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TREASURY DEPARTMENT 

fNTal OP'PIQ COMMUNtCATION 

.... AIJG ~ l 1'dJl 

.,. Ur. UacJ.ll 

-- llr' ..... 

SuliJoctl tilt Jll'flSIQI S!IIDIIII, 1937 - Ill~ .AID OIJ'l' tiXIII 

P&l't I 1 Structural l\!Thlon of tho led.,.a1 l!tah 'l'lls 

'Jhe acc~c •-!'lllldua ~~~•• 111 a011e 4eta11 thoaa taatureo 
ot the leder.l eatah taz which .., 'be 4e•ed wor~ ot rmalon 111 the 
1Dhreat of vz1- eqmty 8ll4 creat.,. pro4ucUYit7. !be •ore d¢f1-
C&Dt ot the conc1ua1ona are aa follon1 

1. !be apocltic u.apUOD ot $40, 000 ~ well be re­
duced to t2Q,OOO. lh!.le 110 particular cue caD be den1031ed 
for J>rochel7 that figure aa O!>POaed to one ol1shtl7 hicller 
or low.,., eYidacce 1a alnllld.ant that the "OreoeDt figure 1a 
too hie~!. A reduction ot the opecltic ucption to $20,000 
would .ake the eotate tax more effectiYe on aaal1er eatatea 
aDd thWI 111cr.ue r!Taaue. It would, i11 additi011, 'brine 
lederal u.pt1011 111to 'better confoN1t7 with the u~UODo 
proY14ed '117 State laora, thua e1WuUq aae pot011t field of 
iDhrotato ._..iaUon, 7et 1aaYiq 1t at a leYe1 abon that 
CODerall7 recoC'lhed aa ed.equato to proYide a tax-free w'b­
d at•c• t\m4 to the 4eced•t'o depODdacto. 

2. !be waeot1011 that the epecitic a:OI'IJ)Uon J>rOYided 
'b7 the 01tah tax reco1111ae the 11ua'ber of 'baceticlarleo aDd 
thei r relaUODahiJ> to the decedent, 1a not conddered dedr­
able for t...ediah ed03>Uon. !bllt either ..n 1Dher1 t&Dce tax 
o.r &II Htah taz which roco111hea the 11uaber of b011eficiariea 
&114 their relaU011ahip to the deced011t woul4 .ake for creator 
eqult7, c., be r...Ul7 conceded. s-er, the acca.pe.1171.nc 
edldA1atraUn UtftoulUea are 'beU.n.t to outwalcll the Dot 
eddl Uon to equ1 t7 which could thua 'be obtaloed. 

Regraded Unclassified



s~ - 2 

3• WUA re.,ec\ \c \Ae Urea tin>•• of tiPeC1f1c e....,­

\lono (conotac\ , oond.lUollllJ. , md ,..A1sh1DC) now ill uoe ill 

nr1ou 001m\r1u, t.oe ...UoD.IJIC we oi' e....,uon 1o •1Acled 

out ao \:0. ou -on deolra'ble, 'rAe cona\&llt eX411111>\lon SeDor .. 

taa ney e.ra-t \o wAicc it prai"CIIIIlol,r o .. , lh e:dat&ce, 

~. tbe dhcrlmD&Uon ill fayor of t.ba ral.at1Yel,r tlll&ll 

eatoteo IV CJ""'UDC \be prlYU ege of beq-~ a ta.YI-t'rM 

tuD4 for \ce -illtell&llce of \he decedmt 1 a depcd&u. OA 

Ule COil <rat'7 , U Ilea tow a a ta.z adY&Ilia«e which CJ'OWI l&rcer 

rather thaD .-ller with t.ba 11lCl"Mta ill the t h e of \he u­

tate. 'rha ccnd1 UoDAl u-tlon, on the other band , 1o too 

arbltr&r7 for 1t fall a to p'I'OY1de a gradual trana1 tlon from 

Dcm-t.o.zab111tT to -b111ty, !he Y&llishlllc -.....uoa 1o 

coceidared llOet deolra'ble, It recocnlseo the neceaoitT of 

graAtll>g tax- tree bequah for the oupport of dependents ill 

the e&ae of ~1 eotatu, and dcea DOt, ll..ke the conotact 

uqtloc, pezpetue.te the a&llle adT&eta«e ill the e&ae of 

lar&• eatataa , and hcce doeo not l.JI!p&lr the prod\I.CthitT 

Of tbe taL 

4, In cocecUon with the -=er of tek.1D4 eJ:IIIIPUons , 

1 t 1o oboened that 1t tbe 'I'IUllshlllc e:diiPtloc 1o adopted, 

the ceceaoity tor apec1f71n& that the exemption be taken 

f rom the low .. t br&eket wlll be elilllllatad. In the net, 

howner, that thlt cono\&llt •X411111>t10il 1o ret.&1Ded 0 it rill be 

deeirable either to opec l(r t.bat the exemption be deducted 

from the loweo\ br&eket or to r.pl.ace t.ba preoent exemption -

upru oed a t a deducUon tl'Oia tha otb.enrloe -bl e bat e -

b~ e.c exaoption e~reooed ill term. of a conot&et tax credit, 

1bile 1 t 1o recocnlsed t.bat e.c enaptlon ill tal'ILO of t&x 

eredi t 1o PtTclloloeicaJ.lT '1111deo1rable b eoauae 1 t aeema Sll&ller 

to the ta:q>qer than & ccrreapolldlDC u~~~~ptlon deductible troll 

a ta.x base, COilt14erat1ona 1A the 1Atereah of equity and 

:;>rodu.ctl rl tT are Jlld&ed \c be llOre o~ltlcan t , 'rbe elia1».­

t1on of tha t&x adYaD.tace 1nr1D& t o lar1e a t opposed to ..U 

ootatoa from a eonatant e....,tion de4uct1ble f rom t.ba tap 

braeJc.t and thlt conoeq'll*lt dea\rw:the ettech oqpon utate tax 

reveuu.s , are T1tal cone14e:r&t1on•. 

5o All •••'MUon ot tha traa-nt of illRl'SDCe leada 

t o the coneludon that thlt pruct ucluaion from the -.bla 

base of $110 ,000 ot ill-ca pa;f&bla to Mllad bcetioi&rlet 

thollld ba ella111ata4. Whlle the pre.ctica of prorldbl a 

liquid tlmd tor ona ' o hlal l,r h eociall,r deai rable, no ftlid 

r eason c&e be preacted ,. that t ona ot &oaet aho1114 be aiJICled 

out tor e apac tal,J,r faTored tr.e.tment, Sl>ch &JOOlualon of 1Aav­

anee trora thlo ta•ble bate aeneo to double the aha of t.ba 

apecltlc -.....uon and \lmt affords a c:raatar t&x adYantace to 

the l&rcer &a oppooed to thlt .-llar aotatao, aAd ill addition, 

ot couroa , reolllh 1A an l.al>&irMD.t of t.ba prod\I.CthitT of the 

tax. 
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6. !he pr<>!)ooa.l tl>Bt inouraneo for tho J)~ent of oa­

t~te t$%11 bo rendered t3% free io not recommended. ~ao con­

tention that oetote taxeo ~ subJect an eotote to forced 

lleuld.fltlon lo rOCOGIIhod; the OoTom:oen~'• obll;;atlon t o 

..,re•ont ouch ll<!Uid.fltlon, howonr, h not conceded. ~~ fe.cto 

that the excluaion of ouch lDauranco oould do!oP.t pro~uolon, 

illl]>nlr rnenueo and deJ)ri•o the Oo•ornaent or one o! lte roll\­

tiYely !ow OJ)por tunitieo to 8BJ)l07 the principle o! ability' 

to pa;r aa a eri terion of taxation, are suffielant Juatl!lca­

tlon for 1Dcl-.14int; all lnouruce ln the taxable .. tate. 

