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Connecticut’s estate tax is an important source of 
state revenues. The Office of Policy and 
Management estimates revenues of $195 million from 
the combined gift and estate tax in FY 2006 and 
projects revenues of $164.8 million in FY 07 and 
$168.1 million in FY 08 under current rates.1 At a 
time when Connecticut faces structural and 
investment deficits, the state cannot afford to forgo 
these important funds. For Connecticut to remain 
competitive in the global economy, bold investments 
are needed in health, education, housing, energy, 
transportation, and other critical policy areas. Fiscally 
responsible policy choices that help to limit 
Connecticut’s debt can only be made if the state has 
adequate revenues.   
 
Very few households are subject to the estate tax. 
The tax is levied only on Connecticut taxable gifts and 
estates that exceed a combined lifetime total of $2 
million. In fiscal year 2005-06, only 165 estates were 
subject to Connecticut’s estate tax.2 As a fraction of 
Connecticut deaths, less than 2 percent of 
Connecticut’s estates are subject to this tax each year.3 
 
The estate tax makes Connecticut’s tax system 
fairer.  Connecticut has a tax system in which low-
and middle-income taxpayers bear a disproportionate 
burden. Connecticut’s wealthiest residents pay a 
smaller share of their income in state and local taxes 
(4.4 percent of income after federal deductions for 
wealthiest 1 percent of households) than its middle 
income residents (9.5 percent of income for the 
middle quintile) or lowest income residents (10.2 
percent of income for the bottom quintile).4  The 
estate tax is one of Connecticut’s few progressive 
taxes. It is an essential part of a state revenue system 
that already benefits our wealthiest families. This is 
especially important today, as Connecticut’s richest  

families are seeing rapid and significant income 
growth while Connecticut’s lowest income families 
are losing economic ground.5 
 
Taxing great accumulations of wealth has deep 
roots in US and Connecticut history.6  In 1906, 
when economic power was becoming concentrated in 
a few hands, Theodore Roosevelt proposed an 
inheritance tax, stating, “The man of great wealth 
owes a particular obligation to the State because he 
derives special advantages from the mere existence of 
government.”7  Many years later, Franklin Roosevelt 
added, “Great accumulations of wealth cannot be 
justified on the basis of personal and family 
security…. Such inherited economic power is as 
inconsistent with the ideals of this generation as 
inherited political power was inconsistent with the 
ideals of the generation which established our 
government.”8  Taxes on the transfers of accumulated 
wealth have been a part of Connecticut’s tax code 
since at least the early 1900s.9   

Arguments for repeal of the estate tax are not well 
founded. The estate tax has been criticized for 
encouraging older Connecticut residents to move out 
of state, but research has not borne out this story.10 
While some retirees do leave Connecticut for Florida, 
there is little reason to believe they are making this 
move simply to avoid the estate tax.  For such a move 
to make sense, a Connecticut resident would need to 
fit most, if not all, of the following criteria: a) have 
much of their estate in liquid assets; if much wealth is 
in property, land or a family business it would not be 
easy to move their assets out of state as easily; b) have 
poorly planned their retirement, since through gifts, 
trusts and other planning mechanisms, taxpayers can 
shelter much of their estates; c) value the additional 
money they could transfer to their heirs when they  



died more than they value their current ties to friends, 
family and community; d) have already accepted 
paying Connecticut’s income tax, since if residence 
decisions were based on taxes they would already 
have moved to a state with no income tax; and e) be 
willing to move to a state quite distant from 
Connecticut, since Maine, Massachusetts, Rhode 
Island, Vermont, New York, New Jersey, 
Pennsylvania, and Maryland all have estate taxes.  
Studies by the Census Bureau show that elderly 
persons move for reasons, such as climate, the 
proximity of relatives, the availability of jobs, and 
access to services such as high quality health care.11 

Connecticut’s estate tax should be adjusted to 
eliminate its “cliff.” Under current law, an estate of 
$2 million pays no Connecticut estate tax while an 
estate of $2,000,001 pays $101,700.  This sudden 
increase in taxation, often called the estate tax “cliff,” 
violates one of the basic principles of fair taxation: 
horizontal equity. The principle of horizontal equity 
requires that taxpayers in similar situations be treated 
alike. Here,  two estates of very similar size can have 
very different tax liabilities.   

Importantly, addressing the estate tax “cliff” 
does not require eliminating the estate tax.  
Connecticut can eliminate the estate cliff while 
preserving this important source of revenues by 
creating a unified credit equal to $101,700 (the amount of 
tax that would be owed on an estate of $2 million.)  
Under this alternative, the tax would be calculated as 
under current law, then the amount owed would be 
reduced by $101,700. This would eliminate the cliff by 
reducing the tax burden for all estates, not just those 
subject to the cliff.  Alternatively, Connecticut could 
create a marginal rate cap of 16 percent on the value 
of an estate that exceeds $2 million.  Setting a rate cap 
would ensure that the marginal rate on value over $2 
million never exceeds 16 percent (the current top 
marginal rate).  This would reduce taxes less for those 
estates affected by the cliff than the credit would, and 
not change the taxes due on estates valued over about 
$3.3 million.  A third options - creating an exemption 
for the first portion of the estate - results in the 
greatest loss of revenues, and less equity since the 
wealthiest estates benefit most. 
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