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INTRODUCTION 


In the past decade, there has been a dramatic shift in the way individual income taxpayers prepare and submit tax returns.  In 1993, 41 percent of taxpayers prepared their own tax returns without software, while 51 percent used paid preparers and only 8 percent prepared their own returns on a computer.   By 2003, the share of self-prepared returns without software had dropped by two-thirds to only 13 percent.   The tax software share tripled in a decade to 25 percent in 2003, while paid preparer use – the most common preparation method – rose to 62 percent (Toder 2005).  Overall, counting both paid preparers and self-preparers, over 85 percent of tax returns were prepared on a computer in 2003 – up from only 13 percent in 1987.


The increase in computer-prepared returns has been accompanied by an increase in the proportion of taxpayers who file their returns electronically instead of on paper.  The percentage of returns filed electronically quadrupled over 10 years from 12 percent in 1993 to 48 percent in 2003.   IRS data on returns filed through April 29, 2005 indicate that the 2004 tax year will be the first year in which over 50 percent of individual returns are filed electronically.


This paper uses results from the Individual Income Tax Burden Model (ITBM) developed by IBM Consulting Services under contract to the IRS (Guyton et. al 2003) to estimate how tax preparation methods affect compliance costs.   Our results suggest that taxpayers select the preparation methods that are optimum for them, which means that the availability of more tax preparation options makes compliance costs lower than they would otherwise be.   Compliance burdens of the individual income tax remain high, however, because major sources of compliance burdens (record-keeping, gathering tax materials, tax planning) cannot be eliminated by preparing returns on a computer.  Improvements in technology can only partially offset the effects of an increasingly complex tax code.


The next section of this paper briefly summarizes the main features of the ITBM and the current state of the compliance burden research project at IRS.  Section 3 of the paper presents summary data that compare compliance costs under the three methods and simulate what compliance costs would be for each group of taxpayers (self-preparers without software, software users, and paid preparer users) if they used the two alternative methods.   These simulations produce some counter-intuitive results, which could be the result either of factors other than time or money costs that affect choice of preparation method (such as differences in accuracy or opportunities to learn about tax benefits) or of a self-selection bias for applying equations estimated on one group of taxpayers to simulate hypothetical costs of others.   

In Section 4 of the paper, we present results of a test for self-selection bias.   We estimate equations to predict choice of preparation method and use those estimated coefficients to correct for selection bias in the simulations of compliance costs under alternative methods.    Correcting for selection bias, we find that each group is choosing the preparation method that is optimum for them.  Section 5 presents conclusions.

BACKGROUND ON INDIVIDUAL TAXPAYER BURDEN MODEL

Compliance burden is a well-known cost of administering a tax system.  Research in this area goes back at least a century, with an extensive international literature on the measurement of these costs (see Evans 2003).  Building on this research, the US Internal Revenue Service (IRS) is developing simulation models of compliance burden to (i) measure the level of compliance burden, (ii) support analysis of tax policy, and (iii) guide IRS administrative initiatives.  Initial research has focused on the compliance burdens of individual taxpayers (Stavrianos and Greenland 2002, Arena et al 2003, and Guyton et al 2003), although work is currently underway to simulate the compliance burdens of small business taxpayers as well ( DeLuca et al 2003 and Guyton et al 2004).  For the work at IRS, compliance burden is defined as time and out-of-pocket money costs (beyond that remitted to the IRS) required to comply with the tax laws and administrative rules. The definition of compliance burden excludes psychological costs and deadweight losses that occur because of tax-induced changes in work, saving, and other form of economic behavior.

As discussed in Guyton et al 2003, compliance burden was measured via surveys of 6,366 Wage and Investment taxpayers and 9,081 Self-Employed taxpayers.
  These survey data were matched with corresponding IRS administrative tax return data.  Counts of 21 burden attributes organized in three groups (source attributes, operation attributes, and complexity attributes) were assigned to the tax records from the corresponding tax forms and instructions.  For example, taxpayers reporting wages and salary were assigned corresponding burden attributes from Form 1040, 1040A, or 1040EZ, as appropriate.  The burden attribute counts were then combined into burden indices included on the right hand side of burden estimation equations.  The burden attribute assignments and corresponding estimation equations are the core of the burden estimation model and are integrated with a micro-simulation tax calculator to produce the IRS’s Individual Taxpayer Burden Model (ITBM).

The compliance burden simulation methodology used at IRS continues to evolve.  Recent research on the IRS Individual Taxpayer Burden Model (ITBM) has focused on pushing the limits of its simulation functionality (see Lerman and Lee 2004 and Holtzblatt 2004) and further extending the simulation methodology (see IBM report to IRS 2005).  Extension of the methodology centered on re-weighting the relative impact of taxpayer compliance attributes in explaining changes in any of seven burden time categories (record keeping, gathering tax materials, using IRS services, working with a paid professional, tax planning, form completion, form submission) and an eighth out-of-pocket money burden category.  In particular, the extended methodology expanded the set of attribute indexes used as drivers of compliance burden from three (a general index and specific indices for record keeping and form completion) to 24 (one for each of the eight burden measures crossed with three preparation methods: use of a paid preparer, self-preparation with software, and self-preparation without software).  The current paper seeks to explore opportunities to further the individual burden research at IRS by focusing on the drivers of taxpayer preparation method and developing preparation method selection controls for the burden estimation equations.

COSTS OF COMPLIANCE USING ALTERNATIVE PREPARATION METHODS:  SUMMARY DATA

In tax year 2000, individual taxpayers spent on average 26.4 hours and $150 in out-of-pocket expenses in pre-filing and filing activities (Table 1).   For all taxpayers, time burden was 3.4 billion hours and out of pocket expenses $19.3 billion.  If one assumes a time value of $20 per hour, this means that total annual costs to individual taxpayers of complying with the individual income tax (excluding any post-filing contacts with IRS) was about $87 billion.

Compliance costs were much higher for some groups of taxpayers than for others.  Self-Employed (SE) taxpayers incurred much higher expenses than Wage and Investment (W&I) taxpayers.  SE taxpayers spent on average 59 hours and $364 complying with the tax law, compared with only 15 hours and $74 for W&I taxpayers.  Additional results (not reported here) show, as expected, relatively higher compliance costs for taxpayers who itemize deductions, are subject to the alternative minimum tax, file Schedule D (capital gains), and file Form 1040 instead of the simpler Forms 1040A or 1040EZ.

As expected, taxpayers who use software have higher out of pocket costs than taxpayers who prepare their returns without software and taxpayers who use paid preparers have by far the largest out of pocket costs (third panel of Table 1).  But, somewhat surprisingly, taxpayers who use paid preparers spend more time on average than those who prepare their own returns without software (28 hours compared with 18 hours) and taxpayers who prepare their own returns with software spend the most time of the three groups (37 hours).  Because the three groups include taxpayers with very different characteristics, these results are not necessarily anomalous; they might simply reflect the fact that taxpayers who use software and paid preparers have more complicated returns than those who prepare their own returns without software.  It is also possible, however, that software users choose to spend more time than they otherwise would because of other benefits from software (such as greater accuracy or enhanced ability to do tax planning) because they under-estimate the time involved in using software or because they enjoy  working on their computers.

As a first pass at estimating the relative costs of different preparation methods for the same taxpayers, we simulated compliance costs for each preparation method for the three groups of taxpayers.  For  example, we simulated compliance costs for self-preparers based on their demographic characteristics and attributes of their tax returns using the separate equations for all three preparation methods – self, software, and paid preparer.  We performed the same three simulations for taxpayers using software and paid preparers for a total of nine simulations.  The results are displayed in Table 2.

Self-preparers spend on average 18.1 hours and $17.33 on pre-filing and filing activities.  When they are simulated to use software instead, their time burden rises to 22.2 hours and their money burden rises to $29.33.   In other words, self-preparation by hand costs less in both time and money for self-preparers than using computer software.  When simulated to use the paid professional preparation method, self-preparers’ time burden falls to 15.3 hours, but their money burden increases to $97.19.  Thus, hiring a paid preparer, by this estimate, would cost self-preparers  $28.52 per hour saved.  These results suggest that self-preparers, especially those with low incomes, would be worse off if they used alternative preparation methods.

The results for self-preparers make sense, but the results for software preparers are counter-intuitive.  When software preparers are simulated with the self-preparation without software equation, both their time and money costs decline.  This suggests software users would be better off not using software, unless there are some other benefits (fewer errors, tax planning tips) from using software.  When software preparers are simulated with the paid preparer equation, their time burdens drop by almost 11 hours, but their out of pocket costs increase on average by almost $200.

The results for paid preparers are also counter-intuitive.  Paid preparers would spend on average only a half hour extra time if they prepared their own returns without software, but they would save over $140.  With 62 percent of the population using paid preparers, this high a time value ($280 per hour) seems unlikely.  

As the results for software preparers are the most difficult to understand, it is worthwhile to examine more closely how the components of time burden change for them when they switch to preparing by hand (Table 3).  For software preparers, switching to preparation without software would reduce record-keeping time by 3.7 hours.  It would also reduce tax planning and form completion time.  Perhaps this reflects the fact that the interview in the software programs asks many questions that the taxpayer may not need to answer if she were simply filling out the IRS tax forms.  It is also possible that questions raised in the software program cause the taxpayer to do more tax planning than he/she would otherwise have done.

While all this suggests reasons why software preparers spend more time on their returns than non-software users, the results may also reflect a bias in the estimating methodology.  The bias occurs because each equation can only be estimated by the people who actually use the preparation method in the equation.  Thus, for example, the equation for self-preparation costs is estimated on a sample that includes self-preparers only.  But if software preparers have systematically different costs of self preparation by hand than self-preparers do, then the coefficients of the self-preparation equation will be biased estimates of the effects of tax system complexity on time and money burdens for the entire taxpaying population.   That is, there may likely be some unobservable factor of software users that is correlated with the level of compliance burden and the choice of preparation method.  The same holds true for the estimates for costs of software preparation and use of paid preparers.

In the next section, we present estimates of the effects of preparation methods on time and money burdens, using a method that corrects for selection bias.  To preview, the results suggest that most taxpayers in fact use the preparation method that is optimum for themselves and provide a basis for estimating the burden saving from the existing of the software and paid preparation options.

COSTS OF COMPLIANCE USING ALTERNATIVE PREPRATION METHODS WITH CORRECION FOR SELECTION BIAS

Factors Determining the Choice of Preparation Method   


Before focusing on the estimates for the total time and out-of-pocket money expended on the compliance process, we estimate a discrete choice model for preparation method.  This model plays three important roles. First, the choice model describes the factors that drive preparation method for taxpayers. Second, the predicted preparation method probabilities yielded by this choice model are essential for developing a selection correction term to be included in the continuous level-burden (time and money) models. The inclusion of this term in the level models is necessary in order to obtain unbiased and consistent estimates of the effect of tax complexity (and other demographic variables) on compliance burden.
 Lastly, the estimates of the coefficients from the selectivity- controlled models can be used to simulate “what if” scenarios where we contrast burden outcomes of taxpayers under three different preparation regimes: hand preparation, preparation using software, and preparation using a paid preparer.

  As expected, tax complexity is statistically significant and positively related to the choice of both software and paid preparation, compared with self preparation by hand (Table 4).  Also, as one might expect, self-employed taxpayers are more likely to use a paid professional, and less likely to use software as their primary preparation method.  Higher education, i.e., having a college degree or higher points to a greater probability of using software in the compliance process and a lesser probability of using a paid preparer.  As might be expected, those taxpayers having a home computer are almost 6.5 times more likely to complete their tax returns’ using software rather than complete the return by hand.  Correspondingly, those taxpayers with a home computer are less likely to use a paid professional than to complete their returns by hand.

.

Correcting for Selection Bias 
Table 6 shows the estimates for the level of compliance time, while Table 7 shows estimates for out-of-pocket compliance costs. Each table reports regression results with and without selectivity controls by preparation method.  The selectivity parameter, λij, is statistically significant in determining time burden for each of the three preparation method populations (Table 6).  For taxpayers using a paid-preparer, the selectivity control indicates the presence of a positive relationship between self-selection into this preparation category and time burden.  Alternatively, for software and non-software (by hand) self-preparers, the selectivity control indicates a negative relationship between unobservable characteristics and time burden.

Focusing on the impact of tax complexity on compliance time for self-preparers underscores the consequence of failing to control for sample-selection in time burden estimates.  For this group of taxpayers, not controlling for selection would yield a large downward bias on the tax complexity coefficient (.04 compared to .09), i.e., the impact of tax complexity on time for taxpayers completing returns by hand would be severely understated. For those using a paid preparer a similar outcome unfolds, without selectivity controls the impact of tax complexity on time would be understated, though not by the same magnitude as for self-preparers.  Software preparers exhibit the opposite result, i.e., not adequately controlling for the correlation between the error term in the level time model and the discrete choice model would lead to an overestimate of the impact of tax complexity on time. However, we note that the coefficient on tax complexity in the selectivity-controlled model for software preparers becomes statistically insignificant.  In summary, the results show that, with self-selection controls, tax complexity has a much bigger effect on compliance time burden for self-preparers by hand than for either software users or taxpayers using paid preparers.

 In the equations for total out-of-pocket tax compliance costs, the selectivity parameter is positive and significant only for taxpayers using a paid preparer (Table 7).  Not controlling for selection would result in an underestimate of the impact of tax complexity on out-of-pocket money expenditures for individuals using a paid preparer. For self- preparers, both with and without software, the selection terms are statistically insignificant, pointing to no impact of sample selection on their out-of-pocket compliance costs.

In the next section we turn our attention to hypothetical taxpayer burden outcomes under alternate preparation regimes, with the purpose of examining the impacts of selection versus non-selection controlled models in a simulation environment. 

Effects of Applying Selection Bias Correction on Estimates of the Effects of Software Use and Paid Preparers on Time and Money Costs  

Applying the selection bias correction significantly alters the findings on how changing preparation methods would affect compliance costs (Tables 8 and 9).   In particular, with selection bias correction, the equations predict that software users would spend more, not less time, preparing their returns without software than they spend with software.

The data in the two tables come from surveys of Wage and Investment and Self-Employed taxpayers in 1999 and 2000.   Average time and money spent on filing and pre-filing activities is 17 hours and $24 for taxpayers who prepare their own returns without software, 37 hours and $72 for taxpayers who prepare their own returns with software, and 29 hours and $286 for taxpayers who use paid preparers (Table 8).   As previously discussed, these differences in actual time and money burdens reflect both differences in preparation methods used and differences in the complexity of tax returns and demographic characteristics among the three groups of taxpayers.  Therefore, the raw data cannot be used to assess the relative time costs of using different preparation methods for similar groups of taxpayers.    

Without the selection bias correction, the simulations show that current self-preparers would spend on average 5.7 more hours on their tax returns if they used software (top panel of Table 9).  Applying the conditional selection control equations increases the estimated inefficiency of using software for current self-preparers, raising their estimated increase in time burden from switching to software from 5.7 to 17.3 hours and their increase in money burden from $12 to $15.  The correction for selection bias, however, raises the estimated average potential time saving for self-preparers from switching to paid preparation from 2.9 hours to 8.6 hours and reduces the additional out-of-pocket costs from $80 to $38.  This suggests that some self-preparers may be foregoing a potentially low-cost way of saving time (less than $5 per hour) from using paid preparers, either because their income (and time value) is low or because they have an aversion to using preparers.  Note this is consistent with high costs for them of using software, if they do not own computers or if their returns are so simple that the fixed time investment in software exceeds any incremental gain from software’s ability to handle complex calculations and form entries. 

Without correcting for self-selection bias, the simulations imply that current software users would save almost 10 hours on average and $15 from switching to self-preparation (middle panel of Table 8).  But with the bias correction, switching to self-preparation would increase their time burden by 7.5 hours and reduce money burden by only $11.  Applying the self-selection correction eliminates the apparent inefficiency of software use for those currently using software.  More generally, the results show that the self-selection correction makes software look like an even worse choice for current self-preparers, but a better choice for current software users.  This is consistent with people optimizing on their choice of preparation method, depending on their individual circumstances.