7, !he preeont treatment of property previous~ ta.xed 

(excluding ouch pr<>!)erty tJ'Oil taxation llhen the t"o ouceeo­

oi•e deatho occur within tl•• year.) otri•e• tor the eli,lna­

t i on 0: multiple taxation, one or the exletinc lDe~~tioo 1D 

the ootate tax. !!owner, the preoent proriolon lls1Un~ the 

period of grace to preeloe}¥ :the :ree.ro 1o conducl•e to l n­

equl ty e.nd ohould be replAced by a graduated ocala rangi~g 

!ron a CZ!plote Oltta:lptiCII Of pr o,erty preriouo~ tu:ed ln 

caooo where the two deatho occurred w1 thin one yeer to e:<ta:lp­

tiono of 20 percent in thooe caaeo ftbere the lnterYP.l between 

the two deatho le more than !our but not more th&n flTo yearo. 

8. With reopect to t he p reeent policy of ~tins full 

U Ol:IJitlOD to charitable bequeota, etrcso 1o ll\ld ~on the ln­

eoul ty resuUint; !r0111 tho !act th:lt the t..x r eduction inurin;; 

to oot~tes ot dl!:ferent ol1e f r 0111 a sl•en boqueat lo widely 

difterent, rangine !roo 10ro to as I:I\I.Ch as t..o-thlrde ot the 

entlro be<Noot. While tho entire elimination of thio for:~ of 

e>:emptlon ·is deemed undeolrable, lt 1a pr<>!)oeod that the preo­

ent full exeaptlon 0: charitable bequeoto be ell:ainated and 

1::1 1 to oll\ce a ta.x credit ouboti tuted, ouch ta.x credit to bear 

that roil~ to the total tax l.labllity which 50 p ereant or the 

charitable beq,ueo t bee.ro to the net oetate. 'l'blo procedure 

.. o-.Ud not unduly dhcouraco charitable beo.uoota and would, in 

a aoderete """"'er, e(!llAlhe tha tax bonefl ta accrulag !rca the 

exempt ion to eotateo of varlouo ol1o, lncreaolng at tho oaoe 

time tax revenue. ' 

9· It lo O\lgGOOted that t he p reoent bracketed rate atruc­

turo bo replaced by one on a totall ty baala. !he contentions 

that tho ledoral OoTornaent baa DOTer -"Pl07ed a totality rate 

ochedule and that the bracket rate atructuro 'Oena.lto a amoother 

degree or pr~eaoloc are olplfl.eant, to bo iure. !hey are 

secondary, hoeoTer, l.n lld"t of tho conaideratlona that a 

totall tr rate otructuro allon tor an lDcr oaae in tho otreetln 

rate of taxation without AA7 apparent lncroaao 111 tho atatutor:r 

rnte ach edule and reflecto the wellht of the tax burden more 

correctly. Top bracltet ratea, wbich under tha bracket ayatom 
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appear cOD!bcatoJ7 ~, when c011.t1d.ered in relation to the 
tu burdeD 011 the total 11tah, be moderate a11d C&l1 be a:­
prllttd a t """II iD a totality rate echedule. It b COIIaidertd 
coed public polio~ to recosnite the «eneral public'• lack of 
W\dertt&l14111& of bracket ratee thrQU6b the u11 ot totality 
ratet with adequate equalisin~ proYieiane at the break-oYer 
pointe . 

10. '1'1 til reterece to the le•tl ot eatate ta: 'ratee , it 
1t ._attd that the 1935 rate acht4ula b e nplactd with a 
nov rate achtdule 010 the totall ty llu1t ~II& hoa 1 per­
cent oa net eatatea aboYe a $20,000 YaDiabi~~& ez.-ptiOD to 
75 percent on net eetatea ot $100,000,000 &11d OYer. It ia 
readily 4etac414 on the ~0\IDd that &11 _.-11 rnia10D of the 
rate atru.cture, w1 til a Yiew to anhancin~ the ettectinDall ot 
the tax OD eaall and. mtdium alae aatatea, ia t.perat1Ye in the 
iDtereata of productiYi ty and eaaaDtlal in the lntareeta of 
aqU1 t:y. 'l!lle rate atru.cture propoetd would produce a wloet&11-
t1al increaaa in rnenue w1. til a a1n1- of adainbtratin 41!­
flculty an4 public oppoe1t1011 , It 1f0'.114 e4d a Jwotltlahle 
e4d1 Uon to the tax 'tn:>.rdMI talllll& 11p011 middle aha aatatee 
1f1 thCIUt lnterterl.J4: wi th the daaire ot the 1D41Y14Dal to pro­
ride hi a halra w1. til the nece11i Uea ot aubaiatec e. 

11. It baa been ur~ tlwt tha ta: burden h1poatd 011 
tranetere of property at 4eath r ecognise the prior wealth 
of the benetlc1&J7. J.lthQU6b orw:h proctdure wCIUld be theo­
retic&lly 4eairable in the lDter11t of equity, the 1DnoYat1,on 
lnYol•e• & refinement of a finer order than that coa=eDaurate 
wi til other featurea of the preatDt tax ayet• &114 threatena 
to lnYClYa leg&l and adaiDlatratlYe 41tfl cultlea , acme ariai~~& 
ln cODDection vltb the deteraiD&tlOD ot ~rior wealth &Del other• 
hoca the neceeal ty of taldD~t 4wo cogntui.ce ot the ultimate 
benetlclariee. It la conclu414 thet prestDt ettorta at nn­
aiOD cCIUld 110re proti tably be 41rectt4 iD other chanDtlt. 

12. It 1t wueated. that the practice of attor41D.: the 
executor of an eatnte &11 opt1011 betwetD Yaluatlon tor ta: pur­
poaea aa ot date of death or ODe :ree.r h ence ba alla1D&tt4. 
SlDce the eatate tax ia a taz on tr&Defer of property at death, 
no lo~cal Jwotitlcation ~OW\414 1D ecoDomic reaaoni~~& can be 
fOW\d tor the recosnl Uon of propert:r nluee aa ot &117 aubee­
qunt date. lhile in peri ode of rt!>ld.ly 4ecllniDC Yalwoa it 
aa:r be 4e•l4 azptdient to ta~porar117 &llniate inJ-tiee by 
abifti~~& the date ot nluatioa 011e year heDce, the practice 
on the whole la undeairahle. .lt all eYeDte, .,.,.. thet the dOI'D­
ward trac4 ot eecurl t7 Yaluea baa rneraed. i taelt, the plea ot 
azptdiiDCY baa loet ita force a11d the opt1011 ca11 prodn.ca Cllll7 
adminletratlYa difficulty. 
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13. '1'1 th roopect tc COIIIIIIIUl1 ty property , it 1a uri!K that tha 
J'odel"al Go ... rmoont t.ke a definite poo1t1on. It 1o reco¢ud 
that in the 1nteroot of greater productiTity it e&T be desirable 
to oteriliso tho e~ty property pri nciple, in which eaeo a 
ut1lbat1on of tha •ricllt of .._..,t and. control" concept ~ 
pron trn1 t1'Ul.. 

