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Testimony Opposing 
Senate Bill 1115, An Act Phasing out the Unified Gift and Estate Tax 

And Partially Supporting Senate Bill 1390, An Act Concerning the Estate Tax 
Testimony of Shelley Geballe, JD, MPH, Douglas Hall, PhD, &  Mary Glassman, JD 

Finance, Revenue and Bonding Committee  
March 13, 2007 

 
Senator Daily, Representative Staples and distinguished members of the Finance Revenue and Bonding 
Committee: 
 
Shelley Geballe is President, Douglas Hall is Associate Research Director, and Mary Glassman is Director 
of Legislative Affairs of Connecticut Voices for Children, a research and policy organization that works 
statewide to promote the well being of Connecticut's children, youth and families. We submit this written 
testimony on behalf of Voices’ sister lobbying organization – Advocates for Connecticut’s Children and 
Youth (ACCY). 
 
  We strongly oppose the Governor’s proposal in Senate Bill 1115 to phase out the unified gift and 
estate tax, and support the Finance Committee’s proposal to retain the estate tax, with changes, 
in Senate Bill 1390. 
 
  We suggest two options to eliminate the current “cliff” in the tax that would increase the tax’s 
fairness without markedly reducing its revenues (Senate Bill 1115) or needing to increase rates to 
the extent proposed to make the bill revenue neutral (Senate Bill 1390)   
 
1.  We oppose the Governor’s proposal to eliminate this tax for the following reasons: 
 
Repeal of unified gift and estate tax would deprive the state of much needed revenues. The 
projected revenues from this tax are not insignificant: the tax brought in $196.3 million in FY 06, and is 
expected to bring in $164.8 million in FY 07, and $168.1 million in FY 08 under current rates.1  To put 
these amounts in perspective, expected revenues from the estate tax in FY 07 are equal to General Fund 
appropriations in FY 07 for: a) Care4Kids (the child care subsidy program); and b) all need-based 
scholarship aid in the DHE budget; and c) the HUSKY B program; and d) Family Resource Centers; and e) 
Youth Service Bureaus; and f) the Open Choice program; and g) Adult Education.    
 
The Governor’s proposed increase in the threshold in FY 08 to $4.1 million – even without her 
adjustment to address the cliff – would result in a loss of significant revenues.  Connecticut 
Department of Revenue Services data show that of the 165 estates that paid the estate tax in FY 05-06, two-
thirds were taxable estates under $4 million: 75 of the returns were for taxable estates valued at $2-3 million 
each and another 35 estates were valued at $3-4 million each.2 
                                                 
1  FY 2008-FY 2009 Biennium Governor’s Budget Summary (January 7, 2007), p. A-8. 
2  Connecticut Department of Revenue Services, 2005-2006 Annual Report, p. 37. 
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Repeal of the gift and estate tax would make our tax code less equitable.  Currently, even with the 
unified gift and estate tax, Connecticut’s wealthiest residents pay a smaller share of their income in state 
and local taxes (4.4% after federal deductions for wealthiest 1%) than its middle income residents (9.5% 
for middle quintile) or lowest income residents (10.2% for bottom quintile).  Without the gift and estate 
tax this inequity would be even more extreme; it is Connecticut’s most progressive tax.  In 2003, for 
example, the number of taxable estates in Connecticut was only 2.2% of the total number of deaths (649 
taxable estates and 29,607 deaths).  In FY 05-06, the percentage is even smaller; the number of taxable 
estates was just 165.3 
 
Taxes on the transfers of accumulated wealth have been a part of Connecticut’s tax code since at least the 
early 1900s.  As in other states, these state succession taxes were adopted at a time of great inequality in 
wealth and income in our state and nation, seeking to promote greater equality of opportunity in our 
democracy by asking those who benefited most from public investment to “give back” some portion of 
their accumulated wealth to the common wealth at their deaths.  Indeed, in Appeal of Nettleton, 76 Conn. 
235 (1903), the Connecticut Supreme Court upheld Connecticut’s succession taxes as constitutional, 
noting: 
 

Some form of death duty has been used as a mode of taxation from ancient times….Soon after the 
organization of the federal government, Congress imposed death duties, and has used this mode of 
taxation at intervals until the present time. The same mode of taxation has been practiced by many 
State legislatures.  

 
Inequality in family income and assets in Connecticut is again nearly as extreme as it was in the early 1900s.  
Revenues gained from the gift and estate tax support public education, health insurance for the uninsured, 
and other public investments that help assure equality of opportunity for all state residents. 
 