In the case of people who currently use paid preparers, the self-selection correction also changes the results dramatically (bottom panel of Table 9).  Without the correction, the equations show paid preparer users would spend only a little over an hour longer on average on their tax returns if they prepared the returns by hand (11 hours more with software).  It would be hard to explain paying the paid preparer fee (averaging $243 for paid preparer users) to save an hour of time.  But with the selection control correction, the estimates show that users of paid preparers would spend on average an additional 23.4 hours if they prepared their own returns without software and an additional 22.8 hours if they used software.  The selection correction has little effect on the estimated money savings from not using a paid preparer.

The results in table 8 could be used to estimate the reduction in compliance burdens from the existence of alternatives to self-preparation without software.  Relative to preparing returns without software, software users save on average 7.5 hours of time at a cost of $11 and users of paid preparers save on average 23.4 hours at a cost of $223.   Multiplying these figures by the ITBM tax year 2000 estimates of 19.989 million software users and 72.611 million users of paid preparers produces an estimated total saving in 2000 of 1.849 billion hours at a cost of $16.4 billion in additional out of pocket outlays.  If taxpayers’ time is valued at $20 per hour, the net reduction in resource cost is $20.6 billion.  Put another way, the estimated compliance burden for individual taxpayers in 2000 (with time valued at $20 per hour) would have been about $108 billion instead of $87 billion if all taxpayers prepared their own returns without software.  This implies that software and paid preparers reduced the compliance costs of individual taxpayers by about 20 percent.  But this is probably a very conservative estimate because the value of time for those with the most complex returns who save the most time from paid preparers and software is likely to be considerably above the average time value for the population.

CONCLUSION 


The use of tax software and paid preparers has been increasing rapidly in recent years and the share of taxpayers who prepare their returns by hand has dropped sharply.   Use of software or professional preparers is one way taxpayers have taken advantage of technological change to adjust to an increasingly complex tax law.   


The Individual Taxpayer Burden Model (ITBM) developed by the Internal Revenue Service and IBM Consulting is a useful tool for analyzing compliance burdens that individual taxpayers confront.  This paper has used the ITBM to assess the effects of tax software and paid preparers on compliance costs.   

The survey data used in the ITBM show that taxpayers who use paid preparers spend more money, but less time on their returns than those who self-prepare without software, but that software users spend both more time and more money on average than those who self-prepare without software.  These figures do not measure the effects of paid preparer or software use, however, because the populations who use the three preparation methods have very different demographic characteristics and face very different amounts of tax complexity.  When we simulate the use of alternative preparation methods with equations that adjust for self-selection bias, we find that all groups appear to be using the optimum preparation method for themselves.  In particular, we estimate that software costs are higher for current self-preparers than preparing without software, but are lower than preparing without software for current software users.

The results in this paper are based on survey data from Tax Years 1999 and 2000.  Since then, there have been further increases in both tax software use and the incidence of electronic filing.  With the dissemination of newer methods of tax preparation and submission spreading rapidly across the taxpaying population, any snapshot data, even from a fairly recent year, should be interpreted with caution.  The findings, however, strongly suggest that changes in preparation methods are contributing significantly to moderating the growth in taxpayer compliance burdens.
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[image: image1.emf]Table 1 - Compliance Burden of Individual Taxpayers in Tax Year 2000, by Selected Characteristics

Number of 

Returns (000s)

Time Burden

(000s of Hrs)

Hours per

Return

Money Burden

(000s of 

Dollars)

 Dollars per

Return 

All Tax Returns 129,358 3,409,465 26.4 $19,367,232 $150

By Taxpayer Type

Wage and Investment 95,648 1,428,764 14.9 $7,088,540 $74

Self-Employed 33,710 1,980,701 58.8 $12,278,692 $364

By Preparation Method

Paid Preparation 72,611 1,999,619 27.5 $17,661,982 $243

Self Preparation w/o Software 36,757 664,035 18.1 $637,029 $17

Software Preparation 19,989 745,811 37.3 $1,068,221 $53

By Submission Method

Paper 93,779 2,698,976 28.8 $14,441,332 $154

TeleFile 3,342 31,868 9.5 $14,215 $4

Other e-File 32,237 678,620 21.1 $4,911,684 $152

 

Source:  IRS, Individual Tax Burden Model (version #).


[image: image2.emf]Table 2. Simulated Time and Money Burden per Return 

Under Alternative Preparation Methods - Tax Year 2000

Time Burden (in hours)

Simulated Preparation Method:

Current Preparation Method Self  Software Paid 

Self  18.1 22.2 15.3

Software  30.5 37.3 26.6

Paid  28.0 35.8 27.5

Money Burden (in dollars)

Simulated Preparation Method:

Current Preparation Method Self  Software Paid 

Self  $17.33 $29.93 $97.19

Software  $29.88 $53.44 $249.67

Paid  $91.26 $115.10 $243.24


Source:  Authors’ Simulations:  IRS Individual Tax Burden Model


[image: image3.emf]Table 3.  Comparison of Self-Preparation and Software Time Burdens

Tax Year 2000 

All Returns: Returns with Positive Burdens:

Average Time Number of Returns Average Time

   (in hours)    (in millions)    (in hours)

SELF-PREPARERS Self Soft Self Soft Self Soft

Recordkeeping 8.2 9.8 30.0 32.9 10.0 11.0

Gathering Tax Materials 0.8 1.7 13.9 30.5 2.0 2.0

Using IRS Services 0.5 0.2 9.3 9.1 2.1 1.9

Using a Paid Professional 0.2 1.8 2.7 10.2 2.1 6.5

Tax Planning 2.9 2.8 15.6 12.0 6.8 8.7

Form Completion 4.3 5.1 33.9 35.6 4.6 5.3

Form Submission 1.4 0.7 31.5 33.9 1.6 0.8

TOTAL  18.1 22.2 36.8 36.8

SOFTWARE PREPARERS

Recordkeeping 13.6 17.3 17.7 18.6 15.4 18.5

Gathering Tax Materials 1.2 2.2 8.6 17.2 2.7 2.6

Using IRS Services 0.8 0.4 6.2 5.8 2.4 1.3

Using a Paid Professional 0.1 0.3 1.0 1.4 1.9 4.9

Tax Planning 7.0 8.4 12.1 12.8 11.5 13.2

Form Completion 6.5 7.8 18.7 19.6 6.9 8.0

Form Submission 1.4 0.9 17.2 18.4 1.6 1.0

TOTAL  30.5 37.3 20.0 20.0



	Table 4—Choice of Preparation Method

(Multinomial Logit Results)



	

	

	Variable
	Paid Preparation
	Software Preparation

	 
	Relative Risk Ratio 
	Relative Risk Ratio 

	Tax Complexity
	1.005
	1.004

	 
	(27.41)**
	(18.77)**

	Self-Employment Indicator
	1.418
	0.809

	 
	(4.73)**
	(2.09)*

	Home Computer
	0.753
	6.483

	 
	(6.26)**
	(16.51)**

	Higher Education
	0.607
	1.422

	 
	(11.12)**
	(4.64)**

	Total Exemptions
	1.007
	1.061

	 
	0.390
	(2.4)*

	Time on Forms Not Submitted
	0.176
	1.369

	 
	(18.78)**
	(3.65)**

	Ratio: Tax Due/Tax Liability
	0.992
	0.996

	 
	(2.32)*
	0.750

	Log L
	-11138.693
	 

	Likelihood Ratio Test (Pr>Chi)
	0.00
	 

	Number of Observations
	14,043
	 

	Note: The base comparison group is self preparation by hand (without computer software)

z-statistics in parentheses

* denotes significant at the 5-percent level 

**denotes significant at the 1-percent level

	


	Table 5—Variable Descriptions


	

	

	Variable
	Description



	Tax Complexity
	Sum of the attributes

	Self-Employment Indicator
	=1 if self-employed, 0 otherwise

	Home Computer
	=1 if individual has a computer at home, 0 otherwise

	Higher Education


	=1 if individual has college or graduate degree

	Total Exemptions
	Total number of exemptions on return

	Time on Forms Not Submitted
	=1 if individual spent time on other forms not submitted, 0 otherwise

	Tax Due/Tax Liability
	Ratio of total tax due to total tax liability

	Total positive Income


	Total positive income reported by individual taxpayer

	Owed tax
	=1 if individual owed tax, 0 otherwise

	Head Household
	=1 if individual  is head of household, 0 otherwise

	Married
	=1 if individual is married, 0 otherwise

	Electronic
	=1 if individual filed electronic return, 0 otherwise

	Λ
	Dubin-McFadden conditional expectation correction control


	Table 6—Total Compliance Time 

	

	

	 
	Paid 

Preparation
	Self (Hand)

Preparation
	Software Preparation

	Variable
	 
	With 
Selection 
Control+
	 
	With 
Selection 
Control+
	 
	With 
Selection 
Control+

	Tax Complexity
	0.03
	0.04
	0.04
	0.09
	0.03
	0.02

	 
	(6.22)**
	(7.84)**
	(8.95)**
	(7.37)**
	(2.11)*
	(0.87)

	 
	 
	 
	 
	 
	 
	 

	Married
	4.52
	4.96
	0.86
	1.32
	12.74
	11.96

	 
	(2.26)*
	(3.02)**
	(0.69)
	(0.93)
	(2.73)**
	(3.02)**

	 
	 
	 
	 
	 
	 
	 

	Head Household
	6.35
	7.87
	1.24
	0.48
	-4.20
	-5.17

	 
	(2.28)*
	(2.41)*
	(0.66)
	(0.14)
	(0.47)
	(1.05)

	 
	 
	 
	 
	 
	 
	 

	Self Employed
	31.88
	34.59
	23.11
	25.38
	43.52
	45.79

	 
	(12.44)**
	(11.48)**
	(10.36)**
	(7.89)**
	(6.48)**
	(3.21)**

	 
	 
	 
	 
	 
	 
	 

	Owed tax
	1.85
	1.51
	3.50
	2.33
	7.37
	6.28

	 
	(0.99)
	(0.77)
	(3.12)**
	(1.58)
	(1.62)
	(0.90)

	 
	 
	 
	 
	 
	 
	 

	Intercept
	1.25
	-14.11
	4.11
	16.54
	4.17
	29.05

	 
	(0.59)
	(4.00)**
	(3.56)**
	(5.41)**
	(0.86)
	(92.44)*

	 
	 
	 
	 
	 
	 
	 

	Λ
	-
	6.09
	-
	-7.89
	-
	-4.31

	 
	 
	(4.69)**
	 
	(4.53)**
	 
	(2.67)**

	Number of Observations
	7297
	7297
	3699
	3699
	2848
	2848

	R-Squared
	0.081
	0.084
	0.120
	0.133
	0.058
	0.061

	Adjusted R-squared
	0.080
	0.083
	0.119
	0.132
	0.057
	0.059

	F-Value
	128.05
	111.02
	100.73
	94.50
	35.12
	30.83

	Prob>F
	0.00
	0.00
	0.00
	0.00
	0.00
	0.00

	Absolute Value of T-Statistics reported in parentheses

	* significant at the 5-percent level 

**significant at the 1-percent level
+T-statistics calculated using bootstrapped standard errors


	Table 7—Total Compliance Money Expenditure ($)


	

	

	 
	Paid 

Preparation
	Self (Hand)

Preparation
	Software 
Preparation

	Variable
	 
	With

Selection

Control+
	 
	With

Selection

Control+
	 
	With

Selection

Control+

	Tax Complexity
	0.45
	0.56
	0.11
	0.12
	0.09
	0.09

	 
	(6.13)**
	(3.24)**
	(5.19)**
	(2.18)*
	(2.46)*
	(1.64)

	 
	 
	 
	 
	 
	 
	 

	Owed Tax
	-58.87
	-59.84
	-19.78
	-19.90
	-21.43
	-21.47

	 
	(2.25)*
	(1.86)
	(3.54)**
	(2.69)**
	(1.71)
	(1.50)

	 
	 
	 
	 
	 
	 
	 

	Total Positive Income ($000)
	21.74
	21.63
	2.80
	2.79
	2.99
	2.99

	 
	(43.18)**
	(4.61)**
	(6.68)**
	(1.53)
	(6.75)**
	(1.85)

	 
	 
	 
	 
	 
	 
	 

	Head Household
	26.37
	32.41
	19.14
	18.77
	7.03
	6.46

	 
	(0.65)
	(0.97)
	(2.16)*
	(1.58)
	(0.27)
	(0.27)

	 
	 
	 
	 
	 
	 
	 

	Married
	-68.17
	-70.19
	-1.02
	-1.02
	-16.62
	-16.88

	 
	(1.87)
	(2.06)**
	(0.13)
	(0.10)
	(1.01)
	(1.12)

	 
	 
	 
	 
	 
	 
	 

	Electronic Filer
	49.90
	43.66
	31.12
	31.19
	24.63
	24.66

	 
	(1.62)
	(4.09)**
	(4.41)**
	(4.43)**
	(1.97)*
	(2.14)*

	 
	 
	 
	 
	 
	 
	 

	Self Employed
	141.97
	157.90
	2.65
	3.15
	27.66
	28.39

	 
	(3.8)**
	(5.68)**
	(0.26)
	(0.31)
	(1.55)
	(1.92)

	 
	 
	 
	 
	 
	 
	 

	Higher Education
	16.85
	-16.80
	-3.90
	-4.63
	12.07
	9.90

	 
	(0.69)
	(0.88)
	(0.76)
	(0.79)
	(0.86)
	(0.84)

	 
	 
	 
	 
	 
	 
	 

	Total Exemptions
	-33.89
	-32.71
	-6.18
	-6.16
	-2.94
	-3.07

	 
	(2.65)**
	(2.76)**
	(2.15)*
	(2.03)*
	0.56
	0.61

	 
	 
	 
	 
	 
	 
	 

	Intercept
	-40.44
	-137.01
	1.76
	4.53
	7.52
	15.72

	 
	1.04
	(2.16)*
	0.23
	0.44
	0.40
	0.50

	 
	 
	 
	 
	 
	 
	 

	Λ
	 
	44.19
	 
	-1.59
	 
	-1.14

	 
	 
	(2.77**
	 
	0.27
	 
	0.34

	Number of Observations
	7128
	7128
	2985
	2985
	2682
	2682

	R-Squared
	0.2657
	0.2662
	0.0573
	0.0573
	0.0419
	0.0419

	Adjusted R-squared
	0.2647
	0.2651
	0.0544
	0.0541
	0.0387
	0.0384

	F-Value
	286.14
	258.14
	20.08
	18.08
	12.99
	11.69

	Prob>F
	 0.00
	  0.00
	  0.00
	  0.00
	  0.00
	  0.00

	Absolute Value of T-Statistics reported in parentheses

* significant at the 5-percent level 

**significant at the 1-percent level
+T-statistics calculated using bootstrapped standard errors



[image: image4.wmf]Table 8.  Average Time and Money Burdens Under Alternative Preparation Methods:

With and Without Conditional Selection Control

Simulations Using Data From Taxpayer Interviews, Tax Years 1999 and 2000

Without Conditional Selection Control

With Conditional Selection Control

Total

Form

Record

Money

Total

Form

Record

Money

Time

Completion

Keeping

Burden

Time

Completion

Keeping

Burden

(in hours)

(in hours)

(in hours)

(in $)

(in hours)

(in hours)

(in hours)

(in $)

SELF PREPAPERS

  Self Preparation

17

4.5

18.9

$24

17

4.5

18.9

$24

  Software Preparation

22.7

4.6

10.6

$35

34.3

7.6

13.5

$39

  Paid Preparation

14.1

2.7

9.4

$103

8.4

2

7.4

$61

SOFTWARE USERS

  Self Preparation

27.5

6.7

15.6

$57

44.8

10

25

$61

  Software Preparation

37.3

7.2

19.9

$72

37.3

7.2

19.9

$72

  Paid Preparation

25.4

2.9

17.6

$305

23.1

2.6

16.8

$281

PAID PREPARER USERS

  Self Preparation

30

7.2

18.8

$58

52.3

11.8

31.6

$62

  Software Preparation

39.9

7.7

23.9

$69

51.7

10.7

27

$73

  Paid Preparation

28.9

3

22

$286

28.9

3

22

$286

Source:  IBM Consulting, Simulations with ITBM Sample File



[image: image5.wmf]Table 9.  Change in Average Time and Money Burdens Under Alternative Preparation Methods:

With and Without Conditional Selection Control

Simulations Using Data From Taxpayer Interviews, Tax Years 1999 and 2000

Without Conditional Selection Control

With Conditional Selection Control

Total

Form

Record

Money

Total

Form

Record

Money

Time

Completion

Keeping

Burden

Time

Completion

Keeping

Burden

(in hours)

(in hours)

(in hours)

(in $)

(in hours)

(in hours)

(in hours)

(in $)

SELF PREPAPERS

  Self Preparation

-

-

-

-

-

-

-

-

  Software Preparation

5.7

0.2

1.8

$12

17.3

3.1

4.7

$15

  Paid Preparation

-2.9

-1.7

0.5

$80

-8.6

-2.5

-1.5

$38

SOFTWARE USERS

  Self Preparation

-9.9

-0.6

-4.3

-$15

7.5

2.8

5.1

-$11

  Software Preparation

-

-

-

-

-

-

-

-

  Paid Preparation

-11.9

-4.3

-2.3

$232

-14.2

-4.7

-3.1

$209

PAID PREPARER USERS

  Self Preparation

1.1

4.2

-3.2

-$228

23.4

8.8

9.6

-$223

  Software Preparation

11

4.7

1.9

-$216

22.8

7.7

5

-$212

  Paid Preparation

-

-

-

-

-

-

-

-

Source:  IBM Consulting, Simulations with ITBM Sample File
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�Debate continues on the exact definition of compliance burden (see Tran-Nam 2004).


