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Oprah Winftey doesn't mince any
worals wh€n it comes to telling us whar
she thinls about the fedeml €state tax "l

think it's initating that once I die, 55
percent of my money goes to the U.S.
govenrment. You know why lhat's irritr-
ting? Because you would have already
paid nearly 50 p€rcent."

She's not alone in these sentimenF,
Millions of poor and middledass Amer-
icans find th€ estate tax obnoxious as
well, not neccssarily becaus€ they stand
in line to inherit an)thing but because
rhey aspire to bccome rich enough them-
selves to pass along an inheritance to
their chil&en and grandchildr€n.

It'! not surprising th€refore that only
about 2 percent of all eslates actlally are
bxable under the inheritadce tax by the
tim€ the penon dies. It is not, as
apologisl! for the tax would have us
believe, becaus€ the tax is levied only on
the richest of the rich. Ir is because
vinually €veryone who might be subject
to the tax - and it's not just the rich - are
so initat€d b€ the prospect of the
posthumous taxation that th€y 8o to
€xEaordinary exp€nse and inconven-
ience while they ar€ alive to prev€nt
their assets from b€ing snared at
graveside by the tax man.
John Maynard Keynes got one thing
right when he obs€rve4 "Th€ avoidance
of taxes is th€ only intellectual pursuit
that carries any reward."

Because the d€atn tzx is subject to
such massive avoidance, it is actually a
r€gressive lax among those who actually

pay it. For individuals whose taxable estate
exce€ds the unified credit, th€ richer they are
when dr€y die, the less likely it is their estate
will b€ taxed at the lower rate.

A€cording to IRS datr, 53 pcrcent of the
€states that filed tax retums in 1996 were
under $l million and 96 perc€nt wer€ und€r
$5 million. Nearly 52 percent ofthe revenue
coll€ct€d fron the €siat€ tax h 1996 was
collect€d fiom estates valued at less than $5
millio$ estates woih betwe€n $5 million
and $20 million paid 26.4 perc€nt of the
texes collected, while estates over S20
million paid only 22.1 percent.

And most eye-opening of alli estates in
thc ranSe of$s million to $10 million paid
thehighest avemge dealh tax rate 17.4
p€rce - in 1996, while estates ov€r $20
million paid an avenge rate of only 12.5
p€rcenl,

In addition, the eslste tax is economically
destructive and fiscally counteDroductive.

Compliance costs associated with the
estat€ tax are so high that the $24 billion
collected in federal estate tax and gift taxes
last year ac$ally cos! taxpayers $31 billion
b€cause they had to pay $7 billion over and
above what they owed the fedeml gov-
emment in t x€s to mainiain r€cords, hire
lawyerc and tax accountants, atrd pay law
enforcem€nt p€rsonnel to compute, pay and
collect the tar. Moreover, Institut€ for Pol-

icy Innovation fellows Cary and Aldonna
Robbins €stimate that the tnx is so
economically destuctive that in the long
run, for every additional dollar of revenue
rais€d by Oe d€alh tax, national economic
output h reduc€d by $5.18.

Thus, is the death tax wer€ repealed,
they estimal€ thc additional income,
palroll, capital gsins and other federal tax
r€venue that would be genemted from the
added economic produclion would exc€€d
the lost death tax revenues after about the

So the long-run efiect of repealing the
€state llx would increase, not d€creas€,
federal revenues.

The case for rep€al of the death tax is
so ov€rwhethingly obvious that even Con-
gtess secms to get it, at la$. After more
th8n 80 years on the books, Congr€ss is on
the verge of repealing this, the most
repugnan! of 3ll taxes.

In June, thg Hous€ of Representadv€s
voted 2'19-136 to repeal the estate tax,
with every Republican and 55 Democmts
in favor of the repcal. ln th€ Senate,
Majorig lrader Trent lrtt has said there
will be a vote on the repeal soon.

The only poiential hang up now would
b€ for the prcsident to pr€vail on enough
Democratic s€lators who suppon repeal to
sustain a filibuster and obstruct Senate
passage as a part$an ploy to extort som€
of the Fesident's sp€nding agenda from
Republicans.

Not a likely scenario, .s Al core knows
voters would extract retribution at the
polls in November were congressional
D€mocials to allow themselves to be
slrong-rrmed inlo such a class and cynical
action by a lame-duck president.
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