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The State Estate Tax: A Leveler for Democracy

Washington’s estate tax is one of the few progressive revenue sources in our regressive state tax system.
Less than 1 percent of residents who pass away are wealthy enough for their estates to be taxed.

We can capitalize on recent reductions in the federal estate tax and raise $300 million a biennium in new state
revenue to invest in education and other important state services simple by doubling this tax on the top 1
percent of estates.

The Federal Estate Tax

The Trump-led federal tax changes in December 2017 increased the threshold for federal estate taxes from
$5.6 million to $11.2 million. With this increase, revenue losses to the federal government total about $10
billion annually. These billions of dollars will now add to the intergenerational transfer of wealth from the top
two-tenths of 1 percent of estates to their descendants.

From 1942 to 1976, the top marginal federal estate tax rate was 77 percent, with $60,000 of each estate
excluded from taxation — the equivalent of $900,000 in 2018. In 1982 and again in 1984, the Reagan
Administration and Congress dropped the top marginal rate and raised the exclusion threshold. The decrease
in tax rates and increase in exclusion threshold has continued under both Republican and Democratic
administrations, so that now $11.2 million is exempt from taxation, and the top rate of taxation is 40 percent.

Federal Estate Tax Rates and Exclusions from Taxation:
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The windfalls to wealthy successors have grown steadily since 2001. 2010 was a particularly profitable year, as
there was no federal estate tax whatsoever.



This year, the windfall for an estate of $11.2 million,
compared to what that estate would have paid in taxes in 2001, is $5.6 million.

Windfall of Intergenerational Unearned Wealth in Estates
Change in revenue received from 2001 rates for an estate with a constant
value of 511,180,000 in 2018 dollars. All figures in 2018 dollars.
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Increasing Inequity

The decreases in the federal estate tax accelerate the intergenerational transfer of wealth to the already
wealthy. In 2016, the top 10 percent of wealthy families received 56 percent of intergenerational transfers,
which conservatively make up over 25 percent of their total wealth.! This increase in wealth is skewed further
when we consider only families with wealth in excess of $2 million.

White families are twice as likely to receive any kind of inheritance as Black families, and these inheritances
are worth 7.5 times as much as the inheritances within Black families. Median white family wealth for those
receiving an inheritance is $287,000. Median wealth for Black families receiving an inheritance is $38,000.
Blacks and Latinx make up about 30 percent of the U.S. population, but collectively own about 7 percent of
the nation’s private wealth.?

Social scientists have concluded that inheritances, bequests and other inter-generational transfers account for
a large share of the racial wealth gap.3 Any reduction in estate and inheritance taxes disproportionately
benefits wealthy White families over Black and Latinx families, and disproportionately benefits the very
wealthy over the vast majority of Americans.

! Laura Feiveson and John Sabelhaus, FEDS Notes, June 01, 2018, “How Does Intergenerational Wealth Transmission Affect Wealth
Concentration?”, Table 2, https://www.federalreserve.gov/econres/notes/feds-notes/how-does-intergenerational-wealth-
transmission-affect-wealth-concentration-20180601.htm

2 See Janelle Jones, “Receiving an inheritance helps white families more than black families” Economic Snapshot, Economic Policy
institute, February 17, 2017 https://www.epi.org/publication/receiving-an-inheritance-helps-white-families-more-than-black-
families/

3 Darrick Hamilton and William Darity, Jr., “The Political Economy of Education, Financial Literacy , and the Racial Wealth Gap”, p. 16
https://www.stlouisfed.org/~/media/files/pdfs/hfs/20160525/papers/hamilton-paper.pdf



Washington’s State Estate Tax History

Washington State first established an inheritance tax in 1901, with tax rates from 1 percent to 12 percent. For
the next 80 years, the Legislature adjusted rates and increased exemption levels. In 1981, Initiative 402
abolished the inheritance tax and enabled the state estate tax.*

Washington’s current estate tax was enacted in 2005 by the Legislature. It was challenged in 2006 by an
initiative for its repeal, but that initiative was defeated with 62 percent of the vote.”

In 2013, the Legislature passed an increase for estates in excess of $4 million, with the voters again
approving.®

Washington State Estate and Inheritance Tax Collections,
1969 - 2017 (in 2018 Dollars)
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Source: https://dor.wa.gov/about/statistics-reports/history-washington-taxes Author calculations of integrated inheritance and estate taxes

Current Rates and Exemptions for the State Estate Tax

The state estate tax kicks in for estates valued in excess of $2,193,000.” The estate tax rates begin at 10
percent, and top out at 20 percent for the value in estates in excess of $11,193,000. For example, an estate
worth $5 million pays about $569,000 and one valued at $10 million pays $1.26 million in state estate taxes.
Neither of these estates is subject to federal estate taxes.

4 https://www.sos.wa.gov/_assets/elections/voters'%20pamphlet%201981.pdf

5> Washington Secretary of State, 2006 Election Results: https://www.sos.wa.gov/elections/research/election-results-and-voters-
pamphlets.aspx

5 https://www.sos.wa.gov/elections/research/ See 2013 election results and voters guide

7 https://dor.wa.gov/find-taxes-rates/other-taxes/estate-tax-tables#W



Potential Revenue

If the state estate tax were doubled, the state would realize on average new revenue of about $161 million
annually, with variability depending on the death and assets of wealthy individuals during each year.

From 2014 through 2017, state estate tax total receipts have ranged from $141 million to $172 million.? Total
number of estates taxed per year ranged from 484 in 2014 to 333 in 2016.° For reference, there were 54,514
deaths in Washington State in 2015.1° Taxable estates make up less than 1 percent of all deaths.

Realized Estate Tax
YEAR
Revenues

2014 $167,530,708

2015 $164,123,475

2016 $140,589,916

2017 $172,426,989
4-Yr Average: $161,167,772

Source: Department of Revenue, https://dor.wa.gov/about/statistics-reports/history-washington-taxes; author’s calculations

State estate taxes are deductible when determining taxable estates for the federal estate tax. For example, an
estate valued at $22,193,000 (520 million plus $2,193,000, which is the amount of the estate exempted from
the state estate tax), with the top marginal state estate tax rate of 40 percent, would reduce the taxable
federal estate to $3,633,000. This would both increase Washington revenue from this one estate from $3.7
million to $7.4 million, and also decrease taxes paid to the federal government from $2.9 million to $1.5
million.
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Increasing the state estate tax rate could result in over $300 million of new revenue for the state of
Washington in the upcoming biennium. This revenue could fund early learning, health coverage, or
community college tuition, opening new doors of opportunity for state residents and better meeting the
needs of our people.

John Burbank, Economic Opportunity Institute, January 2019

8 https://dor.wa.gov/about/statistics-reports/history-washington-taxes
° Department of Revenue e-mails from Kim Davis, August 2, 2017 and December 20, 2017
10 https://www.doh.wa.gov/DataandStatisticalReports/HealthStatistics/Death/DeathTablesbyYear