 


� Together, these two groups constitute the entire population of US federal individual income taxpayers.  The Self-Employed population is defined as filers of Form 1040 Schedules C, E, or F and filers of Form 2106.  The remaining individual income taxpayers are classified as Wage and Investment taxpayers.





� We use the conditional expectation correction approach established by Dubin and McFadden (1984) to control for the bias that arises due to the correlation between the error term in the level (time and money) compliance burden models and the preparation method choice model
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Table 3

						Table 3.  Comparison of Self-Preparation and Software Time Burdens

										Tax Year 2000

								All Returns:				Returns with Positive Burdens:

								Average Time				Number of Returns				Average Time

								(in hours)				(in millions)				(in hours)

		SELF-PREPARERS						Self		Soft		Self		Soft		Self		Soft

		Recordkeeping						8.2		9.8		30.0		32.9		10.0		11.0

		Gathering Tax Materials						0.8		1.7		13.9		30.5		2.0		2.0

		Using IRS Services						0.5		0.2		9.3		9.1		2.1		1.9

		Using a Paid Professional						0.2		1.8		2.7		10.2		2.1		6.5

		Tax Planning						2.9		2.8		15.6		12.0		6.8		8.7

		Form Completion						4.3		5.1		33.9		35.6		4.6		5.3

		Form Submission						1.4		0.7		31.5		33.9		1.6		0.8

		TOTAL						18.1		22.2		36.8		36.8

		SOFTWARE PREPARERS

		Recordkeeping						13.6		17.3		17.7		18.6		15.4		18.5

		Gathering Tax Materials						1.2		2.2		8.6		17.2		2.7		2.6

		Using IRS Services						0.8		0.4		6.2		5.8		2.4		1.3

		Using a Paid Professional						0.1		0.3		1.0		1.4		1.9		4.9

		Tax Planning						7.0		8.4		12.1		12.8		11.5		13.2

		Form Completion						6.5		7.8		18.7		19.6		6.9		8.0

		Form Submission						1.4		0.9		17.2		18.4		1.6		1.0

		TOTAL						30.5		37.3		20.0		20.0





Table 2

		Table 2. Simulated Time and Money Burden per Return

		Under Alternative Preparation Methods - Tax Year 2000

						Time Burden (in hours)

						Simulated Preparation Method:

		Current Preparation Method				Self		Software		Paid

		Self				18.1		22.2		15.3

		Software				30.5		37.3		26.6

		Paid				28.0		35.8		27.5

						Money Burden (in dollars)

						Simulated Preparation Method:

		Current Preparation Method				Self		Software		Paid

		Self				$17.33		$29.93		$97.19

		Software				$29.88		$53.44		$249.67

		Paid				$91.26		$115.10		$243.24





Table 1

		Table 1 - Compliance Burden of Individual Taxpayers in Tax Year 2000, by Selected Characteristics

						Number of 
Returns (000s)		Time Burden
(000s of Hrs)		Hours per
Return		Money Burden
(000s of Dollars)		Dollars per
Return

				All Tax Returns		129,358		3,409,465		26.4		$19,367,232		$150

				By Taxpayer Type

				Wage and Investment		95,648		1,428,764		14.9		$7,088,540		$74

				Self-Employed		33,710		1,980,701		58.8		$12,278,692		$364

				By Preparation Method

				Paid Preparation		72,611		1,999,619		27.5		$17,661,982		$243

				Self Preparation w/o Software		36,757		664,035		18.1		$637,029		$17

				Software Preparation		19,989		745,811		37.3		$1,068,221		$53

				By Submission Method

				Paper		93,779		2,698,976		28.8		$14,441,332		$154

				TeleFile		3,342		31,868		9.5		$14,215		$4

				Other e-File		32,237		678,620		21.1		$4,911,684		$152





Table 7

		Table 7.  Change in Average Time and Money Burdens Under Alternative Preparation Methods:

		With and Without Conditional Selection Control

		Simulations Using Data From Taxpayer Interviews, Tax Years 1999 and 2000

								Without Conditional Selection Control								With Conditional Selection Control

								Total		Form		Record		Money		Total		Form		Record		Money

								Time		Completion		Keeping		Burden		Time		Completion		Keeping		Burden

								(in hours)		(in hours)		(in hours)		(in $)		(in hours)		(in hours)		(in hours)		(in $)

		SELF PREPAPERS

		Self Preparation						-		-		-		-		-		-		-		-

		Software Preparation						5.7		0.2		1.8		$12		17.3		3.1		4.7		$15

		Paid Preparation						-2.9		-1.7		0.5		$80		-8.6		-2.5		-1.5		$38

		SOFTWARE USERS

		Self Preparation						-9.9		-0.6		-4.3		-$15		7.5		2.8		5.1		-$11

		Software Preparation						-		-		-		-		-		-		-		-

		Paid Preparation						-11.9		-4.3		-2.3		$232		-14.2		-4.7		-3.1		$209

		PAID PREPARER USERS

		Self Preparation						1.1		4.2		-3.2		-$228		23.4		8.8		9.6		-$223

		Software Preparation						11		4.7		1.9		-$216		22.8		7.7		5		-$212

		Paid Preparation						-		-		-		-		-		-		-		-

		Source:  IBM Consulting, Simulations with ITBM Sample File





Table 6

		Table 6.  Average Time and Money Burdens Under Alternative Preparation Methods:

		With and Without Conditional Selection Control

		Simulations Using Data From Taxpayer Interviews, Tax Years 1999 and 2000

								Without Conditional Selection Control								With Conditional Selection Control

								Total		Form		Record		Money		Total		Form		Record		Money

								Time		Completion		Keeping		Burden		Time		Completion		Keeping		Burden

								(in hours)		(in hours)		(in hours)		(in $)		(in hours)		(in hours)		(in hours)		(in $)

		SELF PREPAPERS

		Self Preparation						17		4.5		18.9		$24		17		4.5		18.9		$24

		Software Preparation						22.7		4.6		10.6		$35		34.3		7.6		13.5		$39

		Paid Preparation						14.1		2.7		9.4		$103		8.4		2		7.4		$61

		SOFTWARE USERS

		Self Preparation						27.5		6.7		15.6		$57		44.8		10		25		$61

		Software Preparation						37.3		7.2		19.9		$72		37.3		7.2		19.9		$72

		Paid Preparation						25.4		2.9		17.6		$305		23.1		2.6		16.8		$281

		PAID PREPARER USERS

		Self Preparation						30		7.2		18.8		$58		52.3		11.8		31.6		$62

		Software Preparation						39.9		7.7		23.9		$69		51.7		10.7		27		$73

		Paid Preparation						28.9		3		22		$286		28.9		3		22		$286

		Source:  IBM Consulting, Simulations with ITBM Sample File





Cost shares

		SHARES OF TIME BURDENS BY ACTIVITY

										Total Time		Form Completion		Record
Keeping		Tax
Planning		Gathering
Materials		Paid
Pro		Form
Submission		IRS
Services

		TOTAL HOURS

		Self								17.0		4.5		8.9		6.5		1.9		2.1		1.4		1.9

		Software								37.3		7.2		19.9		11.7		2.7		5.5		1.1		1.6

		Paid								28.9		3.0		22.0		8.5		3.5		3.2		1.1		1.9

		SHARES BY ACTIVITY

		Self								100.0%		26.3%		52.0%		38.2%		11.2%		12.4%		8.3%		11.3%

		Software								100.0%		19.4%		53.3%		31.4%		7.3%		14.7%		3.0%		4.3%

		Paid								100.0%		10.3%		76.2%		29.5%		12.1%		11.2%		3.7%		6.5%

		This does not work





TABLES

		

						Preparation Method Population		Equation				Total Time		Form Completion		Record
Keeping		Tax
Planning		Gathering
Materials		Paid
Pro		Form
Submission		IRS
Services

				SELF		Self		Self				17.0		4.5		8.9		6.5		1.9		2.1		1.4		1.9

						self-λ		self-λ				17.0		4.5		8.9		6.5		1.9		2.1		1.4		1.9

						Self		Soft				22.7		4.6		10.6		10.0		2.2		3.1		1.1		1.2

						self-λ		soft-λ				34.3		7.6		13.5		12.5		2.3		3.1		0.9		1.3

						Self		Paid				14.1		2.7		9.4		6.8		2.4		2.4		1.0		1.7

						self-λ		paid-λ				8.4		2.0		7.4		5.4		2.3		1.9		1.1		1.3

				SOFT		Soft		Self				27.5		6.7		15.6		7.4		2.4		3.7		1.5		2.1

						soft-λ		self-λ				44.8		10.0		25.0		11.1		3.0		2.3		1.1		1.8

						Soft		Soft				37.3		7.2		19.9		11.7		2.7		5.5		1.1		1.6

						soft-λ		soft-λ				37.3		7.2		19.9		11.7		2.7		5.5		1.1		1.6

						Soft		Paid				25.4		2.9		17.6		7.9		3.0		3.6		1.0		1.8

						soft-λ		paid-λ				23.1		2.6		16.8		7.3		3.0		3.5		1.0		1.6

				PAID		Paid		Self				30.0		7.2		18.8		7.6		2.7		3.2		1.6		2.3

						paid-λ		self-λ				52.3		11.8		31.6		12.4		3.5		1.5		1.0		2.0

						Paid		Soft				39.9		7.7		23.9		11.9		3.1		4.9		1.2		1.6

						paid-λ		soft-λ				51.7		10.7		27.0		14.6		3.2		4.9		1.0		1.7

						Paid		Paid				28.9		3.0		22.0		8.5		3.5		3.2		1.1		1.9

						paid-λ		paid-λ				28.9		3.0		22.0		8.5		3.5		3.2		1.1		1.9

						Preparation Method Population		Equation				Total Time		Form Completion		Record
Keeping		Tax
Planning		Gathering
Materials		Paid
Pro		Form
Submission		IRS
Services

				SELF		Self		Self				-		-		-		-		-		-		-		-

						self-λ		self-λ				-		-		-		-		-		-		-		-

						Self		Soft				5.7		0.2		1.8		3.5		0.3		1.0		-0.3		-0.7

						self-λ		soft-λ				17.3		3.1		4.7		6.0		0.4		1.0		-0.5		-0.6

						Self		Paid				-2.9		-1.7		0.5		0.3		0.5		0.3		-0.4		-0.2

						self-λ		paid-λ				-8.6		-2.5		-1.5		-1.1		0.4		-0.2		-0.3		-0.6

				SOFT		Soft		Self				-9.9		-0.6		-4.3		-4.3		-0.3		-1.8		0.3		0.5

						soft-λ		self-λ				7.5		2.8		5.1		-0.6		0.3		-3.2		-0.1		0.2

						Soft		Soft				-		-		-		-		-		-		-		-

						soft-λ		soft-λ				-		-		-		-		-		-		-		-

						Soft		Paid				-11.9		-4.3		-2.3		-3.8		0.3		-1.9		-0.2		0.2

						soft-λ		paid-λ				-14.2		-4.7		-3.1		-4.4		0.3		-2.0		-0.1		-0.0

				PAID		Paid		Self				1.1		4.2		-3.2		-0.9		-0.8		-0.1		0.5		0.4

						paid-λ		self-λ				23.4		8.8		9.6		3.9		0.0		-1.7		-0.1		0.1

						Paid		Soft				11.0		4.7		1.9		3.4		-0.5		1.7		0.1		-0.3

						paid-λ		soft-λ				22.8		7.7		5.0		6.1		-0.3		1.7		-0.1		-0.2

						Paid		Paid				-		-		-		-		-		-		-		-

						paid-λ		paid-λ				-		-		-		-		-		-		-		-

						Preparation Method Population		Equation				Total Time		Form Completion		Record
Keeping		Tax
Planning		Gathering
Materials		Paid
Pro		Form
Submission		IRS
Services

				SELF		Self		Self				-		-		-		-		-		-		-		-

						self-λ		self-λ				-		-		-		-		-		-		-		-

						Self		Soft				34%		3%		20%		54%		13%		48%		-24%		-36%

						self-λ		soft-λ				102%		69%		53%		92%		22%		49%		-37%		-32%

						Self		Paid				-17%		-39%		6%		5%		24%		12%		-31%		-13%

						self-λ		paid-λ				-51%		-56%		-16%		-17%		22%		-7%		-24%		-30%

				SOFT		Soft		Self				-26%		-8%		-22%		-37%		-10%		-34%		29%		30%

						soft-λ		self-λ				20%		38%		25%		-6%		12%		-59%		-6%		15%

						Soft		Soft				-		-		-		-		-		-		-		-

						soft-λ		soft-λ				-		-		-		-		-		-		-		-

						Soft		Paid				-32%		-60%		-11%		-32%		10%		-34%		-14%		11%

						soft-λ		paid-λ				-38%		-65%		-16%		-38%		9%		-36%		-10%		-0%

				PAID		Paid		Self				4%		142%		-15%		-10%		-23%		-2%		46%		21%

						paid-λ		self-λ				81%		294%		43%		45%		1%		-52%		-8%		4%

						Paid		Soft				38%		157%		9%		40%		-13%		52%		9%		-17%

						paid-λ		soft-λ				79%		259%		23%		72%		-8%		53%		-11%		-13%

						Paid		Paid				-		-		-		-		-		-		-		-

						paid-λ		paid-λ				-		-		-		-		-		-		-		-

						Preparation Method Population		Equation		Population N		Total Time		Form Completion		Record
Keeping		Tax
Planning		Gathering
Materials		Paid
Pro		Form
Submission		IRS
Services

				SELF		Self		Self		38,808,862		38,132,812		35,965,255		31,856,904		16,474,613		14,565,923		2,371,493		33,875,906		9,545,732

						self-λ		self-λ		38,808,862		38,132,812		35,965,255		31,856,904		16,474,613		14,565,923		2,371,493		33,875,906		9,545,732

						Self		Soft		38,808,862		38,132,812		35,965,255		31,856,904		16,474,613		14,565,923		2,371,493		33,875,906		9,545,732

						self-λ		soft-λ		38,808,862		38,132,812		35,965,255		31,856,904		16,474,613		14,565,923		2,371,493		33,875,906		9,545,732

						Self		Paid		38,808,862		38,132,812		35,965,255		31,856,904		16,474,613		14,565,923		2,371,493		33,875,906		9,545,732

						self-λ		paid-λ		38,808,862		38,132,812		35,965,255		31,856,904		16,474,613		14,565,923		2,371,493		33,875,906		9,545,732

				SOFT		Soft		Self		14,371,113		14,363,284		14,069,591		13,450,736		9,022,716		12,343,172		1,013,097		13,260,489		4,124,651

						soft-λ		self-λ		14,371,113		14,363,284		14,069,591		13,450,736		9,022,716		12,343,172		1,013,097		13,260,489		4,124,651