14. At praoent wbon property which h&a enhanced in ftluo 1e 
tranaforrod b7 inhari tanco, tho eapi tal gal. no eo cape incoao t&D.­
t1on. !h. conat1tut1onal concept of incoao precludes tho t&ldng 
of weh caphal pine under tho inc011o ta:J:. To eliminate thio 
inequl. ty, it 1e propoeod to illpooo a c""J>onaatory tu 1n tho 
form of an a441t1onal oatato tu on capital gains that ha ... accrued 
to real ootate, otocl:a and. bondo, in tho follomng lli8Ailerl A 
t entative tu i• to be ca-.PUtod at tho regular ootato tax ratoa 
on tho antlro a~~~ount of tho groaa estate without tho &U.,.....oo 
of any doduct1ou 'llll&teoovor. .A,p.inat thia tontat1To tu thoro 
1a to be peral.ttod a tou; credit, coapu.ted at tho regular estate 
taJ: rates on an ""aunt llhl.eh will be tho """' of tho ad,fultod baeoo 
for reel estate, atocka, and. banda, and the current e>arl::et of all 
other gross estate assets. Tho 41fieronco bot~en tho tentative 
~ and the tax crod.l t tlma doto=l.ned will be tho eaa>it&l gal. no 
transfer taJ: or tho 8 init1al estate tu• liability .,)Uch 1a to 
be allowed aa a deduction for the purpose of coapu.tlne tho baoie 
estate t~U. 

15. In view of the corollary relationoh1p of the estate and 
the gif.t t~ h follows that tho adoption of any of tho above pro­
poaala with roepoct t o tho estate tu should be accooopenled by 
parallel reTioiona of tho gift tu. 

Pert lit Coord.lnatlon of tho J'odoral Eotato and tho Federal Gift Ta:l: 

In · tb1o aoctlon thoro 1a ez:aainod tho lack of coord.lnation between 
tho •~sting Federal estate and tho J'odoral gift tax and thoro 1o out­
lined tile procedure whereby tho two taxes can properly bo integrated. 
!i'ha more al&nificant of tho concluaione are aa follont 

l. ~ gift and tho eotate taxeo are complementary constit­
uents of tho tu .,...,... .la weh, they should bo properly coord.l­
natod, Coor41nat1on, however, dooe not roqniro that tho tax bur­
dona imposed upon two COIIplconte.ry tu bueo bo idan t1cel . All 
that 1t roqul.roo 1a that tho dlfforentlal in tho t&:: burden• im­
poeed upon oi thor of tha two coooplemontary tax baaoo o:q>rooo tho 
preferential troat.eDt tho GoTormoont dooiroo to accord the one 
aa coaparod with tho other and that tho extent of that preferen­
tial troataant a?ailablo to 41fforont in41 Tidnalo bNtZ e rational 
relationohip to the .. aunt of their propert7 tranofora. 

2. !be J'odaral oa tate and gift taxoa are 1n pre aaing need of 
coordination be-ol (a) !be gift tu hao graatly reduced tho of­
foctivonoao ol tho oatato tax by at~ording ~botantial opportunity 
for reducing tu liability indidont to property tranofero: (b) tho 
opportunity for ro4Dc!A« ·~ liability in thio canner ia not ~­
foraly a?ailablo to all 1n41widualo but accelerate• aore than i .n 
proportion to their trauferable wealth: (c) tile reductlon in tile tax 
l1ab1li ty incident to T.lroperty tranof oro avallaole thr~ inter viTae 
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clth h cr-ter t.iiM tbat requ1re4 117 pv.bllc4c,l107: u4 (4 ) 
tu 4htr1 'llll\ioa of ootatu tbzoucl> 1Ahr '11. ,.oa clth aaCOIU'­
ap4 117 tu preforeaUal treat•at accorde4 H for taz pvpoMo 
aa4 t ho oouei('Uat l'<l<ll:leUoa of propertT tr&ll&fero .,.\joct to 
tho utato taz baa racbl.ce4 tu MOWit of llllleruaaoo u4 utato 
taz ....,.._ Pailablo t o tu ltatoa. 

3· ParUT aa a rew.H of tu lack of coor41aaUoa lie-
, ...... t ho utato taz u4 tu cift taz, tr&ll&for tazea occap7 
a relaU,..lT lll.aor role 1a tu .&Mricaa .........,.. otrwoture, 
liiOtwUuhwl'JO« tu fact \Mot \he}' co.prioe o,.. of tu two 
llaia couU-ta of tu taz otructure c.pablo of tu ~~ppl1ca.­
Uoa of tu abilitT to pq pr1ac1ple. 

4. !be a4,.aatace• accrW.ac froa tu uae of iator ,.hoo 
cith are ao 4oubt craater thaa thooo coatnplato4 117 Ooacra ... 
!he hchlatura 414 4eo1re t o oacourace tu 41otr1'111lUoa of a.­
tatoo 4uri.JO« tu l1foUM of tu1r o .. oro, bllt aot to tbe OlD­

h at u4 1a tu 4hproport1oaata IIUDIIr acWallT proT14e4 117 
tu pruo.at law. 

5· J. coor41aaUoa of tu utat• ...a t11a cltt t az caa be 
achh,..4 117 T1..U.C loter ?!'rOo pfta aa iutalJ..ah of propertT 
traufero u4 T1h1llc the ta:aa Oil ...ch Citb aa p- llh Oil ao­
COWlt of traufer \azea, !he ho \azea are a'-llT iahr-
4epe .... at, !haT uri,.. froa 14eGUoal oriciu u4 fall upoa 
iaterchaaceable trauactloaa ...a, turefora, barriac lecal ooa­
ai4eratioG to tu ooatr&rT, ohoW.4 be coab1u4. 

6, hch coor41aaUoa caa be acb1.,..4 117 tu followiac 
a4111ahtraUwlT relaUnlT a1..,1e UT1ce: (a) .. tala tu 
25 parent 41fferential illllerent 1a tbe eziotlac Cift \as u4 
tu utato taz rate atr~~etvo ; (b) cbup tha azhUac ut 
pft \as llaoo to a cro•• baH, co..,...blo to that uM4 in tu 
\azation of oatatu: (c) coaa14er tu tazea pa14 on inter Ti'rOo 
cifh ae inotall.aeAt -ab on accoomt of fioal utato \azeo; 
(4) 1ncl\14e in tba tazablo baM at tbe tiM o.f 4aath 110t oalT 
tu realdaal utah realll.niac attar Cifta, wt alao tha ?&1118 
of propertT p rnioual.T noporte4 for cift taz pv.rpoMo; (e) oo­
puh a hntati,.. eatah \as l1ab1litT upon all of tha propertT 
41IIJ)OM4 of 117 tha 4ece4ent both 4v.r1nc blo lifeUM u4 at hlo 
4eatb; (t) cre41t acatnot tblo toatau,.. \as UabilitT (1) pft 
\azeo pa14 u4 (2) ncb a prelll.- upon web Cift ta:ao ao nt­
ticeo to ospreoo tha \as a4Yu\ap it h 4oo1re4 to affor4 inter 
'11. ...... Cifta. 
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7. !ate dertce herein propoeod. tor the eoord1Dat10D ot 
the ~adoral eetato &Dd the cift tax =-r poooib17 be .ubject 
to the following objectiODOI (a) !hat it io i_,ractieal tor 

1t hmlleo a otatlon~UT ootate tax Md f,"i:tt tax rate otruc­
ture iul4 that in the eYODt ot futuro rate ehupo, tax lla­
billt7 would ban to bo recalculated rotroacthol7 to the 

