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One of the forces that has propelled income inequality in Oregon to record levels is the
concentration of business income and income-producing assets in the hands of the well-off.:
This can be seen in who reports income on the tax form Schedule E.
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In Oregon, one type of income reported on Schedule E gets special tax treatment. Profits made
by partnerships, LLCs and S-corporations are not taxed at the business level, but are “passed
through” to the owners, who report those profits as income on Schedule E. Due to a tax break
created by the Oregon legislature in 2013, some business owners pay a lower tax rate on their
pass-through profits than they would under the ordinary income tax rates.3 This special tax
treatment of one type of Schedule E income exacerbates income inequality, given that Schedule
E income mainly flows to the top.

The income of the richest 1 percent continues to grow, in part due to Schedule E income being
disproportionately earned by those at the top. To help reverse growing income inequality,
Oregon should eliminate tax breaks that certain types of Schedule E income enjoy.
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