						Soft		Soft		14,371,113		14,363,284		14,069,591		13,450,736		9,022,716		12,343,172		1,013,097		13,260,489		4,124,651

						soft-λ		soft-λ		14,371,113		14,363,284		14,069,591		13,450,736		9,022,716		12,343,172		1,013,097		13,260,489		4,124,651

						Soft		Paid		14,371,113		14,363,284		14,069,591		13,450,736		9,022,716		12,343,172		1,013,097		13,260,489		4,124,651

						soft-λ		paid-λ		14,371,113		14,363,284		14,069,591		13,450,736		9,022,716		12,343,172		1,013,097		13,260,489		4,124,651

				PAID		Paid		Self		70,939,375		67,997,828		49,618,816		58,121,324		31,787,813		9,037,396		59,070,089		25,855,246		7,871,574

						paid-λ		self-λ		70,939,375		67,997,828		49,618,816		58,121,324		31,787,813		9,037,396		59,070,089		25,855,246		7,871,574

						Paid		Soft		70,939,375		67,997,828		49,618,816		58,121,324		31,787,813		9,037,396		59,070,089		25,855,246		7,871,574

						paid-λ		soft-λ		70,939,375		67,997,828		49,618,816		58,121,324		31,787,813		9,037,396		59,070,089		25,855,246		7,871,574

						Paid		Paid		70,939,375		67,997,828		49,618,816		58,121,324		31,787,813		9,037,396		59,070,089		25,855,246		7,871,574

						paid-λ		paid-λ		70,939,375		67,997,828		49,618,816		58,121,324		31,787,813		9,037,396		59,070,089		25,855,246		7,871,574

						Preparation Method Population		Equation		Population N		Total Time		Form Completion		Record
Keeping		Tax
Planning		Gathering
Materials		Paid
Pro		Form
Submission		IRS
Services

						Self		Self		- 0		648,848,868		160,865,464		282,039,972		107,180,045		27,784,688		4,990,536		47,679,457		18,308,675

						self-λ		self-λ		- 0		648,848,868		160,865,464		282,039,972		107,180,045		27,784,688		4,990,536		47,679,457		18,308,675

						Self		Soft		- 0		867,475,339		166,314,704		339,026,590		165,408,248		31,513,375		7,405,358		36,463,924		11,727,027

						self-λ		soft-λ		- 0		1,309,184,101		272,449,106		430,762,369		206,182,257		33,865,698		7,456,334		29,907,971		12,408,143

						Self		Paid		- 0		537,801,924		98,750,016		298,408,145		112,619,402		34,425,292		5,584,626		32,875,581		15,940,369

						self-λ		paid-λ		- 0		320,465,447		71,464,544		235,815,477		89,424,563		33,897,452		4,624,107		36,260,160		12,885,907

						Soft		Self		- 0		394,355,019		93,613,476		209,315,113		66,745,006		29,995,760		3,707,319		19,419,629		8,644,538

						soft-λ		self-λ		- 0		643,160,563		140,951,558		335,739,525		100,032,863		37,334,801		2,302,856		14,177,731		7,591,465

						Soft		Soft		- 0		536,050,251		101,798,671		267,660,775		105,893,748		33,437,395		5,575,749		15,055,429		6,628,339

						soft-λ		soft-λ		- 0		536,050,108		101,798,671		267,660,775		105,893,748		33,437,395		5,575,749		15,055,429		6,628,339

						Soft		Paid		- 0		364,714,228		41,166,189		237,093,977		71,563,813		36,811,969		3,681,555		12,961,842		7,354,025

						soft-λ		paid-λ		- 0		332,092,913		35,968,334		225,473,348		66,035,938		36,535,297		3,587,569		13,573,331		6,624,366

						Paid		Self		- 0		2,042,089,703		357,632,479		1,093,236,529		243,170,541		24,530,096		187,271,381		40,565,847		17,984,720

						paid-λ		self-λ		- 0		3,557,702,140		583,212,120		1,837,165,645		394,117,389		31,888,859		91,194,058		25,720,551		15,546,067

						Paid		Soft		- 0		2,712,394,616		380,419,672		1,390,375,985		379,369,433		27,575,970		290,684,914		30,274,838		12,403,514

						paid-λ		soft-λ		- 0		3,518,031,527		530,127,926		1,570,380,632		465,570,353		29,064,194		292,070,757		24,631,241		13,000,943

						Paid		Paid		- 0		1,965,985,854		147,868,885		1,281,300,859		271,019,527		31,653,426		191,446,514		27,818,926		14,877,676

						paid-λ		paid-λ		- 0		1,965,985,854		147,868,885		1,281,300,859		271,019,527		31,653,426		191,446,514		27,818,926		14,877,676
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Table 3

						Table 3.  Comparison of Self-Preparation and Software Time Burdens

										Tax Year 2000

								All Returns:				Returns with Positive Burdens:

								Average Time				Number of Returns				Average Time

								(in hours)				(in millions)				(in hours)

		SELF-PREPARERS						Self		Soft		Self		Soft		Self		Soft

		Recordkeeping						8.2		9.8		30.0		32.9		10.0		11.0

		Gathering Tax Materials						0.8		1.7		13.9		30.5		2.0		2.0

		Using IRS Services						0.5		0.2		9.3		9.1		2.1		1.9

		Using a Paid Professional						0.2		1.8		2.7		10.2		2.1		6.5

		Tax Planning						2.9		2.8		15.6		12.0		6.8		8.7

		Form Completion						4.3		5.1		33.9		35.6		4.6		5.3

		Form Submission						1.4		0.7		31.5		33.9		1.6		0.8

		TOTAL						18.1		22.2		36.8		36.8

		SOFTWARE PREPARERS

		Recordkeeping						13.6		17.3		17.7		18.6		15.4		18.5

		Gathering Tax Materials						1.2		2.2		8.6		17.2		2.7		2.6

		Using IRS Services						0.8		0.4		6.2		5.8		2.4		1.3

		Using a Paid Professional						0.1		0.3		1.0		1.4		1.9		4.9

		Tax Planning						7.0		8.4		12.1		12.8		11.5		13.2

		Form Completion						6.5		7.8		18.7		19.6		6.9		8.0

		Form Submission						1.4		0.9		17.2		18.4		1.6		1.0

		TOTAL						30.5		37.3		20.0		20.0





Table 2

		Table 2. Simulated Time and Money Burden per Return

		Under Alternative Preparation Methods - Tax Year 2000

						Time Burden (in hours)

						Simulated Preparation Method:

		Current Preparation Method				Self		Software		Paid

		Self				18.1		22.2		15.3

		Software				30.5		37.3		26.6

		Paid				28.0		35.8		27.5

						Money Burden (in dollars)

						Simulated Preparation Method:

		Current Preparation Method				Self		Software		Paid

		Self				$17.33		$29.93		$97.19

		Software				$29.88		$53.44		$249.67

		Paid				$91.26		$115.10		$243.24





Table 1

		Table 1 - Compliance Burden of Individual Taxpayers in Tax Year 2000, by Selected Characteristics

						Number of 
Returns (000s)		Time Burden
(000s of Hrs)		Hours per
Return		Money Burden
(000s of Dollars)		Dollars per
Return

				All Tax Returns		129,358		3,409,465		26.4		$19,367,232		$150

				By Taxpayer Type

				Wage and Investment		95,648		1,428,764		14.9		$7,088,540		$74

				Self-Employed		33,710		1,980,701		58.8		$12,278,692		$364

				By Preparation Method

				Paid Preparation		72,611		1,999,619		27.5		$17,661,982		$243

				Self Preparation w/o Software		36,757		664,035		18.1		$637,029		$17

				Software Preparation		19,989		745,811		37.3		$1,068,221		$53

				By Submission Method

				Paper		93,779		2,698,976		28.8		$14,441,332		$154

				TeleFile		3,342		31,868		9.5		$14,215		$4

				Other e-File		32,237		678,620		21.1		$4,911,684		$152





Table 7

		Table 9.  Change in Average Time and Money Burdens Under Alternative Preparation Methods:

		With and Without Conditional Selection Control

		Simulations Using Data From Taxpayer Interviews, Tax Years 1999 and 2000

								Without Conditional Selection Control								With Conditional Selection Control

								Total		Form		Record		Money		Total		Form		Record		Money

								Time		Completion		Keeping		Burden		Time		Completion		Keeping		Burden

								(in hours)		(in hours)		(in hours)		(in $)		(in hours)		(in hours)		(in hours)		(in $)

		SELF PREPAPERS

		Self Preparation						-		-		-		-		-		-		-		-

		Software Preparation						5.7		0.2		1.8		$12		17.3		3.1		4.7		$15

		Paid Preparation						-2.9		-1.7		0.5		$80		-8.6		-2.5		-1.5		$38

		SOFTWARE USERS

		Self Preparation						-9.9		-0.6		-4.3		-$15		7.5		2.8		5.1		-$11

		Software Preparation						-		-		-		-		-		-		-		-

		Paid Preparation						-11.9		-4.3		-2.3		$232		-14.2		-4.7		-3.1		$209

		PAID PREPARER USERS

		Self Preparation						1.1		4.2		-3.2		-$228		23.4		8.8		9.6		-$223

		Software Preparation						11		4.7		1.9		-$216		22.8		7.7		5		-$212

		Paid Preparation						-		-		-		-		-		-		-		-

		Source:  IBM Consulting, Simulations with ITBM Sample File





Table 6

		Table 6.  Average Time and Money Burdens Under Alternative Preparation Methods:

		With and Without Conditional Selection Control

		Simulations Using Data From Taxpayer Interviews, Tax Years 1999 and 2000

								Without Conditional Selection Control								With Conditional Selection Control

								Total		Form		Record		Money		Total		Form		Record		Money

								Time		Completion		Keeping		Burden		Time		Completion		Keeping		Burden

								(in hours)		(in hours)		(in hours)		(in $)		(in hours)		(in hours)		(in hours)		(in $)

		SELF PREPAPERS

		Self Preparation						17		4.5		18.9		$24		17		4.5		18.9		$24

		Software Preparation						22.7		4.6		10.6		$35		34.3		7.6		13.5		$39

		Paid Preparation						14.1		2.7		9.4		$103		8.4		2		7.4		$61

		SOFTWARE USERS

		Self Preparation						27.5		6.7		15.6		$57		44.8		10		25		$61

		Software Preparation						37.3		7.2		19.9		$72		37.3		7.2		19.9		$72

		Paid Preparation						25.4		2.9		17.6		$305		23.1		2.6		16.8		$281

		PAID PREPARER USERS

		Self Preparation						30		7.2		18.8		$58		52.3		11.8		31.6		$62

		Software Preparation						39.9		7.7		23.9		$69		51.7		10.7		27		$73

		Paid Preparation						28.9		3		22		$286		28.9		3		22		$286

		Source:  IBM Consulting, Simulations with ITBM Sample File





Cost shares

		SHARES OF TIME BURDENS BY ACTIVITY

										Total Time		Form Completion		Record
Keeping		Tax
Planning		Gathering
Materials		Paid
Pro		Form
Submission		IRS
Services

		TOTAL HOURS

		Self								17.0		4.5		8.9		6.5		1.9		2.1		1.4		1.9

		Software								37.3		7.2		19.9		11.7		2.7		5.5		1.1		1.6

		Paid								28.9		3.0		22.0		8.5		3.5		3.2		1.1		1.9

		SHARES BY ACTIVITY

		Self								100.0%		26.3%		52.0%		38.2%		11.2%		12.4%		8.3%		11.3%

		Software								100.0%		19.4%		53.3%		31.4%		7.3%		14.7%		3.0%		4.3%

		Paid								100.0%		10.3%		76.2%		29.5%		12.1%		11.2%		3.7%		6.5%

		This does not work





TABLES

						TABLE 2.
Time and Money Under Alternate Preparation Regimes
With and without Conditional Selection Control

						Preparation Method Population		Equation				Total Time		Form Completion		Record
Keeping		Tax
Planning		Gathering
Materials		Paid
Pro		Form
Submission		IRS
Services

				SELF		Self		Self				17.0		4.5		8.9		6.5		1.9		2.1		1.4		1.9

						self-λ		self-λ				17.0		4.5		8.9		6.5		1.9		2.1		1.4		1.9

						Self		Soft				22.7		4.6		10.6		10.0		2.2		3.1		1.1		1.2

						self-λ		soft-λ				34.3		7.6		13.5		12.5		2.3		3.1		0.9		1.3

						Self		Paid				14.1		2.7		9.4		6.8		2.4		2.4		1.0		1.7

						self-λ		paid-λ				8.4		2.0		7.4		5.4		2.3		1.9		1.1		1.3

				SOFT		Soft		Self				27.5		6.7		15.6		7.4		2.4		3.7		1.5		2.1

						soft-λ		self-λ				44.8		10.0		25.0		11.1		3.0		2.3		1.1		1.8

						Soft		Soft				37.3		7.2		19.9		11.7		2.7		5.5		1.1		1.6

						soft-λ		soft-λ				37.3		7.2		19.9		11.7		2.7		5.5		1.1		1.6

						Soft		Paid				25.4		2.9		17.6		7.9		3.0		3.6		1.0		1.8

						soft-λ		paid-λ				23.1		2.6		16.8		7.3		3.0		3.5		1.0		1.6

				PAID		Paid		Self				30.0		7.2		18.8		7.6		2.7		3.2		1.6		2.3

						paid-λ		self-λ				52.3		11.8		31.6		12.4		3.5		1.5		1.0		2.0

						Paid		Soft				39.9		7.7		23.9		11.9		3.1		4.9		1.2		1.6

						paid-λ		soft-λ				51.7		10.7		27.0		14.6		3.2		4.9		1.0		1.7

						Paid		Paid				28.9		3.0		22.0		8.5		3.5		3.2		1.1		1.9

						paid-λ		paid-λ				28.9		3.0		22.0		8.5		3.5		3.2		1.1		1.9

						TABLE 3.
Time and Money Under Alternate Preparation Regimes: Absolute Changes
With and without Conditional Selection Control

						Preparation Method Population		Equation				Total Time		Form Completion		Record
Keeping		Tax
Planning		Gathering
Materials		Paid
Pro		Form
Submission		IRS
Services

				SELF		Self		Self				-		-		-		-		-		-		-		-

						self-λ		self-λ				-		-		-		-		-		-		-		-

						Self		Soft				5.7		0.2		1.8		3.5		0.3		1.0		-0.3		-0.7

						self-λ		soft-λ				17.3		3.1		4.7		6.0		0.4		1.0		-0.5		-0.6

						Self		Paid				-2.9		-1.7		0.5		0.3		0.5		0.3		-0.4		-0.2

						self-λ		paid-λ				-8.6		-2.5		-1.5		-1.1		0.4		-0.2		-0.3		-0.6

				SOFT		Soft		Self				-9.9		-0.6		-4.3		-4.3		-0.3		-1.8		0.3		0.5

						soft-λ		self-λ				7.5		2.8		5.1		-0.6		0.3		-3.2		-0.1		0.2

						Soft		Soft				-		-		-		-		-		-		-		-

						soft-λ		soft-λ				-		-		-		-		-		-		-		-

						Soft		Paid				-11.9		-4.3		-2.3		-3.8		0.3		-1.9		-0.2		0.2

						soft-λ		paid-λ				-14.2		-4.7		-3.1		-4.4		0.3		-2.0		-0.1		-0.0

				PAID		Paid		Self				1.1		4.2		-3.2		-0.9		-0.8		-0.1		0.5		0.4

						paid-λ		self-λ				23.4		8.8		9.6		3.9		0.0		-1.7		-0.1		0.1

						Paid		Soft				11.0		4.7		1.9		3.4		-0.5		1.7		0.1		-0.3

						paid-λ		soft-λ				22.8		7.7		5.0		6.1		-0.3		1.7		-0.1		-0.2

						Paid		Paid				-		-		-		-		-		-		-		-

						paid-λ		paid-λ				-		-		-		-		-		-		-		-

						TABLE 4.
Time and Money: Percent Change Under Alternate Preparation Regimes
With and Without Conditional Selection Controls

						Preparation Method Population		Equation				Total Time		Form Completion		Record
Keeping		Tax
Planning		Gathering
Materials		Paid
Pro		Form
Submission		IRS
Services