:tint &t:tt: 8Dd (b) that the a.eCUIIIllatiOD ot &itte tor ult1-

e~&to incluaiOD 1D tho reeldual eetate tor &itt tax 'OUJ'DOooo 

C1&7 be unl&wtul becauao title to tho p ropert7 41etri:oute4 
tbraugll inter Y1Toe gi:tto h not held by the decedent at tho 

time o:t hie d .. th. !he tiret o:t theee criticiemo io conoidorod. 

to haYe little force: tho IP!>raioal o:t tho oecODd au.at al1alt 
ju41cial rert .... 

s. !he 'Oroooood. coordiDl'.tinc donee hal n\lllerou. adnn­

t ageo: (a) It wOuld preoent no a4dition&l ~iniotratiTe 
problema t or a record o:t inter TiToo gi!to io alread7 bein& 

Cl&lntained eurrentl7 :tor gift tax purpooeo; (b) it will in­

cr.,.e reTOaua tro. tho eotate and the &itt tax b7 increaoine 

t he ef':tect1n trenoter tax rP.te, without an altorat1011 o:t tho 

exiatinc rate otrueture; (c) the Federal 00Ternaent will be 
enabled to accord _prec1oel7 that eneou.ra«ement to inter YiToo 

Cit to 'llhlch 1o required by public polle7, e.n4 11hich ~.t the 
oace tille will be un1torml7 a't'ailal>lo to cll 1n41rtduals, and 

not TarY more thaD in proportion t o thei r wealth; (d) the pro­

po•ed treabont o! pr"!)ert:r tr&Dstora will be a logical corol­
l ary o:t tha cuaul&tiYe tax base and cuaulativo tax credit con­

cept alre&dr ocployed in connection nith Gift taxoo: (e) it 

l1ill cclte tho baooo of the eotate tax and ctft tax identical; 

(!) 1t ..tll ellmlnate the double u .. of axempti ono and the 
double use o:t loner brackoto ln connection with property trano­

fer toxeo: (&) 1t will prortdo the :oa.ebinery tor ollai:lat1ne 

the inequlto.ble effect ot cift taxeo II!>On tlle eet:lte and in­

heri tence tax revenueo ot State goTernmente without any reduc­

tion of Pedoral revanueo; (h) it will :toreotall the prooent 

OIOTement toward indop 811bnt State gift taxeo and thuo m 11 
eti:tle a new and potent cOD!llct which io a.rioing bet.,een the 

Federal GoToi'DQent and the Stateo. 

9· !rho preoent practice o:t exempting $5,'X>O gifto m".d.o 

In any one y ea.r to r.1J.7 number o! in41rtdur.lo 1o conoidered 
excesohe. Ito replaecant by a aaz1mm d011or• o &nm~D.l ex­

oapt1on ot $5,000, irreopeetln ot the n=bor ot dODooo, h 
recoma811de4. 
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1.11 thh aect1011 there 1a auol11ed the lack r4 eoordla&UOil 'bat""" 
the llrlat1Ac h4eral u4 State tuea "" propert;r t ..... afera Uld there 1a 
wtU11ed a procedllra whare'b;r the treater taxH ar thau two Jurladic­
Ucu CUI 'be properl;r coorcUute4. '!he acre aip!flc&t of the c011c1~ 
at .... are u follont 

1. '!he tua\1011 of 14..,t1oal tax 'buaa 'b7 two aaparata 
u4 aOYareip Jurhdie>Ucma require• coorcUuta ... uon. '!ha 
ahaiii1Ca r4 coorcUw.t1Cil 1a certain to prodnca Ulldaairahla 
accmcalc IIDd aooial COill lqUMOH. '!hat COOrd1A&tlOil 1a lack­
ill& ill the field r4 propert7 treater tuat1cn aod hal ot 
11ac .. a1t7 prodnce4 'IID4eat1'&'b1a c011aaqueecH require• 110 4•cn­
atrat1cm. 

2. 11h1la the probl• of aUaiutiAc contUct1Jac J'e4aral 
u4 State -Ucm 1a of •ora Tital a1p1.f1CU~ce to \11.1 ltat11 
thUI to the J'e4eral OoYarua~>t , the latter ...,..ot ccmUJlUI 1c-
110r1"6 the pro'b1•, partl;r 'bee.,..• the Stataa th-alTH are 
""'"'b1a to aolTa 1t but priaarll7 'bacauae the J'edaral OoYer..a ... t 
1tult 1a ear~>eatl;r 1Dtereate4 1D •- !'heal practice 'b7 all 
t;OTei'Uilctal un1 to. 

3. '!he adO{>U 011 of the cre41t1nc deTica 1D 1924 u4 1 tt 
expaaa1cn 111 1926 a1pifie4 a w1111Dpeu em the part ot tho 
J'edaral OoYama•t t o ahara ita trUiafar tax rew•ua with the 
Statea, flrat 111 tha ratio ot 3 to 1 Uld later ill the ratio ot 
1 to 4. I•ed1attl;r followinc 1924 u4 1926 the Statea atte11pted 
to contom their trAIIafar tax 171t•• to thia J'adarall;r dictated 
pattern 'b7 111poa.1Dc tax 'bllrd.,.a apprc:xiaatalT eqiWol to 10 pero.,.t 
ot the 1926 J'edaral aatate tax rata achedula: the J'adaral OoYarn­
••t, h""ner, craduall;r UIII1.1Ulate4 the attecu.,... ... of ita 
""" pr...,._ liT radncinc the relatiwe q"Qalltitatin l.llport...ca 
of the State tax cradi t. 

4. '!he 1932, 1934 Uld 1935 J'ederal lln•ue reTil1011a 
aened to dwarf the r ole ot the StatM 111 the t....,afei tax 
field. Iu their effort. to c"""teract holaral acticm, the 
StatH r11orted to the -ta111t at e6d1 ticmal death taxa• 
aod the ~011 t1cm of pi\ tu••, thare'b;r e441ztc to J'adaral­
Stata contUct. 

5· '!he faUura of the J'edaral OoYarnaa11t to att~t .,. 
aUa1Aat1Cil at the conflict 'before 11"" 1a pro'bahl;r due to the 
fact that the azt•t ot llrlotinc o01lfl1ct 1a -•rall;r 'IID4er­
eat1•te4 aD4 the r•edial atfecto ot the credi tine deTioe 
are aacprate4. 
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6. !he ertent to wbich tl\8 crecU tin& proYhio:> bas 
failed to el1al.nate interstate n.riatlon in property trs~~e-
fer tautlon 11 re•Jtcabl.a, Bot only ciDea the 1111d tor dual 

a4alnhtrat1on and dual t~re' colllpl1anos re.tn but in 

aany reepsch there h p robably as wide a 41nra1ty in State 

death duties as prior to the ac!Dptlon of tl\8 crecUtin,t :pro­
Yieion of 19:!4. Intoration o'btaillld thro"((b a queetloiiD&ira 

subaUted liT the Dhhion of lllllarch and Stath\ice of the 

'rreaSU%7 DepartMnt to the death tu adal.nhtratore of the 
llftral Stateo and an analyaio of the aenral death tu lawe 

renal• that Yariationa w1 th reepeot to (a) the type of t&:lll o 

elllploy.d , (b) definition of groeo aatate, (c) Yaluat ion prao­

Uce, (d) definition o f net eo tate. (a) traatnent of in.......,ce, 

(f) oise of specific ezaoption, (J) aanner of tak1n& t he ·~­
Uon, (h) rate otructu reo, and (1 ) the tu burden illlpooed, 

eolleetiYely produce a hetero«eneoue State-br-State property 

tranafer tu pattern. 

