370 
Avnet, Inc. 80.093 0 
Bergen Brunswig Corporation 73,741 0 
Fleming Companies, Inc. 132,197 0 
Genuine Parts Company 299,111 2,168 
National Intergroup, Inc. -32,478 0 
Super Valu Stores, Inc. 208,494 0 
SYSCO Corporation 167,884 0 
Wetterau Incorporated 68,033 0 

industry total $1,119,882 $18,538 ’ 
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U.S., Pore&a, and WorldwIde Effeethe Tnx 
$a by Indueby Group end Cornpony for 

Worldwide 
Income before 

tax 
Current U.S. 
tax expense 

Effectlvo tax rate expreaaed (18 a percent 
Worldwide tax rata 

Forelgn tax Worldwlde tex U.S. tax rate on Foreign tax rate on worldwlde 
l xpen8e expen8e U.S. Income on forelgn Income Income 

$971,296 $562,237 $0 $562,237 57.9% . 57.9% 
1,068,385 261,532 0 261,532 24.5 . 24.5 

918,125 256,500 0 256,500 27.9 . 27.9 
-416,045 0 0 0 0.0 l 0.0 

1,430,538 457,014 0 457,014 31.9 . 31.9 

765,678 100,635 0 100,635 12.8 . 12.8 
I,279553 253,469 0 253,469 1908 b 19.8 

1,430,000 237,000 0 237,000 16.6 . 16.6 
1,031,245 120,628 0 120,628 11.7 . 11.7 

$8,490,777 $2,249,015 $0 $2,249,015 26.5% . 26.5% 

$139,177 $10,329 $6,930 $17,259 8.4% 42.3% 12.4% 
80,093 25,522 0 25,522 31.9 l 31.9 

73,741 27,233 0 27,233 36.9 l 36.9 
132,197 39,032 0 39,032 29.5 l 29.5 
301,279 102,519 274 102,793 34.3 12.6 34.1 
-32,478 10 0 IO -0.P . -0.P 
208,494 71,088 0 71,088 34.: l 34.1 
167,884 39,754 

68,033 27,752 
$1 ,138,420 $343,239 

0 39,754 23.7 . 23.7 
0 27,752 40.8 . 40.8 6 

$7,204 $350,443 30.6% 389% 30.8% 
Note: “a” indicates that a rate was not computed because the company did not earn any pretax 
Income or pay any taxes. 

@Rate shown Is arithmetically distorted due to a pretax accounting loss. 

bTaxes were paid or a refund was received although the company reported no income. 
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Appendix IX 

Federal Government Receipts by Major 
Category as a Percentage of Total Receipts 

F&al year 
1980 
1981 

Perronal tax 
and nontax 

receipts 
46.3% 
46.2 

lndlrect 
Corporate buslnerr tax Contrlbutlonr 
proflts tax and nontax for social 

accruals accruals lnruranco 
13.1% 6.7% 33.9% 
11.1 8.7 33.9 

IV82 48.0 8.0 8.0 36.0 
1983 45.0 8.7 8.0 38.3 
IV84 42.2 10.6 8.0 39.2 
1985 43.4 9.7 7.6 39.4 
1986 43.4 9.9 6.6 40.1 

1987 44.1 11.1 6.4 38.4 

1988 42.3 11.3 6.2 40.2 

Note: Components may not add to 100 percent due to rounding. 

Source: Calculated from the Economic Report of the President, February 1992, table B-79, p. 391. 
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Appendix X 

Major Contributors to This Report 

- General Government Administration Issues 
Division, Edward R. Tasca, Assignment Manager 
Washirgton, D.C. MacDonald R. Phillips, Economist-In-Charge 

Chris J. Chaplin, Accountant 
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