				SELF		Self		Self				-		-		-		-		-		-		-		-

						self-λ		self-λ				-		-		-		-		-		-		-		-

						Self		Soft				34%		3%		20%		54%		13%		48%		-24%		-36%

						self-λ		soft-λ				102%		69%		53%		92%		22%		49%		-37%		-32%

						Self		Paid				-17%		-39%		6%		5%		24%		12%		-31%		-13%

						self-λ		paid-λ				-51%		-56%		-16%		-17%		22%		-7%		-24%		-30%

				SOFT		Soft		Self				-26%		-8%		-22%		-37%		-10%		-34%		29%		30%

						soft-λ		self-λ				20%		38%		25%		-6%		12%		-59%		-6%		15%

						Soft		Soft				-		-		-		-		-		-		-		-

						soft-λ		soft-λ				-		-		-		-		-		-		-		-

						Soft		Paid				-32%		-60%		-11%		-32%		10%		-34%		-14%		11%

						soft-λ		paid-λ				-38%		-65%		-16%		-38%		9%		-36%		-10%		-0%

				PAID		Paid		Self				4%		142%		-15%		-10%		-23%		-2%		46%		21%

						paid-λ		self-λ				81%		294%		43%		45%		1%		-52%		-8%		4%

						Paid		Soft				38%		157%		9%		40%		-13%		52%		9%		-17%

						paid-λ		soft-λ				79%		259%		23%		72%		-8%		53%		-11%		-13%

						Paid		Paid				-		-		-		-		-		-		-		-

						paid-λ		paid-λ				-		-		-		-		-		-		-		-

						TABLE 5.
Incidence Ns (number of taxpayers (weighted) reporting incidence)

						Preparation Method Population		Equation		Population N		Total Time		Form Completion		Record
Keeping		Tax
Planning		Gathering
Materials		Paid
Pro		Form
Submission		IRS
Services

				SELF		Self		Self		38,808,862		38,132,812		35,965,255		31,856,904		16,474,613		14,565,923		2,371,493		33,875,906		9,545,732

						self-λ		self-λ		38,808,862		38,132,812		35,965,255		31,856,904		16,474,613		14,565,923		2,371,493		33,875,906		9,545,732

						Self		Soft		38,808,862		38,132,812		35,965,255		31,856,904		16,474,613		14,565,923		2,371,493		33,875,906		9,545,732

						self-λ		soft-λ		38,808,862		38,132,812		35,965,255		31,856,904		16,474,613		14,565,923		2,371,493		33,875,906		9,545,732

						Self		Paid		38,808,862		38,132,812		35,965,255		31,856,904		16,474,613		14,565,923		2,371,493		33,875,906		9,545,732

						self-λ		paid-λ		38,808,862		38,132,812		35,965,255		31,856,904		16,474,613		14,565,923		2,371,493		33,875,906		9,545,732

				SOFT		Soft		Self		14,371,113		14,363,284		14,069,591		13,450,736		9,022,716		12,343,172		1,013,097		13,260,489		4,124,651

						soft-λ		self-λ		14,371,113		14,363,284		14,069,591		13,450,736		9,022,716		12,343,172		1,013,097		13,260,489		4,124,651

						Soft		Soft		14,371,113		14,363,284		14,069,591		13,450,736		9,022,716		12,343,172		1,013,097		13,260,489		4,124,651

						soft-λ		soft-λ		14,371,113		14,363,284		14,069,591		13,450,736		9,022,716		12,343,172		1,013,097		13,260,489		4,124,651

						Soft		Paid		14,371,113		14,363,284		14,069,591		13,450,736		9,022,716		12,343,172		1,013,097		13,260,489		4,124,651

						soft-λ		paid-λ		14,371,113		14,363,284		14,069,591		13,450,736		9,022,716		12,343,172		1,013,097		13,260,489		4,124,651

				PAID		Paid		Self		70,939,375		67,997,828		49,618,816		58,121,324		31,787,813		9,037,396		59,070,089		25,855,246		7,871,574

						paid-λ		self-λ		70,939,375		67,997,828		49,618,816		58,121,324		31,787,813		9,037,396		59,070,089		25,855,246		7,871,574

						Paid		Soft		70,939,375		67,997,828		49,618,816		58,121,324		31,787,813		9,037,396		59,070,089		25,855,246		7,871,574

						paid-λ		soft-λ		70,939,375		67,997,828		49,618,816		58,121,324		31,787,813		9,037,396		59,070,089		25,855,246		7,871,574

						Paid		Paid		70,939,375		67,997,828		49,618,816		58,121,324		31,787,813		9,037,396		59,070,089		25,855,246		7,871,574

						paid-λ		paid-λ		70,939,375		67,997,828		49,618,816		58,121,324		31,787,813		9,037,396		59,070,089		25,855,246		7,871,574

						TABLE 6.
Total Burden (based on those with some level of positive burden)

						Preparation Method Population		Equation		Population N		Total Time		Form Completion		Record
Keeping		Tax
Planning		Gathering
Materials		Paid
Pro		Form
Submission		IRS
Services

						Self		Self		- 0		648,848,868		160,865,464		282,039,972		107,180,045		27,784,688		4,990,536		47,679,457		18,308,675

						self-λ		self-λ		- 0		648,848,868		160,865,464		282,039,972		107,180,045		27,784,688		4,990,536		47,679,457		18,308,675

						Self		Soft		- 0		867,475,339		166,314,704		339,026,590		165,408,248		31,513,375		7,405,358		36,463,924		11,727,027

						self-λ		soft-λ		- 0		1,309,184,101		272,449,106		430,762,369		206,182,257		33,865,698		7,456,334		29,907,971		12,408,143

						Self		Paid		- 0		537,801,924		98,750,016		298,408,145		112,619,402		34,425,292		5,584,626		32,875,581		15,940,369

						self-λ		paid-λ		- 0		320,465,447		71,464,544		235,815,477		89,424,563		33,897,452		4,624,107		36,260,160		12,885,907

						Soft		Self		- 0		394,355,019		93,613,476		209,315,113		66,745,006		29,995,760		3,707,319		19,419,629		8,644,538

						soft-λ		self-λ		- 0		643,160,563		140,951,558		335,739,525		100,032,863		37,334,801		2,302,856		14,177,731		7,591,465

						Soft		Soft		- 0		536,050,251		101,798,671		267,660,775		105,893,748		33,437,395		5,575,749		15,055,429		6,628,339

						soft-λ		soft-λ		- 0		536,050,108		101,798,671		267,660,775		105,893,748		33,437,395		5,575,749		15,055,429		6,628,339

						Soft		Paid		- 0		364,714,228		41,166,189		237,093,977		71,563,813		36,811,969		3,681,555		12,961,842		7,354,025

						soft-λ		paid-λ		- 0		332,092,913		35,968,334		225,473,348		66,035,938		36,535,297		3,587,569		13,573,331		6,624,366

						Paid		Self		- 0		2,042,089,703		357,632,479		1,093,236,529		243,170,541		24,530,096		187,271,381		40,565,847		17,984,720

						paid-λ		self-λ		- 0		3,557,702,140		583,212,120		1,837,165,645		394,117,389		31,888,859		91,194,058		25,720,551		15,546,067

						Paid		Soft		- 0		2,712,394,616		380,419,672		1,390,375,985		379,369,433		27,575,970		290,684,914		30,274,838		12,403,514

						paid-λ		soft-λ		- 0		3,518,031,527		530,127,926		1,570,380,632		465,570,353		29,064,194		292,070,757		24,631,241		13,000,943

						Paid		Paid		- 0		1,965,985,854		147,868,885		1,281,300,859		271,019,527		31,653,426		191,446,514		27,818,926		14,877,676

						paid-λ		paid-λ		- 0		1,965,985,854		147,868,885		1,281,300,859		271,019,527		31,653,426		191,446,514		27,818,926		14,877,676
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Table 3

						Table 3.  Comparison of Self-Preparation and Software Time Burdens

										Tax Year 2000

								All Returns:				Returns with Positive Burdens:

								Average Time				Number of Returns				Average Time

								(in hours)				(in millions)				(in hours)

		SELF-PREPARERS						Self		Soft		Self		Soft		Self		Soft

		Recordkeeping						8.2		9.8		30.0		32.9		10.0		11.0

		Gathering Tax Materials						0.8		1.7		13.9		30.5		2.0		2.0

		Using IRS Services						0.5		0.2		9.3		9.1		2.1		1.9

		Using a Paid Professional						0.2		1.8		2.7		10.2		2.1		6.5

		Tax Planning						2.9		2.8		15.6		12.0		6.8		8.7

		Form Completion						4.3		5.1		33.9		35.6		4.6		5.3

		Form Submission						1.4		0.7		31.5		33.9		1.6		0.8

		TOTAL						18.1		22.2		36.8		36.8

		SOFTWARE PREPARERS

		Recordkeeping						13.6		17.3		17.7		18.6		15.4		18.5

		Gathering Tax Materials						1.2		2.2		8.6		17.2		2.7		2.6

		Using IRS Services						0.8		0.4		6.2		5.8		2.4		1.3

		Using a Paid Professional						0.1		0.3		1.0		1.4		1.9		4.9

		Tax Planning						7.0		8.4		12.1		12.8		11.5		13.2

		Form Completion						6.5		7.8		18.7		19.6		6.9		8.0

		Form Submission						1.4		0.9		17.2		18.4		1.6		1.0

		TOTAL						30.5		37.3		20.0		20.0





Table 2

		Table 2. Simulated Time and Money Burden per Return

		Under Alternative Preparation Methods - Tax Year 2000

						Time Burden (in hours)

						Simulated Preparation Method:

		Current Preparation Method				Self		Software		Paid

		Self				18.1		22.2		15.3

		Software				30.5		37.3		26.6

		Paid				28.0		35.8		27.5

						Money Burden (in dollars)

						Simulated Preparation Method:

		Current Preparation Method				Self		Software		Paid

		Self				$17.33		$29.93		$97.19

		Software				$29.88		$53.44		$249.67

		Paid				$91.26		$115.10		$243.24





Table 1

		Table 1 - Compliance Burden of Individual Taxpayers in Tax Year 2000, by Selected Characteristics

						Number of 
Returns (000s)		Time Burden
(000s of Hrs)		Hours per
Return		Money Burden
(000s of Dollars)		Dollars per
Return

				All Tax Returns		129,358		3,409,465		26.4		$19,367,232		$150

				By Taxpayer Type

				Wage and Investment		95,648		1,428,764		14.9		$7,088,540		$74

				Self-Employed		33,710		1,980,701		58.8		$12,278,692		$364

				By Preparation Method

				Paid Preparation		72,611		1,999,619		27.5		$17,661,982		$243

				Self Preparation w/o Software		36,757		664,035		18.1		$637,029		$17

				Software Preparation		19,989		745,811		37.3		$1,068,221		$53

				By Submission Method

				Paper		93,779		2,698,976		28.8		$14,441,332		$154

				TeleFile		3,342		31,868		9.5		$14,215		$4

				Other e-File		32,237		678,620		21.1		$4,911,684		$152





Table 7

		Table 7.  Change in Average Time and Money Burdens Under Alternative Preparation Methods:

		With and Without Conditional Selection Control

		Simulations Using Data From Taxpayer Interviews, Tax Years 1999 and 2000

								Without Conditional Selection Control								With Conditional Selection Control

								Total		Form		Record		Money		Total		Form		Record		Money

								Time		Completion		Keeping		Burden		Time		Completion		Keeping		Burden

								(in hours)		(in hours)		(in hours)		(in $)		(in hours)		(in hours)		(in hours)		(in $)

		SELF PREPAPERS

		Self Preparation						-		-		-		-		-		-		-		-

		Software Preparation						5.7		0.2		1.8				17.3		3.1		4.7

		Paid Preparation						-2.9		-1.7		0.5				-8.6		-2.5		-1.5

		SOFTWARE USERS

		Self Preparation						-9.9		-0.6		-4.3				7.5		2.8		5.1

		Software Preparation						-		-		-		-		-		-		-		-

		Paid Preparation						-11.9		-4.3		-2.3				-14.2		-4.7		-3.1

		PAID PREPARER USERS

		Self Preparation						1.1		4.2		-3.2				23.4		8.8		9.6

		Software Preparation						11		4.7		1.9				22.8		7.7		5

		Paid Preparation						-		-		-		-		-		-		-		-

		Source:  IBM Consulting, Simulations with ITBM Sample File





Table 6

		Table 8.  Average Time and Money Burdens Under Alternative Preparation Methods:

		With and Without Conditional Selection Control

		Simulations Using Data From Taxpayer Interviews, Tax Years 1999 and 2000

								Without Conditional Selection Control								With Conditional Selection Control

								Total		Form		Record		Money		Total		Form		Record		Money

								Time		Completion		Keeping		Burden		Time		Completion		Keeping		Burden

								(in hours)		(in hours)		(in hours)		(in $)		(in hours)		(in hours)		(in hours)		(in $)

		SELF PREPAPERS

		Self Preparation						17		4.5		18.9		$24		17		4.5		18.9		$24

		Software Preparation						22.7		4.6		10.6		$35		34.3		7.6		13.5		$39

		Paid Preparation						14.1		2.7		9.4		$103		8.4		2		7.4		$61

		SOFTWARE USERS

		Self Preparation						27.5		6.7		15.6		$57		44.8		10		25		$61

		Software Preparation						37.3		7.2		19.9		$72		37.3		7.2		19.9		$72

		Paid Preparation						25.4		2.9		17.6		$305		23.1		2.6		16.8		$281

		PAID PREPARER USERS

		Self Preparation						30		7.2		18.8		$58		52.3		11.8		31.6		$62

		Software Preparation						39.9		7.7		23.9		$69		51.7		10.7		27		$73

		Paid Preparation						28.9		3		22		$286		28.9		3		22		$286

		Source:  IBM Consulting, Simulations with ITBM Sample File





Cost shares

		SHARES OF TIME BURDENS BY ACTIVITY

										Total Time		Form Completion		Record
Keeping		Tax
Planning		Gathering
Materials		Paid
Pro		Form
Submission		IRS
Services

		TOTAL HOURS

		Self								17.0		4.5		8.9		6.5		1.9		2.1		1.4		1.9

		Software								37.3		7.2		19.9		11.7		2.7		5.5		1.1		1.6

		Paid								28.9		3.0		22.0		8.5		3.5		3.2		1.1		1.9

		SHARES BY ACTIVITY

		Self								100.0%		26.3%		52.0%		38.2%		11.2%		12.4%		8.3%		11.3%

		Software								100.0%		19.4%		53.3%		31.4%		7.3%		14.7%		3.0%		4.3%

		Paid								100.0%		10.3%		76.2%		29.5%		12.1%		11.2%		3.7%		6.5%

		This does not work





TABLES

						TABLE 2.
Time and Money Under Alternate Preparation Regimes
With and without Conditional Selection Control

						Preparation Method Population		Equation				Total Time		Form Completion		Record
Keeping		Tax
Planning		Gathering
Materials		Paid
Pro		Form
Submission		IRS
Services

				SELF		Self		Self				17.0		4.5		8.9		6.5		1.9		2.1		1.4		1.9

						self-λ		self-λ				17.0		4.5		8.9		6.5		1.9		2.1		1.4		1.9

						Self		Soft				22.7		4.6		10.6		10.0		2.2		3.1		1.1		1.2

						self-λ		soft-λ				34.3		7.6		13.5		12.5		2.3		3.1		0.9		1.3

						Self		Paid				14.1		2.7		9.4		6.8		2.4		2.4		1.0		1.7

						self-λ		paid-λ				8.4		2.0		7.4		5.4		2.3		1.9		1.1		1.3

				SOFT		Soft		Self				27.5		6.7		15.6		7.4		2.4		3.7		1.5		2.1

						soft-λ		self-λ				44.8		10.0		25.0		11.1		3.0		2.3		1.1		1.8

						Soft		Soft				37.3		7.2		19.9		11.7		2.7		5.5		1.1		1.6

						soft-λ		soft-λ				37.3		7.2		19.9		11.7		2.7		5.5		1.1		1.6

						Soft		Paid				25.4		2.9		17.6		7.9		3.0		3.6		1.0		1.8

						soft-λ		paid-λ				23.1		2.6		16.8		7.3		3.0		3.5		1.0		1.6

				PAID		Paid		Self				30.0		7.2		18.8		7.6		2.7		3.2		1.6		2.3

						paid-λ		self-λ				52.3		11.8		31.6		12.4		3.5		1.5		1.0		2.0

						Paid		Soft				39.9		7.7		23.9		11.9		3.1		4.9		1.2		1.6

						paid-λ		soft-λ				51.7		10.7		27.0		14.6		3.2		4.9		1.0		1.7

						Paid		Paid				28.9		3.0		22.0		8.5		3.5		3.2		1.1		1.9

						paid-λ		paid-λ				28.9		3.0		22.0		8.5		3.5		3.2		1.1		1.9

						TABLE 3.
Time and Money Under Alternate Preparation Regimes: Absolute Changes
With and without Conditional Selection Control