1· Aa a reault or theae ftrla\ions (a) the ratio of 
crecU to ela!Joed for tano paid to Statea &pi net Jederal es­

tate tax liability to State iol>eritance and estate tu col­
loctiono ran«ea from 0 to 92 percent; (b) the 41trerent1al 

oetate tuoo pasoed b7 the Tarioua States in order to take 
adn.nta&• of the aTailable J'ederal crecU t are 11111 ted in er­
fectiftlllll becau.oe tho taxes Uopolld b7 the Statea are in 
...,. eaeoo in e:xceoo of the ~lllllll J'ederal crecU t; an<' 

(e) t!W o1¢t1cance of the death t.,..o 1n t ho rennue • • ruc­

turea of the T&rlouo Stateo ranpe froz 0 in one State to 
110re than a fifth in another . In other words , interetatl 
Tariationo peruate all aapecto of State de&th ta.:ee le..Unc 

to t he unal.atalcable conclusion that t he crec!.iUnt prortaion 

in itself 11 not adequate for t he elilline.tion of interat&te 

eoapetition and Jeder&l-State conflict in dae.th te.xation, 

8. 'rhe propol&le which ban been adYaneed for the elimi­

nation of conflict in Jederal-State taution of propert:r trans­
fers fall int o three pneral categoriea: (a) Sepuation of 

rennua source e . (b) noditicatlon or the erecU tln,t dertee and 

(e) Jederal-Ste.te integre.tion, 

9. 'l.'he relat1Te nerlts of these :propoeGla mu.ot be a,p­

praioed in light of t~ tollowinc obJectivees (e.) 'rhat any 

c:ha.n4le iD Jederal-Ste.C. relatione ciDoo not Ulll!uly re<!nea 
J'edenl ,..,..,....,, (b) · tl>at 1 t increases oubetanti&ll)' or at 

lee.st moderatel:r State re·renu.eo, (c) that it not be eoerein 

UI>OD the St&tll , (d) that it be of & type which can &O into 
effect gr&dually e.n4 not be concUtioD&l upon the enaetDODt of 

.ascitic k1D4 of leci elati~n in all of the Ste.tae, ( e ) tbat it 

.Uetnrb as little u po11i b. ~ the death tax lecule.tion now on 

the books of the Ste.tu, i z:.,.,ired in part b7 the J'edoral 
CloTernMnt'• cre41t1D& dartcit, and (f) that it aini•is• "' te.r 

"' poa ai ble the nud !or dual adniniatration e.nd dual tax eoo­

plie.nce. 
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10. In the l!t;bt or t he $bon eDu:serated cri terla, 

none o! the three central eatecories or 1>r 0t>oaals hi t.lter~o 

adftllced ~or the eUmiD&Uon or federa l-State co~l1ct in 

d eath tuati.., b acceptable. 

11. !Xieting Pederal•State conflict in the field o! 

death taxation can be eu.iD&ted by coobiD&tlon o~ two pre­

Tl.o-.w~ proposed methode. llpecltic.al~, 1t 1a rec..,eDded 

that the federal OoYerDmct proTide the Statu r1 th an OJ)tion 

as ~ollow.a !hose States which cont inue to le~ their omn 

death taxes ,._v continue t o tal<e a4Yent$.6e of the 80 :>ercent 

credl t allowed acainet federal eetate t axee UDder the 1!'26 

Act. 1!1oae States, on the other h&Dd, "bleb rlll abol1eh 

their OWD death taxee will receiYe in Ueu of this State t~~ 

credl t a fixed prOJ)orUon of federo.l eo tete and t;ift tc.x col­

lections 1D their respec tiYe S~teo. 

12. i!hio option arranpment hat nW:teroua adYMta~;oll 

(a) It p roTl.deo a t:radual tranoi Uon tr0<1 the exit tin.; o1 tua­

Uon and can, there~ore, co into open.tion hcedil\tely and 

need not be :pootponed until ouch a time aa apyropril\te le.:;i•-

11\tiYe action hu been tal<en by all of the Stateo; (b) t he 

~ent b in no sense eoerciYe uoon t.lte Stat11 but .:ill 

obTl.oua~ be attractiYe to th.,; (c ) it rlll diminate the 

neceoeity ~or oeparate State •4ciniotration end dual eetl\te 

tax coapliance; (d) it ttill not necooeitnte no~ State le.:;ia­

l&Uon ei ther i n the .. tate or t;ift tr.xaUon, lro1t rather, rlll 

:produce the SJ'M\181 repeal of ex1et1n.; le.:;ialation; (e) 1t 

will contribute to the aolution o! the oroblec of State Juris­

diction O'ith res1>ect to death tax&tion;.(f) it ~ill oroTl.de for 

a gradual s1~11fieation o! the federal eotate tax otru.cture 

itself by gradually e l1111nat1ng the uae ot the 1926 rate sched­

ule; and ~inal~, (g) 1t o-111 enh&Dce general acceptabllit:r or 
the otru.ctural reTl.oiou or tho eetate M4 gUt tcxea thec­

aelYeo b7 proTl.dins for the craduel el1Dine.tion o! State taxH 

u,on the eame tax baaee. 

lJ. FrOID point o~ Tl.ew of the Federal Govencent, the 

dhadftlltage o~ the :propoeal Uee in the f~~et tht.t it rlll 

teJ'Ye to trADofer same reYenue to the Stateo which otherwiee 

could be r etained ~or J'ederal 'OUZ'OOteo. f hia, howner, h no 

real dh&d'l'lllltage becauae the p r .,Posed etru.ctural reT1a1ono 

of the eotato aDd gi~t tez will more the.n proTide r..tficioot 

roYenue to brldce the ditfereoce botr.een tho amounto which 

r.ould h&YO to be diYorted to the Stateo uod the .,OUDt o~ the 

credit a n ow allowed for taxee paid to Ste.teo. 
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14. 1be pro;>:>aed clerleo wUl be acceptable to tho 
Staho b-• 1t rill obna•• tho aecoooH:r for ~ ~ 
ainiotraUoa f'A4 4ual. ~ro 1 c~lluco at tho -
tlao that lt ollaiaatoo lnterotato o~etltloa ~ lnoreaooo 
llt&h tranafor tu: r ... ...,.. • • 

15. )'lua].l;y, too ..ell .-phalli CIIAIIOt be :placo4 'IJ!IOII 
tho DICI111t7 of Mld~~,g a otart in tho 4lrecUoo of :ro4on1- I 

State tu: eoor41Datloo. Death tu:oo a!!or a &"004 otanlac 
:polAt. ;p&rtlc:ul&rl;y beeau.oo a! \bolr wl4e uao ao OCIV'CII of 
State ........,.. 'tNt :prbaril;y 'boci!Wio thq :prooeat u O!IPOrtult;y 
for edd!ac Rllotaatl&ll:r to lltah r..,..,... wlthov.t corroll)OD4· 
lAc looo a! :ro4oral rniDUI . 1be rowltlAG po4 will h cor• 
talA to oootrilnl.h U.:.I&IIU'abl;y to \be ooluUoo a! :ro4eral­
Stato conflict ln other flol4e of tu:atlon. 
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TREASURY DEPARTMENT 

INTO OI'PIC:. COIIIMUHtc:AftON 

""" 

.. llr,Jia«111 

lh&bJoctt !AX UYISIOII S!UDIIS, 1937 - J:S'l.U'.E .&liD G~ t.u:ra 

.t.. Introduction 

A e~ of tho loderal .. tate tax and ita comp&Dion, the clft tax, 

baa bee~. u a r .. ult of which thoro are presented horeir. aneral 

euc:patlone f or blproTeaent, Socte are duirable in the interest of 

equl t7 and others are alSJ11ticant froe the point of rlow of geater 

productiTitJ, !be roccamendod rerlsions fall into throe catocoriosa 

(a) otruetur&l rerlsion of the lederal estate tax: (b) coordination of 

the lederal .. tate tax and the lederal 111ft tax free the point of rlou 

of abcc1Dc their separate and eollocUn ef!octhenoaa; and (c) co­

ordination of the lederal estate and c1f't taxes with State daath and 

111ft taxes, with a rlew to oltmin&tiJil: tax collf'lie t, "'!!iii'o throe eat­

o&<>r1es of rerlaiona , thou&ll illtorrol&ted, will be diacuued aepuatol;y 

i n tho order indicated. 