Think of our state’s estate tax as an “opportunity recycling program.”  It recycles society’s investment in wealthy 
individuals to create opportunities for the next generation.  When someone has accumulated $10 million or $50 
million or $50 billion…they have benefited disproportionately from society’s investments in education, public 
infrastructure, scientific research and other forms of society’s common wealth….If we abolish the state’s inheritance 
tax we stop the opportunity recycling program.  We allow the common wealth to stop flowing and concentrate it in the 
hands of the few. And worse, we slow the investments in opportunity that aim to provide every young person a chance. 
Bill Gates, Sr.  
“It’s a small levy, so help recycle investment in the wealthy” 
Seattle Post-Intelligencer, October 15, 2006 

Repeal of Connecticut’s unified gift and estate tax would shift some significant economic benefit 
to other states.  The repeal of this tax would increase the funds transferred to heirs.  To the extent that 
the heirs of Connecticut estates live in other states, these additional inherited funds are likely to be spent 
or invested outside Connecticut. 

Fears that maintaining this tax will lead to massive out-migration of the state’s wealthiest 
residents and/or will deter the in-migration of wealthy persons are unfounded.  Recent academic 
studies show that estate taxes have a small effect on the residence decisions of the very wealthy elderly — 
                                                 
3  The Connecticut Department of Public Health has not yet published the official total of the number of persons who died in 
Connecticut in 2005 or 2006.  Indeed, the most recent data is 2003.  Assuming the same number of deaths in 2005-06 as in 2003 
(29,607), the number of taxable estates would be less than 1% of all deaths (0.6%).  
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few people are likely to be affected and the size of the effect is small.  Rather, the number of elderly 
residents in a state is more likely to be affected by other factors such as climate, the proximity of relatives, 
the availability of jobs, and access to services such as high quality health care. 

• In a paper published in 2006,4 Professor Karen Conway of the University of New Hampshire and 
Professor Jonathan Rork of Vassar College used a multi-year framework to study migration 
patterns of elderly residents of all income levels.  They concluded, “Our research casts doubt on 
the view that the elderly react to state EIG [estate, inheritance and gift] tax policies in making their 
migration decisions.”  

• A 2004 study by Professor Jon Bakija of Williams College and Professor Joel Slemrod of the 
University of Michigan Business School5 focused on the impact of taxes on just the most wealthy 
elderly — those that file federal estate tax returns.  While their study found that high state estate 
and inheritance taxes do reduce the number of federal estate tax returns filed in the state somewhat, 
the effect they found was very small.  They concluded that, on balance, any resulting revenue 
losses resulting from out-migration “would not be large relative to the revenue raised by the tax.”  

• Census and Internal Revenue Service data on migration also suggest that state tax policy has little 
impact on the size of a state’s elderly population.6  A relatively small percent of seniors — one half 
of one percent — move across state lines each year for any reason and most cite family, job, or 
housing-related reasons for the move.7   

These new studies reinforce the conclusion reached in a paper published in 2000 by economists at 
Syracuse University that “states should focus on marketing their amenities, rather than using fiscal policy 
to recruit retirees.”8 

For all of these reasons, and despite changes in federal estate tax law, 24 states still levy an estate and/or an 
inheritance tax:9 

                                                 
4 K. Conway & J. Rork, “State ‘Death’ Taxes and Elderly Migration — The Chicken or the Egg?” National Tax Journal, Volume 
LIX, No. 1, March 2006, available at http://pubpages.unh.edu/~ksconway/NTJ_Conway_Rork_Finalv.pdf. 
5 J. Bakija and J. Slemrod, “Do the Rich Flee from High State Taxes? Evidence from Federal Estate Tax Returns.” NBER 
Working Paper No. 10645, July 2004. Bakija and Slemrod note that the federal estate tax filing data they use do NOT distinguish 
between people who completely move out of a state and those who change residency for part of the year.  The impact of each 
on a state’s economy obviously differs.  If wealthy elderly residents are merely changing their legal residences by adjusting where 
they live for a few more months of the year, rather than moving out of the state entirely, many would continue to pay property, 
sales, and possibly even income tax to their original home state. 
6  Geographical Mobility, U.S. Census Bureau, Population Division, Tables revised September 24, 2006. 
7 The State of Wisconsin Department of Revenue also analyzed migration patterns, and in a memo “Senate Job Creation, 
Economic Development and Consumer Affairs Committee Hearing, April 19, 2005,” concluded there is “little evidence that tax 
treatment has a significant effect on residence decisions by the elderly.” 
8  W. Duncombe, M. Robbins, & D. Wolf, Aging Studies Program Paper No. 22, “Chasing the Elderly: Can State and Local 
Governments Attract Recent Retirees?” (Center for Policy Research, Maxwell School of Citizenship and Public Affairs, Syracuse 
University, September 2000). 
9  The Governor asserts that 32 states have no estate tax (FY 2008-FY 2009 Biennium, Governor’s Budget Summary, p 73), and 
includes Indiana, Iowa, Kentucky, Oklahoma, Pennsylvania, and Tennessee among them.  However, these states do have a tax 
on inherited wealth, but one that was not tied to the federal pick-up tax.  So the current split among states is about half and half, 
i.e., 24 states with a tax on estates/inherited wealth and 26 without.  
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• Seventeen states that levied pick-up taxes prior to 2001 retained their estate taxes.  Of these, 
fourteen states — Illinois, Maine, Maryland, Massachusetts, Minnesota, Nebraska, New Jersey, 
New York, North Carolina, Oregon, Rhode Island, Vermont, Virginia, and Wisconsin — and the 
District of Columbia decoupled from the federal estate tax law and continue to levy an estate tax 
that is the same or very similar to the earlier pick-up tax.  Three states — Connecticut, Kansas and 
Washington — replaced their pick-up taxes with estate taxes that are not tied to the federal tax. 
Maryland, Nebraska, and New Jersey levy both an estate tax similar to the pre-2001 pick up tax and 
a separate inheritance tax. 