						Preparation Method Population		Equation				Total Time		Form Completion		Record
Keeping		Tax
Planning		Gathering
Materials		Paid
Pro		Form
Submission		IRS
Services

				SELF		Self		Self				-		-		-		-		-		-		-		-

						self-λ		self-λ				-		-		-		-		-		-		-		-

						Self		Soft				5.7		0.2		1.8		3.5		0.3		1.0		-0.3		-0.7

						self-λ		soft-λ				17.3		3.1		4.7		6.0		0.4		1.0		-0.5		-0.6

						Self		Paid				-2.9		-1.7		0.5		0.3		0.5		0.3		-0.4		-0.2

						self-λ		paid-λ				-8.6		-2.5		-1.5		-1.1		0.4		-0.2		-0.3		-0.6

				SOFT		Soft		Self				-9.9		-0.6		-4.3		-4.3		-0.3		-1.8		0.3		0.5

						soft-λ		self-λ				7.5		2.8		5.1		-0.6		0.3		-3.2		-0.1		0.2

						Soft		Soft				-		-		-		-		-		-		-		-

						soft-λ		soft-λ				-		-		-		-		-		-		-		-

						Soft		Paid				-11.9		-4.3		-2.3		-3.8		0.3		-1.9		-0.2		0.2

						soft-λ		paid-λ				-14.2		-4.7		-3.1		-4.4		0.3		-2.0		-0.1		-0.0

				PAID		Paid		Self				1.1		4.2		-3.2		-0.9		-0.8		-0.1		0.5		0.4

						paid-λ		self-λ				23.4		8.8		9.6		3.9		0.0		-1.7		-0.1		0.1

						Paid		Soft				11.0		4.7		1.9		3.4		-0.5		1.7		0.1		-0.3

						paid-λ		soft-λ				22.8		7.7		5.0		6.1		-0.3		1.7		-0.1		-0.2

						Paid		Paid				-		-		-		-		-		-		-		-

						paid-λ		paid-λ				-		-		-		-		-		-		-		-

						TABLE 4.
Time and Money: Percent Change Under Alternate Preparation Regimes
With and Without Conditional Selection Controls

						Preparation Method Population		Equation				Total Time		Form Completion		Record
Keeping		Tax
Planning		Gathering
Materials		Paid
Pro		Form
Submission		IRS
Services

				SELF		Self		Self				-		-		-		-		-		-		-		-

						self-λ		self-λ				-		-		-		-		-		-		-		-

						Self		Soft				34%		3%		20%		54%		13%		48%		-24%		-36%

						self-λ		soft-λ				102%		69%		53%		92%		22%		49%		-37%		-32%

						Self		Paid				-17%		-39%		6%		5%		24%		12%		-31%		-13%

						self-λ		paid-λ				-51%		-56%		-16%		-17%		22%		-7%		-24%		-30%

				SOFT		Soft		Self				-26%		-8%		-22%		-37%		-10%		-34%		29%		30%

						soft-λ		self-λ				20%		38%		25%		-6%		12%		-59%		-6%		15%

						Soft		Soft				-		-		-		-		-		-		-		-

						soft-λ		soft-λ				-		-		-		-		-		-		-		-

						Soft		Paid				-32%		-60%		-11%		-32%		10%		-34%		-14%		11%

						soft-λ		paid-λ				-38%		-65%		-16%		-38%		9%		-36%		-10%		-0%

				PAID		Paid		Self				4%		142%		-15%		-10%		-23%		-2%		46%		21%

						paid-λ		self-λ				81%		294%		43%		45%		1%		-52%		-8%		4%

						Paid		Soft				38%		157%		9%		40%		-13%		52%		9%		-17%

						paid-λ		soft-λ				79%		259%		23%		72%		-8%		53%		-11%		-13%

						Paid		Paid				-		-		-		-		-		-		-		-

						paid-λ		paid-λ				-		-		-		-		-		-		-		-

						TABLE 5.
Incidence Ns (number of taxpayers (weighted) reporting incidence)

						Preparation Method Population		Equation		Population N		Total Time		Form Completion		Record
Keeping		Tax
Planning		Gathering
Materials		Paid
Pro		Form
Submission		IRS
Services

				SELF		Self		Self		38,808,862		38,132,812		35,965,255		31,856,904		16,474,613		14,565,923		2,371,493		33,875,906		9,545,732

						self-λ		self-λ		38,808,862		38,132,812		35,965,255		31,856,904		16,474,613		14,565,923		2,371,493		33,875,906		9,545,732

						Self		Soft		38,808,862		38,132,812		35,965,255		31,856,904		16,474,613		14,565,923		2,371,493		33,875,906		9,545,732

						self-λ		soft-λ		38,808,862		38,132,812		35,965,255		31,856,904		16,474,613		14,565,923		2,371,493		33,875,906		9,545,732

						Self		Paid		38,808,862		38,132,812		35,965,255		31,856,904		16,474,613		14,565,923		2,371,493		33,875,906		9,545,732

						self-λ		paid-λ		38,808,862		38,132,812		35,965,255		31,856,904		16,474,613		14,565,923		2,371,493		33,875,906		9,545,732

				SOFT		Soft		Self		14,371,113		14,363,284		14,069,591		13,450,736		9,022,716		12,343,172		1,013,097		13,260,489		4,124,651

						soft-λ		self-λ		14,371,113		14,363,284		14,069,591		13,450,736		9,022,716		12,343,172		1,013,097		13,260,489		4,124,651

						Soft		Soft		14,371,113		14,363,284		14,069,591		13,450,736		9,022,716		12,343,172		1,013,097		13,260,489		4,124,651

						soft-λ		soft-λ		14,371,113		14,363,284		14,069,591		13,450,736		9,022,716		12,343,172		1,013,097		13,260,489		4,124,651

						Soft		Paid		14,371,113		14,363,284		14,069,591		13,450,736		9,022,716		12,343,172		1,013,097		13,260,489		4,124,651

						soft-λ		paid-λ		14,371,113		14,363,284		14,069,591		13,450,736		9,022,716		12,343,172		1,013,097		13,260,489		4,124,651

				PAID		Paid		Self		70,939,375		67,997,828		49,618,816		58,121,324		31,787,813		9,037,396		59,070,089		25,855,246		7,871,574

						paid-λ		self-λ		70,939,375		67,997,828		49,618,816		58,121,324		31,787,813		9,037,396		59,070,089		25,855,246		7,871,574

						Paid		Soft		70,939,375		67,997,828		49,618,816		58,121,324		31,787,813		9,037,396		59,070,089		25,855,246		7,871,574

						paid-λ		soft-λ		70,939,375		67,997,828		49,618,816		58,121,324		31,787,813		9,037,396		59,070,089		25,855,246		7,871,574

						Paid		Paid		70,939,375		67,997,828		49,618,816		58,121,324		31,787,813		9,037,396		59,070,089		25,855,246		7,871,574

						paid-λ		paid-λ		70,939,375		67,997,828		49,618,816		58,121,324		31,787,813		9,037,396		59,070,089		25,855,246		7,871,574

						TABLE 6.
Total Burden (based on those with some level of positive burden)

						Preparation Method Population		Equation		Population N		Total Time		Form Completion		Record
Keeping		Tax
Planning		Gathering
Materials		Paid
Pro		Form
Submission		IRS
Services

						Self		Self		- 0		648,848,868		160,865,464		282,039,972		107,180,045		27,784,688		4,990,536		47,679,457		18,308,675

						self-λ		self-λ		- 0		648,848,868		160,865,464		282,039,972		107,180,045		27,784,688		4,990,536		47,679,457		18,308,675

						Self		Soft		- 0		867,475,339		166,314,704		339,026,590		165,408,248		31,513,375		7,405,358		36,463,924		11,727,027

						self-λ		soft-λ		- 0		1,309,184,101		272,449,106		430,762,369		206,182,257		33,865,698		7,456,334		29,907,971		12,408,143

						Self		Paid		- 0		537,801,924		98,750,016		298,408,145		112,619,402		34,425,292		5,584,626		32,875,581		15,940,369

						self-λ		paid-λ		- 0		320,465,447		71,464,544		235,815,477		89,424,563		33,897,452		4,624,107		36,260,160		12,885,907

						Soft		Self		- 0		394,355,019		93,613,476		209,315,113		66,745,006		29,995,760		3,707,319		19,419,629		8,644,538

						soft-λ		self-λ		- 0		643,160,563		140,951,558		335,739,525		100,032,863		37,334,801		2,302,856		14,177,731		7,591,465

						Soft		Soft		- 0		536,050,251		101,798,671		267,660,775		105,893,748		33,437,395		5,575,749		15,055,429		6,628,339

						soft-λ		soft-λ		- 0		536,050,108		101,798,671		267,660,775		105,893,748		33,437,395		5,575,749		15,055,429		6,628,339

						Soft		Paid		- 0		364,714,228		41,166,189		237,093,977		71,563,813		36,811,969		3,681,555		12,961,842		7,354,025

						soft-λ		paid-λ		- 0		332,092,913		35,968,334		225,473,348		66,035,938		36,535,297		3,587,569		13,573,331		6,624,366

						Paid		Self		- 0		2,042,089,703		357,632,479		1,093,236,529		243,170,541		24,530,096		187,271,381		40,565,847		17,984,720

						paid-λ		self-λ		- 0		3,557,702,140		583,212,120		1,837,165,645		394,117,389		31,888,859		91,194,058		25,720,551		15,546,067

						Paid		Soft		- 0		2,712,394,616		380,419,672		1,390,375,985		379,369,433		27,575,970		290,684,914		30,274,838		12,403,514

						paid-λ		soft-λ		- 0		3,518,031,527		530,127,926		1,570,380,632		465,570,353		29,064,194		292,070,757		24,631,241		13,000,943

						Paid		Paid		- 0		1,965,985,854		147,868,885		1,281,300,859		271,019,527		31,653,426		191,446,514		27,818,926		14,877,676

						paid-λ		paid-λ		- 0		1,965,985,854		147,868,885		1,281,300,859		271,019,527		31,653,426		191,446,514		27,818,926		14,877,676
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Table 3

						Table 3.  Comparison of Self-Preparation and Software Time Burdens

										Tax Year 2000

								All Returns:				Returns with Positive Burdens:

								Average Time				Number of Returns				Average Time

								(in hours)				(in millions)				(in hours)

		SELF-PREPARERS						Self		Soft		Self		Soft		Self		Soft

		Recordkeeping						8.2		9.8		30.0		32.9		10.0		11.0

		Gathering Tax Materials						0.8		1.7		13.9		30.5		2.0		2.0

		Using IRS Services						0.5		0.2		9.3		9.1		2.1		1.9

		Using a Paid Professional						0.2		1.8		2.7		10.2		2.1		6.5

		Tax Planning						2.9		2.8		15.6		12.0		6.8		8.7

		Form Completion						4.3		5.1		33.9		35.6		4.6		5.3

		Form Submission						1.4		0.7		31.5		33.9		1.6		0.8

		TOTAL						18.1		22.2		36.8		36.8

		SOFTWARE PREPARERS

		Recordkeeping						13.6		17.3		17.7		18.6		15.4		18.5

		Gathering Tax Materials						1.2		2.2		8.6		17.2		2.7		2.6

		Using IRS Services						0.8		0.4		6.2		5.8		2.4		1.3

		Using a Paid Professional						0.1		0.3		1.0		1.4		1.9		4.9

		Tax Planning						7.0		8.4		12.1		12.8		11.5		13.2

		Form Completion						6.5		7.8		18.7		19.6		6.9		8.0

		Form Submission						1.4		0.9		17.2		18.4		1.6		1.0

		TOTAL						30.5		37.3		20.0		20.0





Table 2

		Table 2. Simulated Time and Money Burden per Return

		Under Alternative Preparation Methods - Tax Year 2000

						Time Burden (in hours)

						Simulated Preparation Method:

		Current Preparation Method				Self		Software		Paid

		Self				18.1		22.2		15.3

		Software				30.5		37.3		26.6

		Paid				28.0		35.8		27.5

						Money Burden (in dollars)

						Simulated Preparation Method:

		Current Preparation Method				Self		Software		Paid

		Self				$17.33		$29.93		$97.19

		Software				$29.88		$53.44		$249.67

		Paid				$91.26		$115.10		$243.24





Table 1

		Table 1 - Compliance Burden of Individual Taxpayers in Tax Year 2000, by Selected Characteristics

						Number of 
Returns (000s)		Time Burden
(000s of Hrs)		Hours per
Return		Money Burden
(000s of Dollars)		Dollars per
Return

				All Tax Returns		129,358		3,409,465		26.4		$19,367,232		$150

				By Taxpayer Type

				Wage and Investment		95,648		1,428,764		14.9		$7,088,540		$74

				Self-Employed		33,710		1,980,701		58.8		$12,278,692		$364

				By Preparation Method

				Paid Preparation		72,611		1,999,619		27.5		$17,661,982		$243

				Self Preparation w/o Software		36,757		664,035		18.1		$637,029		$17

				Software Preparation		19,989		745,811		37.3		$1,068,221		$53

				By Submission Method

				Paper		93,779		2,698,976		28.8		$14,441,332		$154

				TeleFile		3,342		31,868		9.5		$14,215		$4

				Other e-File		32,237		678,620		21.1		$4,911,684		$152





Table 7

		Table 7.  Change in Average Time and Money Burdens Under Alternative Preparation Methods:

		With and Without Conditional Selection Control

		Simulations Using Data From Taxpayer Interviews, Tax Years 1999 and 2000

								Without Conditional Selection Control								With Conditional Selection Control

								Total		Form		Record		Money		Total		Form		Record		Money

								Time		Completion		Keeping		Burden		Time		Completion		Keeping		Burden

								(in hours)		(in hours)		(in hours)		(in $)		(in hours)		(in hours)		(in hours)		(in $)

		SELF PREPAPERS

		Self Preparation						-		-		-		-		-		-		-		-

		Software Preparation						5.7		0.2		1.8		$12		17.3		3.1		4.7		$15

		Paid Preparation						-2.9		-1.7		0.5		$80		-8.6		-2.5		-1.5		$38

		SOFTWARE USERS

		Self Preparation						-9.9		-0.6		-4.3		-$15		7.5		2.8		5.1		-$11

		Software Preparation						-		-		-		-		-		-		-		-

		Paid Preparation						-11.9		-4.3		-2.3		$232		-14.2		-4.7		-3.1		$209

		PAID PREPARER USERS

		Self Preparation						1.1		4.2		-3.2		-$228		23.4		8.8		9.6		-$223

		Software Preparation						11		4.7		1.9		-$216		22.8		7.7		5		-$212

		Paid Preparation						-		-		-		-		-		-		-		-

		Source:  IBM Consulting, Simulations with ITBM Sample File





Table 6

		Table 6.  Average Time and Money Burdens Under Alternative Preparation Methods:

		With and Without Conditional Selection Control

		Simulations Using Data From Taxpayer Interviews, Tax Years 1999 and 2000

								Without Conditional Selection Control								With Conditional Selection Control

								Total		Form		Record		Money		Total		Form		Record		Money

								Time		Completion		Keeping		Burden		Time		Completion		Keeping		Burden

								(in hours)		(in hours)		(in hours)		(in $)		(in hours)		(in hours)		(in hours)		(in $)