I, Lo£iel&tiTo hiator;y 

!be estate tax baa bea a conUnoua e1•ent i n tho ledoral tax 

SJ&t«> oinca hpt.ber 9 , 1916, 'lhan tho first hdoral estate tax (fl. 

t1o II, a..eGUe Act of 1916) wont into oper&t~on under preaauro of' war 

finance. PJ'lor to 1916 d&&th taxea appeared onl.l' intel'llltt&ntl;y in 

the laderal tax qatea, u.ual~ in the f'ol'll of lnheri tanco rr.thor tho.n 

eo tat• taxes , S1£!llticant~, a0110 of theoe ear1lor death taxes &lao 

owed their «Kiatenco to the ox1tenciea of ware , 

Since lte 8Aoption in 1916, the r&toe of tho :rederal estate tax 

hnn bean ch&npcl &icM times ('!al>le I), In the 1926 Act tho r&tee 

nro reduced, 1e&'finc a rete ech.dnle r&ll£1n« free 1 percent on the 

firet t5Q,OOO to 20 percent on tbe part of the net oetate in excoae of 

$10,000,000, !hie Act continun in force tod&J but is euppleaonted b;y 

an addUion&l leTT preecribed bJ fitlo II of the llOTO!lU Act of 1935,• 

with a rate etructuro rancln«· fr<a 2 percent on tho first $10,000 to 

0 orcent OR tho art of the net eotato in excoea of 0 000 000 

tuallJ, ta effoc tiTeneae ia confined to the calculation of the 

-t ot cr.Ut for death taxu pe.id to Stat .. &110'Ab1o ~inat 

tho 1935 hder&l ootate tax, 
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'lbo citt tax ,., f irat aAaCtad 1a 1924 for the priacipal parpo .. 
of p re...,.t11114 naaioa of tloo •state tax ~ tloo .U:ac of later 

•hoe c1fta . 'ftUa tax ••• ~e1a4 two ,-.aro later, aa a re..,_t of 
concerted oppoo1t1on 'tr.r tile .... re1 Stat••· It waa anaotad _.. 1a 
1932 wi th ratea at abOII.t 75 peroeat of tho .. o! the exhtlD« .. tate 
tax 1111d with llP"&rd cllaace• 1a til• rate atro.cture M4e lA 1934 1111d 
1935, bas rema1M4 1a force to data. 

2. ........ oip1t1canca 

])).r1ag t he fiacal ,-.ar 1936 the Jedare1 aotnte tax 7ieldad 
$219,000,000 a~~d the c1ft tu .,. adcl.itione1 $16o,ooo ,ooo. Jor the 

current fhce1 ,-.ar the 71114 trc. the .. • o tuea h aot~ta4 at 
$249,000,000 &lid $25,000,000 rlll"ctinl7 (fable 2). $l.nce ito enact­

Mnt 1lt 1916, tloo a a tate tax, toptloor w1 tll the c1ft tu, bAn .J>%'0-
4>&<:ad 8;J!>ro:daate17 $2, 100,000,000. BeeinnlD« with a aodaot $6 ,000,000 
in 1917, tile 7ield of the aotate tax bad iacrea .. d to $154,000,000 b7 
1921, lilt d&oliaed tllareattar, reachinc the low point 1a 1933 with a 
7ield of onl7 $34,000 ,000. 'lbo d&cliaa 1a Jed&ral eatata tax ranaua 
which becaaa part1calarl7 OOntiPiCW>Ua after 1924, waa cllle (1) to the 
operation of the credit~ dnice for tuea paid to Statea, (2) to the 
iucraaoe 111 a:uoo:ptloD.s and dacrea .. 1a ratea, &lid (3) to the dlcliaa 1a 

.. curitT ond other propert7 .Uuaa. Part17 becom." of anact8811t of in~ 
craaaed rat .. &lid partl7 be com" of rhiac propert:r .Uue a, the ne1d 
fro• th~~ tu bae been on the upward .,.inc. 

'lhe .. oollactiona, ann wloon added to the $100,000,000 collected. 
e.nnu..ll7 by State tpnrnaanta, ooapri .. a relat inlJ ..al.l proportion 

of total tAx and ca.atoaa ran,... ra1ee4 1ft the Olllted. Stat••· It will 
be oeen !rom the table 'IM'low that de&tll tuea paere1l7 are aore aip1t~ 
ic1111t lA the renaa.e at:ruetura of the other Stateo, •IIP•oie1l:r non~ 
Jedlral Stateo, th&ll 1D. that o! the 1Jil1 tad. Stateo. 

Jolprold.aate proportion of tote1 ranaueo derind fro• 
daatll tuaa 1D. certain (aa1D.17 fad&re1) otat .. 

A.uotralia 
Cllll&da 
Great Br1ta111 
, ... Zee1&D.d 

Stat• 

lJill.on of S>G th .t.triea 
1Jil1 tad Stateo 

Percent 

~ 
3 
7 

10 
5 
2 

:JN.ree: Inte rotate Cowohsion on Con111et111g '!'ll:at.tion, 
1935 Progre 11 Beport. 
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tiM lollll: of tiM r.4aral r•••llllAI froo au Statea h not of neo .. altT 
po&:l'IIPh1Cal 4har1a11laUon alllce 1 t h ,.. eol •lT to the fact that 
tha .. Stat" olala aa r .. i4ente the wealthl"t people of the -try 
wtloae f ortullea IIH bodlt, DDt upon a local bath bolt upon a D.&tlon-w14e 
foaad&tion, lo&loallr call ing for taxation on a national baaia; tbat 
the lapoaltloll of J'e4eral death anu .. h CJ'adnallT acqo..irin.t a pe..­
nent cllarachr, """partlcnlarlT rttal alllce the J'e4eral Oofti'D.Milt h 
ill DD poal tlon to ab&lld.on eou.rcea of Uftlllla c 4 eboul4 at all ,.,...h 
retalll 1110h a4a11llatrathe aacbi:oery ao4 e:~perlence aa bna been acqul.re4 • 

.lti48 fro11 tbe oontronralal hiNAI of J'e4eral-State prioritl" ln 
the fiel4 of 4eath taxation, the oaae f or the J'e4eral eetate tax 4ari••• 
a4aquate eoonoaio Mrlt from i te cbaracterlatlce aa a 4lrect tax. SOUil4 
flaoal practice requ.lrea tbat i~>aofar aa feaaible, c 4 barrln& lapoata 
for reiPJ.atory parpo .. a or for the benefit of epeclal c;roupa, the tax 
bllr4an be 4letribute4 ill accordance with the abilitT to ~principle. 
'Ddt re~nt of progeuiftl>loo i .l> tazatlcn can be tuUille4 onq b7 
a 4lrect tax for in all other caau the bur4en ultla&t•lT falla upon 16-
4lrtdaah other than tho .. Who ~ it in the firet lnat....ce, rel>4ar1At; 
i ta 41atribut1on in accor4aoce with pre oonceift4 atandar4a o! abilitT to 
paT a rtrtaal 18poaaibi1itT. 

