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FOR IMMEDIATE RELEASE

NEW RESEARCH SHOWS PERMANENT REPEAL OF ESTATE TAX WILL COST AMERICAN CHARITIES $10 BILLION PER YEAR

Washington, DC, June X, 2003

The current administration's attempts to permanently repeal the federal estate tax will cost American charities $10 billion annually, according to projections in a report published by OMB Watch today. "In general we find that there is much theoretical and empirical support for the notion that an elimination of the estate tax will cause significant reductions in charitable giving,” write the authors of the report, Gary Bass and John Irons. “In 2001, the repeal would have meant a loss of between $3.6 billion and $6 billion in bequests.”

Bass and Irons go on to demonstrate, in detail, how the current estate tax provides a major incentive for giving. “In the 1920s, the estate tax rate on the average estate was 3.3% and the subsequent amount of charitable giving was 4.1%” they point out. “In the 1990s the tax rate increased to 45% and the percentage of charitable giving nearly doubled to 7.4%.”  The report also cites supporting research from the Brookings Institution and a Cornell University study, which discovered that wealthy entrepreneurs give six times as much to charity, per dollar in wealth, as those who inherited their money.

According to the Joint Committee on Taxation, permanent repeal of the estate tax will cost the federal government an estimated $63.6 billion annually by 2013, and could cost cash-strapped states between $6 billion and $10 billion dollars per year. In the current economic climate, any reduction in revenue has a significant detrimental impact on national and local programs. To do so on behalf of a small, wealthy group is particularly irresponsible in the context of the unpredictable cost of stabilizing Iraq, and the investment in domestic security infrastructure.

Despite scare-tactic advertising in the media, the estate tax does not impoverish farmers, businessmen or their descendants. It exempts the first million dollars of the estate from taxation, and the exemption is doubled for couples. Additionally, only 3% of the 2% of estates subject to the estate tax contain a business or farm in the first place.

Thus the National Federation of Independent Businesses’ claim that the estate tax “stunts the growth of the national economy and limits job creation in America” is hyperbolic and hysterical. It’s important to note that the NFIB’s “stunted growth” argument is based on the costs businesses incur successfully avoiding the tax. To accept this logic is to abandon all taxation, since exploiting tax loopholes necessarily involves expense and effort. Nevertheless, OMB Watch supports efforts to reform and clarify the estate tax.

“The estate tax is essential in protecting equality of opportunity and preventing the concentration of wealth in the hands of a few families,” write Bass and Irons. For this reason, and for others, the estate tax remains politically popular despite attempts to paint it as a class-warfare scheme. The tax has enjoyed support from wealthy capitalists throughout history. Theodore Roosevelt and Andrew Carnegie are among many wealthy men, past and present, who argue for an estate tax to inhibit the development of an unemployed American aristocracy relying wholly on inherited wealth for sustenance in luxury. The degenerative social effects of such an aristocracy being perhaps more obvious and contemporary to men of Carnegie’s time, he did so with far greater vigor.  “I would as soon leave my son a curse as the almighty dollar,” he said. “The man who dies thus rich dies a disgrace.”
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