		SELF PREPAPERS

		Self Preparation						17		4.5		18.9		$24		17		4.5		18.9		$24

		Software Preparation						22.7		4.6		10.6		$35		34.3		7.6		13.5		$39

		Paid Preparation						14.1		2.7		9.4		$103		8.4		2		7.4		$61

		SOFTWARE USERS

		Self Preparation						27.5		6.7		15.6		$57		44.8		10		25		$61

		Software Preparation						37.3		7.2		19.9		$72		37.3		7.2		19.9		$72

		Paid Preparation						25.4		2.9		17.6		$305		23.1		2.6		16.8		$281

		PAID PREPARER USERS

		Self Preparation						30		7.2		18.8		$58		52.3		11.8		31.6		$62

		Software Preparation						39.9		7.7		23.9		$69		51.7		10.7		27		$73

		Paid Preparation						28.9		3		22		$286		28.9		3		22		$286

		Source:  IBM Consulting, Simulations with ITBM Sample File





Cost shares

		SHARES OF TIME BURDENS BY ACTIVITY

										Total Time		Form Completion		Record
Keeping		Tax
Planning		Gathering
Materials		Paid
Pro		Form
Submission		IRS
Services

		TOTAL HOURS

		Self								17.0		4.5		8.9		6.5		1.9		2.1		1.4		1.9

		Software								37.3		7.2		19.9		11.7		2.7		5.5		1.1		1.6

		Paid								28.9		3.0		22.0		8.5		3.5		3.2		1.1		1.9

		SHARES BY ACTIVITY

		Self								100.0%		26.3%		52.0%		38.2%		11.2%		12.4%		8.3%		11.3%

		Software								100.0%		19.4%		53.3%		31.4%		7.3%		14.7%		3.0%		4.3%

		Paid								100.0%		10.3%		76.2%		29.5%		12.1%		11.2%		3.7%		6.5%

		This does not work





TABLES

		

						Preparation Method Population		Equation				Total Time		Form Completion		Record
Keeping		Tax
Planning		Gathering
Materials		Paid
Pro		Form
Submission		IRS
Services

				SELF		Self		Self				17.0		4.5		8.9		6.5		1.9		2.1		1.4		1.9

						self-λ		self-λ				17.0		4.5		8.9		6.5		1.9		2.1		1.4		1.9

						Self		Soft				22.7		4.6		10.6		10.0		2.2		3.1		1.1		1.2

						self-λ		soft-λ				34.3		7.6		13.5		12.5		2.3		3.1		0.9		1.3

						Self		Paid				14.1		2.7		9.4		6.8		2.4		2.4		1.0		1.7

						self-λ		paid-λ				8.4		2.0		7.4		5.4		2.3		1.9		1.1		1.3

				SOFT		Soft		Self				27.5		6.7		15.6		7.4		2.4		3.7		1.5		2.1

						soft-λ		self-λ				44.8		10.0		25.0		11.1		3.0		2.3		1.1		1.8

						Soft		Soft				37.3		7.2		19.9		11.7		2.7		5.5		1.1		1.6

						soft-λ		soft-λ				37.3		7.2		19.9		11.7		2.7		5.5		1.1		1.6

						Soft		Paid				25.4		2.9		17.6		7.9		3.0		3.6		1.0		1.8

						soft-λ		paid-λ				23.1		2.6		16.8		7.3		3.0		3.5		1.0		1.6

				PAID		Paid		Self				30.0		7.2		18.8		7.6		2.7		3.2		1.6		2.3

						paid-λ		self-λ				52.3		11.8		31.6		12.4		3.5		1.5		1.0		2.0

						Paid		Soft				39.9		7.7		23.9		11.9		3.1		4.9		1.2		1.6

						paid-λ		soft-λ				51.7		10.7		27.0		14.6		3.2		4.9		1.0		1.7

						Paid		Paid				28.9		3.0		22.0		8.5		3.5		3.2		1.1		1.9

						paid-λ		paid-λ				28.9		3.0		22.0		8.5		3.5		3.2		1.1		1.9

						Preparation Method Population		Equation				Total Time		Form Completion		Record
Keeping		Tax
Planning		Gathering
Materials		Paid
Pro		Form
Submission		IRS
Services

				SELF		Self		Self				-		-		-		-		-		-		-		-

						self-λ		self-λ				-		-		-		-		-		-		-		-

						Self		Soft				5.7		0.2		1.8		3.5		0.3		1.0		-0.3		-0.7

						self-λ		soft-λ				17.3		3.1		4.7		6.0		0.4		1.0		-0.5		-0.6

						Self		Paid				-2.9		-1.7		0.5		0.3		0.5		0.3		-0.4		-0.2

						self-λ		paid-λ				-8.6		-2.5		-1.5		-1.1		0.4		-0.2		-0.3		-0.6

				SOFT		Soft		Self				-9.9		-0.6		-4.3		-4.3		-0.3		-1.8		0.3		0.5

						soft-λ		self-λ				7.5		2.8		5.1		-0.6		0.3		-3.2		-0.1		0.2

						Soft		Soft				-		-		-		-		-		-		-		-

						soft-λ		soft-λ				-		-		-		-		-		-		-		-

						Soft		Paid				-11.9		-4.3		-2.3		-3.8		0.3		-1.9		-0.2		0.2

						soft-λ		paid-λ				-14.2		-4.7		-3.1		-4.4		0.3		-2.0		-0.1		-0.0

				PAID		Paid		Self				1.1		4.2		-3.2		-0.9		-0.8		-0.1		0.5		0.4

						paid-λ		self-λ				23.4		8.8		9.6		3.9		0.0		-1.7		-0.1		0.1

						Paid		Soft				11.0		4.7		1.9		3.4		-0.5		1.7		0.1		-0.3

						paid-λ		soft-λ				22.8		7.7		5.0		6.1		-0.3		1.7		-0.1		-0.2

						Paid		Paid				-		-		-		-		-		-		-		-

						paid-λ		paid-λ				-		-		-		-		-		-		-		-

						Preparation Method Population		Equation				Total Time		Form Completion		Record
Keeping		Tax
Planning		Gathering
Materials		Paid
Pro		Form
Submission		IRS
Services

				SELF		Self		Self				-		-		-		-		-		-		-		-

						self-λ		self-λ				-		-		-		-		-		-		-		-

						Self		Soft				34%		3%		20%		54%		13%		48%		-24%		-36%

						self-λ		soft-λ				102%		69%		53%		92%		22%		49%		-37%		-32%

						Self		Paid				-17%		-39%		6%		5%		24%		12%		-31%		-13%

						self-λ		paid-λ				-51%		-56%		-16%		-17%		22%		-7%		-24%		-30%

				SOFT		Soft		Self				-26%		-8%		-22%		-37%		-10%		-34%		29%		30%

						soft-λ		self-λ				20%		38%		25%		-6%		12%		-59%		-6%		15%

						Soft		Soft				-		-		-		-		-		-		-		-

						soft-λ		soft-λ				-		-		-		-		-		-		-		-

						Soft		Paid				-32%		-60%		-11%		-32%		10%		-34%		-14%		11%

						soft-λ		paid-λ				-38%		-65%		-16%		-38%		9%		-36%		-10%		-0%

				PAID		Paid		Self				4%		142%		-15%		-10%		-23%		-2%		46%		21%

						paid-λ		self-λ				81%		294%		43%		45%		1%		-52%		-8%		4%

						Paid		Soft				38%		157%		9%		40%		-13%		52%		9%		-17%

						paid-λ		soft-λ				79%		259%		23%		72%		-8%		53%		-11%		-13%

						Paid		Paid				-		-		-		-		-		-		-		-

						paid-λ		paid-λ				-		-		-		-		-		-		-		-

						Preparation Method Population		Equation		Population N		Total Time		Form Completion		Record
Keeping		Tax
Planning		Gathering
Materials		Paid
Pro		Form
Submission		IRS
Services

				SELF		Self		Self		38,808,862		38,132,812		35,965,255		31,856,904		16,474,613		14,565,923		2,371,493		33,875,906		9,545,732

						self-λ		self-λ		38,808,862		38,132,812		35,965,255		31,856,904		16,474,613		14,565,923		2,371,493		33,875,906		9,545,732

						Self		Soft		38,808,862		38,132,812		35,965,255		31,856,904		16,474,613		14,565,923		2,371,493		33,875,906		9,545,732

						self-λ		soft-λ		38,808,862		38,132,812		35,965,255		31,856,904		16,474,613		14,565,923		2,371,493		33,875,906		9,545,732

						Self		Paid		38,808,862		38,132,812		35,965,255		31,856,904		16,474,613		14,565,923		2,371,493		33,875,906		9,545,732

						self-λ		paid-λ		38,808,862		38,132,812		35,965,255		31,856,904		16,474,613		14,565,923		2,371,493		33,875,906		9,545,732

				SOFT		Soft		Self		14,371,113		14,363,284		14,069,591		13,450,736		9,022,716		12,343,172		1,013,097		13,260,489		4,124,651

						soft-λ		self-λ		14,371,113		14,363,284		14,069,591		13,450,736		9,022,716		12,343,172		1,013,097		13,260,489		4,124,651

						Soft		Soft		14,371,113		14,363,284		14,069,591		13,450,736		9,022,716		12,343,172		1,013,097		13,260,489		4,124,651

						soft-λ		soft-λ		14,371,113		14,363,284		14,069,591		13,450,736		9,022,716		12,343,172		1,013,097		13,260,489		4,124,651

						Soft		Paid		14,371,113		14,363,284		14,069,591		13,450,736		9,022,716		12,343,172		1,013,097		13,260,489		4,124,651

						soft-λ		paid-λ		14,371,113		14,363,284		14,069,591		13,450,736		9,022,716		12,343,172		1,013,097		13,260,489		4,124,651

				PAID		Paid		Self		70,939,375		67,997,828		49,618,816		58,121,324		31,787,813		9,037,396		59,070,089		25,855,246		7,871,574

						paid-λ		self-λ		70,939,375		67,997,828		49,618,816		58,121,324		31,787,813		9,037,396		59,070,089		25,855,246		7,871,574

						Paid		Soft		70,939,375		67,997,828		49,618,816		58,121,324		31,787,813		9,037,396		59,070,089		25,855,246		7,871,574

						paid-λ		soft-λ		70,939,375		67,997,828		49,618,816		58,121,324		31,787,813		9,037,396		59,070,089		25,855,246		7,871,574

						Paid		Paid		70,939,375		67,997,828		49,618,816		58,121,324		31,787,813		9,037,396		59,070,089		25,855,246		7,871,574

						paid-λ		paid-λ		70,939,375		67,997,828		49,618,816		58,121,324		31,787,813		9,037,396		59,070,089		25,855,246		7,871,574

						Preparation Method Population		Equation		Population N		Total Time		Form Completion		Record
Keeping		Tax
Planning		Gathering
Materials		Paid
Pro		Form
Submission		IRS
Services

						Self		Self		- 0		648,848,868		160,865,464		282,039,972		107,180,045		27,784,688		4,990,536		47,679,457		18,308,675

						self-λ		self-λ		- 0		648,848,868		160,865,464		282,039,972		107,180,045		27,784,688		4,990,536		47,679,457		18,308,675

						Self		Soft		- 0		867,475,339		166,314,704		339,026,590		165,408,248		31,513,375		7,405,358		36,463,924		11,727,027

						self-λ		soft-λ		- 0		1,309,184,101		272,449,106		430,762,369		206,182,257		33,865,698		7,456,334		29,907,971		12,408,143

						Self		Paid		- 0		537,801,924		98,750,016		298,408,145		112,619,402		34,425,292		5,584,626		32,875,581		15,940,369

						self-λ		paid-λ		- 0		320,465,447		71,464,544		235,815,477		89,424,563		33,897,452		4,624,107		36,260,160		12,885,907

						Soft		Self		- 0		394,355,019		93,613,476		209,315,113		66,745,006		29,995,760		3,707,319		19,419,629		8,644,538

						soft-λ		self-λ		- 0		643,160,563		140,951,558		335,739,525		100,032,863		37,334,801		2,302,856		14,177,731		7,591,465

						Soft		Soft		- 0		536,050,251		101,798,671		267,660,775		105,893,748		33,437,395		5,575,749		15,055,429		6,628,339

						soft-λ		soft-λ		- 0		536,050,108		101,798,671		267,660,775		105,893,748		33,437,395		5,575,749		15,055,429		6,628,339

						Soft		Paid		- 0		364,714,228		41,166,189		237,093,977		71,563,813		36,811,969		3,681,555		12,961,842		7,354,025

						soft-λ		paid-λ		- 0		332,092,913		35,968,334		225,473,348		66,035,938		36,535,297		3,587,569		13,573,331		6,624,366

						Paid		Self		- 0		2,042,089,703		357,632,479		1,093,236,529		243,170,541		24,530,096		187,271,381		40,565,847		17,984,720

						paid-λ		self-λ		- 0		3,557,702,140		583,212,120		1,837,165,645		394,117,389		31,888,859		91,194,058		25,720,551		15,546,067

						Paid		Soft		- 0		2,712,394,616		380,419,672		1,390,375,985		379,369,433		27,575,970		290,684,914		30,274,838		12,403,514

						paid-λ		soft-λ		- 0		3,518,031,527		530,127,926		1,570,380,632		465,570,353		29,064,194		292,070,757		24,631,241		13,000,943

						Paid		Paid		- 0		1,965,985,854		147,868,885		1,281,300,859		271,019,527		31,653,426		191,446,514		27,818,926		14,877,676

						paid-λ		paid-λ		- 0		1,965,985,854		147,868,885		1,281,300,859		271,019,527		31,653,426		191,446,514		27,818,926		14,877,676
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Table 3

						Table 3.  Comparison of Self-Preparation and Software Time Burdens

										Tax Year 2000

								All Returns:				Returns with Positive Burdens:

								Average Time				Number of Returns				Average Time

								(in hours)				(in millions)				(in hours)

		SELF-PREPARERS						Self		Soft		Self		Soft		Self		Soft

		Recordkeeping						8.2		9.8		30.0		32.9		10.0		11.0

		Gathering Tax Materials						0.8		1.7		13.9		30.5		2.0		2.0

		Using IRS Services						0.5		0.2		9.3		9.1		2.1		1.9

		Using a Paid Professional						0.2		1.8		2.7		10.2		2.1		6.5

		Tax Planning						2.9		2.8		15.6		12.0		6.8		8.7

		Form Completion						4.3		5.1		33.9		35.6		4.6		5.3

		Form Submission						1.4		0.7		31.5		33.9		1.6		0.8

		TOTAL						18.1		22.2		36.8		36.8

		SOFTWARE PREPARERS

		Recordkeeping						13.6		17.3		17.7		18.6		15.4		18.5

		Gathering Tax Materials						1.2		2.2		8.6		17.2		2.7		2.6

		Using IRS Services						0.8		0.4		6.2		5.8		2.4		1.3

		Using a Paid Professional						0.1		0.3		1.0		1.4		1.9		4.9

		Tax Planning						7.0		8.4		12.1		12.8		11.5		13.2

		Form Completion						6.5		7.8		18.7		19.6		6.9		8.0

		Form Submission						1.4		0.9		17.2		18.4		1.6		1.0

		TOTAL						30.5		37.3		20.0		20.0





Table 2

		Table 2. Simulated Time and Money Burden per Return

		Under Alternative Preparation Methods - Tax Year 2000

						Time Burden (in hours)

						Simulated Preparation Method:

		Current Preparation Method				Self		Software		Paid

		Self				18.1		22.2		15.3

		Software				30.5		37.3		26.6

		Paid				28.0		35.8		27.5

						Money Burden (in dollars)

						Simulated Preparation Method:

		Current Preparation Method				Self		Software		Paid

		Self				$17.33		$29.93		$97.19

		Software				$29.88		$53.44		$249.67

		Paid				$91.26		$115.10		$243.24





Table 1

		Table 1 - Compliance Burden of Individual Taxpayers in Tax Year 2000, by Selected Characteristics

						Number of 
Returns (000s)		Time Burden
(000s of Hrs)		Hours per
Return		Money Burden
(000s of Dollars)		Dollars per
Return