1'bt aboft atat.,..nte, together with the open adaiuion of State 
tax adainhtratore that chana would ralllllt in Stat• 4aatb taxation froa 
the aballdollll81lt of the fie14 liT the J'e4aral Oonruent, .... a4aquate to 
eatab1isb the propriet7 of J'ederal 4aatb <hltlea . 

B. Stnaqtarel Iflrlpopa ot the Z14fra} letatt "H 

1. Tarioua J:atate fax .._.,tloAS 

l. Speclfio e~tlona 

'ftle 1932 J'e4aral ~.etate tax, aa -D.4ad· in 1935, prort4aa for a 
epaoific unption of ~.ooo. lll the 4aca4a prace4ln' 1926 the epa­
olfio a:nmptlon ba4 been ocnahtelltl.T $5(),000. lll 1926, partl.T aa a OOD­
oeaalon to tboaa wtlo 4allall4a4 the J'e4aral Ooftr,..ntta w1th4r•al froa 
the daath tax t1al4, the uoaption bad been lllcreaa•4 to $1.00,000. U 
1""-!ned at tbat 1anl 'IIDtll 1932 ..U11 lt waa ap1.D. redaoed to $50,000, 
colT to be lolriiH4 the followiJI« TMr to $)10,000. 

,..,_ .. of the relatiftl.T hl&b -cn1t'G4a of the epeclfic unptlona, 
4Mth tazaUon 1a 11aite4 to co~atlftlT fw larce "tatae c4 the ef­
f actln rata of taxatio11 upon eatat" h redaoe4 to a ftry l ow laftl. 
aoea io4ioation of the 4 .. tl'\lct•n affe ote of bleb epecific ell:lhptlOIIa 
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upo11 .. tate tu .... ,... - be &).-d troa Table 3· OU.t o! lppl'O,._ 
iaat•l-7 1,100,000 adult deatha IAIIIlall:r, hderal tuea wre paid oa 
8,655 eatatee in 1935; 5,104 in 193~; 6,364 in 1931; 7.~8 in 1930 aa4 
10,6~ in 1925; at beat , one retun> per oDe l:mn4Nd adult 4eatha. IA 
.All.atrali& clllri~~g 1931 l!()pro:r::iaatel-7 47,000 adult deatha prodllced 8,000 
taxable returna. In Great Britain eo-e 475,000 adult 4eatha pl'Odlloe 
&llDUAlly approx1-at•17 150,000 taxable death tax retun>e. 

Btco9>ition ehoul4 alii' be t;inD to the tact that the eu~~ptione 
pl'Ovided in the taz l&lra o! the J.aertcan States are pnerall-7 1Nll lie­
low tl» hderal eDIIJ)tion, time pro1'141n« a potent field tor iate~ 
atate ftriation aDA illteratate CO!Ipet1Uon. 'lhl.le the e:~~~~~ptioae at­
forded 1>:r the State death tu 1•• C&llllOt be pl..,.d on a OOI!()&rable 
bub beCClae o! the uae of both illhert t&llO& aa4 eatate tax to .. , a1e­
Dit1C&Dt co~~paral>111t7 C&ll be obt&iMd 1>:r rel&tillg the e:u.ptioaa pro-
1'14ed in the .. tata tu 1•• to tho" attord.M a repreaentatin t•il-7 
(aa~ to conalat of a tur'f'iving wife, a •il:lor child ad a adW.t 
child) 1>:r the illharit&llCe t.u l&lra. Thia COI!()&rbCil 1a preaented in 
'!'able 4. It will be obaened that 1n llinet"" o! the fortr-aeftll 
Statea, opect!tc ex.-pttona permitted .-ount to leaa tha $25,000; in 
fourteen, the7 re.Dt;e between $25,000 and $50,000; 1n three \letween 
$50,000 and $75.000; and in olll:r ..... D are the:r in e:o:oe .. ot $75,000. 
'l'ha remainiDt; tour Statea at!ord a:rnptiona r&llgillg !roa $100 to 
$30,000 which, howenr, are not continuoua ill character bl>t di&intah 
or Y&lliah with the tncreaae o! the taxable e etate abo.,. the UOUilt of 
the e:n~~ptton. 

'l'haee, in part , are the ooneideratiou reoponatble tor tl» oc.,.. 
""au. that a redllctto11 o! the alae o! the opecl!lc e:rnpt101lo would 
be d .. irable. Sw:h a reduction, ao alread:r liiJ)lied, 1a 1app0rted 1>:r 
a DWiber of &rS\lS8ntaz It would illcreaee the :rield of the .. tate tax; 
it would illcrea" the ettecu.,.,..,. ot the eetate tu rat• echaaa.le; 
it would. elaillate part of the exhtill« interatate 'Oal'iation; it would 
be u nteua1on ot tl» principle of ab11U.:r to Pill' in death taxation; 
aa4 f~, i t would bri.Jl& the hderal' .. tat• tax illto clo"r ooa.­
for.tt:r with that ot foretp OOW1tr1 ... 

lllrther ~rt tor a lower •DIIption -.::r be fbWI4 in the fact 
that the opecitlc e"""'PUone &!forded b7 otl»r COUiltri•• are ooaopio­
uoueJ.¥ leas than the $110,000 exacoption per.ltted 1>:r the J'eUral t.r. 
In Table 5 the opectftc exel!()tiOila pl'01'14ed in the death tax t.ra of 
aneral foreign COW>trtee are preeented on a OCI!()&r&ble baob. In 
the caoe of thoae OOillltrteo which u" illheritaoe tuea, the exe~~pUon 
ohown 1s that atfordod the ......,1T1Dg opon... It ehould \Ia DOted that 
in oo~~parleon to the $40,000 •DI!PtiOD prodded 1>:r the hderal .&ct, tl» 
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e:~~nptioq pZ"OriW 117 all torelcll couatrioa otur thaD .&wltralia, 
Geru~~T ellA On"''•• -t to leas thaD $2,000. Ia the ouo ot tba 
c-... alth ot .Australia the o~tloa 1a 1.1,000, or $4,000. Clt'eat 
llrltalll allows oalT .,. oa.ptioa ot lolOO. 'l!loao peralttod 117 the taz 
~. ot Calla4a rup tro. $1,000 to $25,000. 

In oppoo1t1oA to a r~tloll ot tu n•::-tton, 1t. h t~nt~ 
urcod that lllch cUallllltloa ot the ~oitlc o:a.pt1oa would illorea .. 
41tticult1oo ot ada111.1atrat1on and wCIIlld llltortore With t~ 1o41ric!Dal 1o 
ri&bto to prori4a hh ulro with a 4acont otell4ard ot ll'fiAC. 