• Seven states — Indiana, Iowa, Kentucky, Ohio, Oklahoma, Pennsylvania, and Tennessee — levy a 
state inheritance or estate tax that was never tied to the federal pick-up tax.10  

That is, among the other states in our region, Maine, Massachusetts, Rhode Island, Vermont, New York, 
New Jersey, Pennsylvania and Maryland all still have estate or inheritance taxes. 

2.   We support both bills’ intent to eliminate the “cliff” in the current unified tax, but suggest two 
alternatives that are more equitable and retain more revenues from the tax. 

While the Governor’s concerns about the inequity of the “cliff” in the current tax are meritorious, her 
proposal to address the cliff – by totally exempting the initial value of the estate from the tax – results in an 
unnecessary loss of revenues.  The Finance Committee bill similarly exempts the first $2 million of an 
estate, but increases rates so that the reduction in revenues is reduced. 

The problem with an exemption, however, is that all estates avoid paying estate tax on the portion of the 
estate that is equal to the exemption, not just those estates that are negatively impacted by the current cliff.  
This change, by itself, results in a very significant and unnecessary loss of revenues, and also provides the 
greatest financial benefit to the larger estates.   

L. McNichol, a Senior Fellow at the Washington DC-based Center on Budget and Policy Priorities and an 
expert on state estate taxes, has identified two alternative ways to “fix” Connecticut’s cliff, without so large 
a reduction in revenues and in a more equitable manner.  They are: 

1. Create a Connecticut 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 option results in a smaller loss of revenues (and 
a similar tax savings regardless of the size of the estate) than an exemption of the first $2 million.  
However, it still reduces taxes for all estates, including those not affected by the current cliff. 

 
2. Create a marginal rate cap of 16 percent (the current top marginal rate) on the value of the estate that exceeds $2 

million.  The current tax structure results in very high marginal tax rates for estates between $2 
million and about $3 million.  For example, an estate of $2,100,000 owes $106,785 while an estate of 
$2 million owes nothing.  Thus the marginal rate on the $100,000 in value that exceeds $2 million is 
over 100%.  Setting a rate cap would ensure that the marginal rate on value over $2 million never 
exceeds 16 percent.  This option would result in the smallest loss of revenues. It 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. 

                                                 
10  L. McNichol, State Taxes on Inherited Wealth Remain Common (Center on Budget and Policy Priorities, September 8, 2006), 
available at www.cbpp.org/ 
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The difference in tax due under these three alternatives to fix the current law’s “cliff,” as compared to the 
tax due under the current tax, is shown in the following table: 
 
Taxable estate 1.  Exemption 2.  Credit 3.  Marginal rate cap 
$2 million 0 0 0 
$2.1 million -113,285 -101,700 -58,785 
$3 million -130,985 -101,700 -21,985 
$5 million -209,600 -101,700 0 
$10 million -294,400 -101,700 0 
$20 million -320,000 -101,700 0 
 
Using the FY2005-2006 estate tax distribution data from the Department of Revenue Services annual 
report, McNichol found that a $2 million exemption would reduce revenue by 25.5%, a $101,700 credit 
would reduce revenue by 16.2% and the marginal rate cap would reduce revenue by about 5.7%.   
Applying these percentages to the projected estate tax collections for FY2007-2008 ($168.1 million) results 
in roughly estimated revenue losses for a $2 million exemption of $42.9 million, for a $101,700 credit of 
$27.2 million and for the marginal rate cap of $9.6 million.  McNichol notes that while the precise amounts 
of revenue loss may differ from those estimated, the relative size of the effect of each option is accurate. 
 
The following chart illustrates the impacts of the three alternatives on taxable estates between $1.5 million 
and $4 million: 
 

Impact of Three Alternative Ways to Fix the Cliff
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