				All Tax Returns		129,358		3,409,465		26.4		$19,367,232		$150

				By Taxpayer Type

				Wage and Investment		95,648		1,428,764		14.9		$7,088,540		$74

				Self-Employed		33,710		1,980,701		58.8		$12,278,692		$364

				By Preparation Method

				Paid Preparation		72,611		1,999,619		27.5		$17,661,982		$243

				Self Preparation w/o Software		36,757		664,035		18.1		$637,029		$17

				Software Preparation		19,989		745,811		37.3		$1,068,221		$53

				By Submission Method

				Paper		93,779		2,698,976		28.8		$14,441,332		$154

				TeleFile		3,342		31,868		9.5		$14,215		$4

				Other e-File		32,237		678,620		21.1		$4,911,684		$152





Table 7

		Table 7.  Change in Average Time and Money Burdens Under Alternative Preparation Methods:

		With and Without Conditional Selection Control

		Simulations Using Data From Taxpayer Interviews, Tax Years 1999 and 2000

								Without Conditional Selection Control								With Conditional Selection Control

								Total		Form		Record		Money		Total		Form		Record		Money

								Time		Completion		Keeping		Burden		Time		Completion		Keeping		Burden

								(in hours)		(in hours)		(in hours)		(in $)		(in hours)		(in hours)		(in hours)		(in $)

		SELF PREPAPERS

		Self Preparation						-		-		-		-		-		-		-		-

		Software Preparation						5.7		0.2		1.8		$12		17.3		3.1		4.7		$15

		Paid Preparation						-2.9		-1.7		0.5		$80		-8.6		-2.5		-1.5		$38

		SOFTWARE USERS

		Self Preparation						-9.9		-0.6		-4.3		-$15		7.5		2.8		5.1		-$11

		Software Preparation						-		-		-		-		-		-		-		-

		Paid Preparation						-11.9		-4.3		-2.3		$232		-14.2		-4.7		-3.1		$209

		PAID PREPARER USERS

		Self Preparation						1.1		4.2		-3.2		-$228		23.4		8.8		9.6		-$223

		Software Preparation						11		4.7		1.9		-$216		22.8		7.7		5		-$212

		Paid Preparation						-		-		-		-		-		-		-		-

		Source:  IBM Consulting, Simulations with ITBM Sample File





Table 6

		Table 6.  Average Time and Money Burdens Under Alternative Preparation Methods:

		With and Without Conditional Selection Control

		Simulations Using Data From Taxpayer Interviews, Tax Years 1999 and 2000

								Without Conditional Selection Control								With Conditional Selection Control

								Total		Form		Record		Money		Total		Form		Record		Money

								Time		Completion		Keeping		Burden		Time		Completion		Keeping		Burden

								(in hours)		(in hours)		(in hours)		(in $)		(in hours)		(in hours)		(in hours)		(in $)

		SELF PREPAPERS

		Self Preparation						17		4.5		18.9		$24		17		4.5		18.9		$24

		Software Preparation						22.7		4.6		10.6		$35		34.3		7.6		13.5		$39

		Paid Preparation						14.1		2.7		9.4		$103		8.4		2		7.4		$61

		SOFTWARE USERS

		Self Preparation						27.5		6.7		15.6		$57		44.8		10		25		$61

		Software Preparation						37.3		7.2		19.9		$72		37.3		7.2		19.9		$72

		Paid Preparation						25.4		2.9		17.6		$305		23.1		2.6		16.8		$281

		PAID PREPARER USERS

		Self Preparation						30		7.2		18.8		$58		52.3		11.8		31.6		$62

		Software Preparation						39.9		7.7		23.9		$69		51.7		10.7		27		$73

		Paid Preparation						28.9		3		22		$286		28.9		3		22		$286

		Source:  IBM Consulting, Simulations with ITBM Sample File





Cost shares

		SHARES OF TIME BURDENS BY ACTIVITY

										Total Time		Form Completion		Record
Keeping		Tax
Planning		Gathering
Materials		Paid
Pro		Form
Submission		IRS
Services

		TOTAL HOURS

		Self								17.0		4.5		8.9		6.5		1.9		2.1		1.4		1.9

		Software								37.3		7.2		19.9		11.7		2.7		5.5		1.1		1.6

		Paid								28.9		3.0		22.0		8.5		3.5		3.2		1.1		1.9

		SHARES BY ACTIVITY

		Self								100.0%		26.3%		52.0%		38.2%		11.2%		12.4%		8.3%		11.3%

		Software								100.0%		19.4%		53.3%		31.4%		7.3%		14.7%		3.0%		4.3%

		Paid								100.0%		10.3%		76.2%		29.5%		12.1%		11.2%		3.7%		6.5%

		This does not work





TABLES

		

						Preparation Method Population		Equation				Total Time		Form Completion		Record
Keeping		Tax
Planning		Gathering
Materials		Paid
Pro		Form
Submission		IRS
Services

				SELF		Self		Self				17.0		4.5		8.9		6.5		1.9		2.1		1.4		1.9

						self-λ		self-λ				17.0		4.5		8.9		6.5		1.9		2.1		1.4		1.9

						Self		Soft				22.7		4.6		10.6		10.0		2.2		3.1		1.1		1.2

						self-λ		soft-λ				34.3		7.6		13.5		12.5		2.3		3.1		0.9		1.3

						Self		Paid				14.1		2.7		9.4		6.8		2.4		2.4		1.0		1.7

						self-λ		paid-λ				8.4		2.0		7.4		5.4		2.3		1.9		1.1		1.3

				SOFT		Soft		Self				27.5		6.7		15.6		7.4		2.4		3.7		1.5		2.1

						soft-λ		self-λ				44.8		10.0		25.0		11.1		3.0		2.3		1.1		1.8

						Soft		Soft				37.3		7.2		19.9		11.7		2.7		5.5		1.1		1.6

						soft-λ		soft-λ				37.3		7.2		19.9		11.7		2.7		5.5		1.1		1.6

						Soft		Paid				25.4		2.9		17.6		7.9		3.0		3.6		1.0		1.8

						soft-λ		paid-λ				23.1		2.6		16.8		7.3		3.0		3.5		1.0		1.6

				PAID		Paid		Self				30.0		7.2		18.8		7.6		2.7		3.2		1.6		2.3

						paid-λ		self-λ				52.3		11.8		31.6		12.4		3.5		1.5		1.0		2.0

						Paid		Soft				39.9		7.7		23.9		11.9		3.1		4.9		1.2		1.6

						paid-λ		soft-λ				51.7		10.7		27.0		14.6		3.2		4.9		1.0		1.7

						Paid		Paid				28.9		3.0		22.0		8.5		3.5		3.2		1.1		1.9

						paid-λ		paid-λ				28.9		3.0		22.0		8.5		3.5		3.2		1.1		1.9

						Preparation Method Population		Equation				Total Time		Form Completion		Record
Keeping		Tax
Planning		Gathering
Materials		Paid
Pro		Form
Submission		IRS
Services

				SELF		Self		Self				-		-		-		-		-		-		-		-

						self-λ		self-λ				-		-		-		-		-		-		-		-

						Self		Soft				5.7		0.2		1.8		3.5		0.3		1.0		-0.3		-0.7

						self-λ		soft-λ				17.3		3.1		4.7		6.0		0.4		1.0		-0.5		-0.6

						Self		Paid				-2.9		-1.7		0.5		0.3		0.5		0.3		-0.4		-0.2

						self-λ		paid-λ				-8.6		-2.5		-1.5		-1.1		0.4		-0.2		-0.3		-0.6

				SOFT		Soft		Self				-9.9		-0.6		-4.3		-4.3		-0.3		-1.8		0.3		0.5

						soft-λ		self-λ				7.5		2.8		5.1		-0.6		0.3		-3.2		-0.1		0.2

						Soft		Soft				-		-		-		-		-		-		-		-

						soft-λ		soft-λ				-		-		-		-		-		-		-		-

						Soft		Paid				-11.9		-4.3		-2.3		-3.8		0.3		-1.9		-0.2		0.2

						soft-λ		paid-λ				-14.2		-4.7		-3.1		-4.4		0.3		-2.0		-0.1		-0.0

				PAID		Paid		Self				1.1		4.2		-3.2		-0.9		-0.8		-0.1		0.5		0.4

						paid-λ		self-λ				23.4		8.8		9.6		3.9		0.0		-1.7		-0.1		0.1

						Paid		Soft				11.0		4.7		1.9		3.4		-0.5		1.7		0.1		-0.3

						paid-λ		soft-λ				22.8		7.7		5.0		6.1		-0.3		1.7		-0.1		-0.2

						Paid		Paid				-		-		-		-		-		-		-		-

						paid-λ		paid-λ				-		-		-		-		-		-		-		-

						Preparation Method Population		Equation				Total Time		Form Completion		Record
Keeping		Tax
Planning		Gathering
Materials		Paid
Pro		Form
Submission		IRS
Services

				SELF		Self		Self				-		-		-		-		-		-		-		-

						self-λ		self-λ				-		-		-		-		-		-		-		-

						Self		Soft				34%		3%		20%		54%		13%		48%		-24%		-36%

						self-λ		soft-λ				102%		69%		53%		92%		22%		49%		-37%		-32%

						Self		Paid				-17%		-39%		6%		5%		24%		12%		-31%		-13%

						self-λ		paid-λ				-51%		-56%		-16%		-17%		22%		-7%		-24%		-30%

				SOFT		Soft		Self				-26%		-8%		-22%		-37%		-10%		-34%		29%		30%

						soft-λ		self-λ				20%		38%		25%		-6%		12%		-59%		-6%		15%

						Soft		Soft				-		-		-		-		-		-		-		-

						soft-λ		soft-λ				-		-		-		-		-		-		-		-

						Soft		Paid				-32%		-60%		-11%		-32%		10%		-34%		-14%		11%

						soft-λ		paid-λ				-38%		-65%		-16%		-38%		9%		-36%		-10%		-0%

				PAID		Paid		Self				4%		142%		-15%		-10%		-23%		-2%		46%		21%

						paid-λ		self-λ				81%		294%		43%		45%		1%		-52%		-8%		4%

						Paid		Soft				38%		157%		9%		40%		-13%		52%		9%		-17%

						paid-λ		soft-λ				79%		259%		23%		72%		-8%		53%		-11%		-13%

						Paid		Paid				-		-		-		-		-		-		-		-

						paid-λ		paid-λ				-		-		-		-		-		-		-		-

						Preparation Method Population		Equation		Population N		Total Time		Form Completion		Record
Keeping		Tax
Planning		Gathering
Materials		Paid
Pro		Form
Submission		IRS
Services

				SELF		Self		Self		38,808,862		38,132,812		35,965,255		31,856,904		16,474,613		14,565,923		2,371,493		33,875,906		9,545,732

						self-λ		self-λ		38,808,862		38,132,812		35,965,255		31,856,904		16,474,613		14,565,923		2,371,493		33,875,906		9,545,732

						Self		Soft		38,808,862		38,132,812		35,965,255		31,856,904		16,474,613		14,565,923		2,371,493		33,875,906		9,545,732

						self-λ		soft-λ		38,808,862		38,132,812		35,965,255		31,856,904		16,474,613		14,565,923		2,371,493		33,875,906		9,545,732

						Self		Paid		38,808,862		38,132,812		35,965,255		31,856,904		16,474,613		14,565,923		2,371,493		33,875,906		9,545,732

						self-λ		paid-λ		38,808,862		38,132,812		35,965,255		31,856,904		16,474,613		14,565,923		2,371,493		33,875,906		9,545,732

				SOFT		Soft		Self		14,371,113		14,363,284		14,069,591		13,450,736		9,022,716		12,343,172		1,013,097		13,260,489		4,124,651

						soft-λ		self-λ		14,371,113		14,363,284		14,069,591		13,450,736		9,022,716		12,343,172		1,013,097		13,260,489		4,124,651

						Soft		Soft		14,371,113		14,363,284		14,069,591		13,450,736		9,022,716		12,343,172		1,013,097		13,260,489		4,124,651

						soft-λ		soft-λ		14,371,113		14,363,284		14,069,591		13,450,736		9,022,716		12,343,172		1,013,097		13,260,489		4,124,651

						Soft		Paid		14,371,113		14,363,284		14,069,591		13,450,736		9,022,716		12,343,172		1,013,097		13,260,489		4,124,651

						soft-λ		paid-λ		14,371,113		14,363,284		14,069,591		13,450,736		9,022,716		12,343,172		1,013,097		13,260,489		4,124,651

				PAID		Paid		Self		70,939,375		67,997,828		49,618,816		58,121,324		31,787,813		9,037,396		59,070,089		25,855,246		7,871,574

						paid-λ		self-λ		70,939,375		67,997,828		49,618,816		58,121,324		31,787,813		9,037,396		59,070,089		25,855,246		7,871,574

						Paid		Soft		70,939,375		67,997,828		49,618,816		58,121,324		31,787,813		9,037,396		59,070,089		25,855,246		7,871,574

						paid-λ		soft-λ		70,939,375		67,997,828		49,618,816		58,121,324		31,787,813		9,037,396		59,070,089		25,855,246		7,871,574

						Paid		Paid		70,939,375		67,997,828		49,618,816		58,121,324		31,787,813		9,037,396		59,070,089		25,855,246		7,871,574

						paid-λ		paid-λ		70,939,375		67,997,828		49,618,816		58,121,324		31,787,813		9,037,396		59,070,089		25,855,246		7,871,574

						Preparation Method Population		Equation		Population N		Total Time		Form Completion		Record
Keeping		Tax
Planning		Gathering
Materials		Paid
Pro		Form
Submission		IRS
Services

						Self		Self		- 0		648,848,868		160,865,464		282,039,972		107,180,045		27,784,688		4,990,536		47,679,457		18,308,675

						self-λ		self-λ		- 0		648,848,868		160,865,464		282,039,972		107,180,045		27,784,688		4,990,536		47,679,457		18,308,675

						Self		Soft		- 0		867,475,339		166,314,704		339,026,590		165,408,248		31,513,375		7,405,358		36,463,924		11,727,027

						self-λ		soft-λ		- 0		1,309,184,101		272,449,106		430,762,369		206,182,257		33,865,698		7,456,334		29,907,971		12,408,143

						Self		Paid		- 0		537,801,924		98,750,016		298,408,145		112,619,402		34,425,292		5,584,626		32,875,581		15,940,369

						self-λ		paid-λ		- 0		320,465,447		71,464,544		235,815,477		89,424,563		33,897,452		4,624,107		36,260,160		12,885,907

						Soft		Self		- 0		394,355,019		93,613,476		209,315,113		66,745,006		29,995,760		3,707,319		19,419,629		8,644,538

						soft-λ		self-λ		- 0		643,160,563		140,951,558		335,739,525		100,032,863		37,334,801		2,302,856		14,177,731		7,591,465

						Soft		Soft		- 0		536,050,251		101,798,671		267,660,775		105,893,748		33,437,395		5,575,749		15,055,429		6,628,339

						soft-λ		soft-λ		- 0		536,050,108		101,798,671		267,660,775		105,893,748		33,437,395		5,575,749		15,055,429		6,628,339

						Soft		Paid		- 0		364,714,228		41,166,189		237,093,977		71,563,813		36,811,969		3,681,555		12,961,842		7,354,025

						soft-λ		paid-λ		- 0		332,092,913		35,968,334		225,473,348		66,035,938		36,535,297		3,587,569		13,573,331		6,624,366

						Paid		Self		- 0		2,042,089,703		357,632,479		1,093,236,529		243,170,541		24,530,096		187,271,381		40,565,847		17,984,720

						paid-λ		self-λ		- 0		3,557,702,140		583,212,120		1,837,165,645		394,117,389		31,888,859		91,194,058		25,720,551		15,546,067

						Paid		Soft		- 0		2,712,394,616		380,419,672		1,390,375,985		379,369,433		27,575,970		290,684,914		30,274,838		12,403,514

						paid-λ		soft-λ		- 0		3,518,031,527		530,127,926		1,570,380,632		465,570,353		29,064,194		292,070,757		24,631,241		13,000,943

						Paid		Paid		- 0		1,965,985,854		147,868,885		1,281,300,859		271,019,527		31,653,426		191,446,514		27,818,926		14,877,676

						paid-λ		paid-λ		- 0		1,965,985,854		147,868,885		1,281,300,859		271,019,527		31,653,426		191,446,514		27,818,926		14,877,676