'!be propoa4aruoa ot the argaMat eppoaro to bl 1ll taTOr ot a ro­
c!ll.ot1oa ill tho oho ot tho ~~p~oltlc IZI"Ptlon. !!w proche oxtollt ot 
tl!at roc!ll.otion, ~owr, h llllltJoct to collJoctnro. Sllloa tho prlllclplo 
of craatlac ea.ptloao -too trca tho clooalro to pron4a tor tho 41-
p411dento of the 4aoa4aat, 1t has blea _,..etod that tu o:a.ptlon 'bl 
that -t which 1! ill'rlotld, wov.ld yield the _..t ot lllcoM which 
it h 4aa1red to l:lllnpt troa llloo• tuation.• A 5 por-t illwotMat 
ot $20,000, tor illat&oa, wOilld 71lld $1,000 UIIU&l~, or 1111. -t 
equal to the rolatift~ h1cb exl"'!tioa atfor4ad a •l.Dcl• ill41ric!ll.al 
'lllldlr tba 1'141ral laooM taz. llhlther thia bl ... acooptablo b&eh tor 
4atora11l1Jic the also ot tba ooto,• taz n:nption or 110t (ellA there h 
...,h that ...,. bl said 1a cr1t1ct• ot it), the $20,000 ti&I:U'O h 110t 
llllrl&-.blo. A rec!ll.otloa to $25,000 wu actual~ approftd 'b7 tu 
lrllv.oe aa earl7 ao 1917. Yalre4t 1ll his collf14aat1al report to the Secre­
t&rT, entitled "'!be J'a4aral lotato aad the J'a4aral Gift Tazao, • reco.,_ 
"""484 a roc!Dct1oa to $30,000. 

A rednction of the eatato taz ~t1on below $20,000 bao little 1a 
ito faTOr. '!he dlaire to bequeath a pbot1111.t1al tu-freo t'llll4 to one'• 
helro 1a too 4aep~ eatrlllchod ill .Aioeric&ll eocial 1111d eeonoMe coneopta 
to be ro.4il7 41alodpd.. JllrthetW>re, the acco~~p8D711l& adaiahtrati'rl 
t .. illTOhwd 1ll the geat~ illoroalld -ber ot tu roturno wov.ld bl 
41oproport1onate~ ooat17. :rlllal~, the ol1MA&tion of the ill8UrllllCI 
ezemption roco-a4ad Oil pacw 14 below together w1 th . tho propoald re­
c!ll.otlon of the opeeitic oumptlon repre .. ate u otf19ti'rl ozecpt1oa 
recluction to oao-tov.rth of ito preoeat lo'rll. lor theae reaoona 1t 1a 
recolll!lllldld that the oatato taz oumpt101l be recluced to $2(),000. 

• Orig11lol.17 ~ated 'b7 sq 1a ITOlut1oa ot Ip4petr1al 9QeittJ• p. 294, 
aad aoro recent~ ooaa14ared 'b7 the lllterotate c.-hoioa Oil Contlict­
illg 'lUatiOD (See ito 1935 Procroaa loport), 
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2. :t:r.119Uona T&JTi"C ill acoordallce 11'1 th Dllltber of 
be~~e!iciariee, aDd tMir relationab.ip to the d.e­
eedeDt. 

!he lederal estate tax recopl.see Deither tO. maber of bene­
!ietarlee DOr t he relationab.ip o! aaid. b&Deticiariee to t he deeed&Dt 
ill t he COII!'\ltatlon o! the tax INrdell. Some student. of the v roi>leD 
eoneid.er thi e a eeriowo d.et1e1enC)· which abould be eo::-recto.S.: 'l'heir 
grievence orls1ne.teo with t he contention tint t ao apoci!ic exe:JPtiOu. 
p rovided by death tax l e.ws are d.eoil:lled to protect those who were de­
pendente o! t he decedent prior to hie liae.th. In tho gniae of thie 
r~.aoniDC, tbo\lih actuall y in the hope of redncill8 tax l1ab111ty, ther!. 
he• deTeloped fro• tiDe t o ti.me p raa.ure !or convertin& the pre ient ea­
tafe te.x t o t he inheritenee tax t TP• of le~. 

Others ha'fe ~JUgGe&ted thet the led.eral estate tax be auppl....,.t·ed 
by en illherl tance tax ill the ......,.r at presan t .-ployecl ill a nwober of 
foreip countriea """ one or t"" of our own Statu. Great llrl tain, 
!or inatene e, ia:>Otee i n &441 Uon to t he eatate tax a hpcy duty on 
peraone.l property and a ouecouion duty on ro&l e s tate. lloth of theoo 
are gre4uated but t he degree o! graduation ia based on eonae.neu1n1ty 
and not on t oe aize of each benafie1ar,r'a ebe.re. ~ eimilar aituation 
prava1la in Jre.nco, in O.rmany, and aoDe or t ho Canadian and ~uatralian 
proviacea. Ia the caao o! the Americen Statea , Orogoa Md llhode Ial&Dd 
auppla~t t heir inOerit&JlCo taxee 11'1th eotate leTiOI• 

I a b.ie .. uage to Con;;reu, c14ted June 19, 1935, the P reo14ent 
5aid, iD J)&l'tr 

• I recoaueDd • • • that in a44it1oD t~ the nr ataAt ••tate 
t e.x t here ebould be lerted an inherl t ence, wccei eioa and lec­
&C7 tax in r eapect to all Tart lare:o &DOUDta racehed by aa:r 
one lesatoo or bena!iciary. 1 

Followinc the Pr eeideat ' e recommendation, the House actuolly paeaed 
jl.ll. 8794 wb.ich p ro Tided for en iDher1 te.nce t ax a t rc.taa prograaei"C 
!rom 4 percent !or the !1rat $10 , 000 to 75 perceat !or ehareo OTer 
$10 ,000,000 , ia exceao of a $5(1, 000 e:rai!J!ltiOD to wpouae end Deer rel..,. 
Una end $10 , 000 exe01pt1011 !or all othera. When t M bill reacMd the 
Sane.te , bowaTar , tile .l.dJWrletratioD aDd Bouse propoaal wu reJected 
and i n ito place a tllrther "!'ward rerllioo of the eatate tax wubat1-
tuted. 
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'11 thw\ enhrlnt; here 1>pOil a de\&Ued cUocuadOD ot the rele.­

tlYe merlto ot eotate ~d 1Dherlt~oo tezeo, 1\ i o eucseotod thot 
\ho uae of \ he lDhori\~c• tez either ao a .ubo\ituto for or ao & 
8U!>J>l•e~>t to \he ea\ate tez, would at ]>rooe~>t bo 'QIIdooir&ble. 
Inherl tuce tezoa, to be .ure, are acre oqu1 table but that addi­
tlca&l oquitT lo ot & r&\her flu order . It oqu!t)- lo dollrod, the 
estate tez iholt otfon IIUilorOill OJ>llOrt=iUoo 11bJ.ch lhOilld be 
crolorod tlnt. J\u'theraore, the eo\&to tez lo oaolor to &dailliater. 
To quote the Joi.Jot c...tttoo oc I~>te.,..l llnODUO with r .. poct to the 
eatata tax: 

"(It) elllobaho tho .,.ceaaity tor cond4&r1~~& tho muy 
compUcatod prcbl•• which &rho in c01111ectlon w1 th the con­
a tructlon of rille and \ruo\a , the applica\ioa of p rcb&te l&we, 
ud the dohnabatloa ot the rlel>\a of tho J>&rticular lepteeo. 
!heae probl- would be eap ocl&ll;r 4U't1cult in the caoe of tho 
loderal GoYOrna.,t, ao tho repl&t0J7 coatrcl OYer the paoaln& 
ot property at death 11 rooorTed to the State• aDd there lo & 
&ro&t dinrpace 1ft tho nrl0111 State 1&11'1 . • 

It wu l&rpl;r ito oaoe ct 114al.A11tratloc that p1De4 the ee\&h tez 

the eu~ort of t h e Baticnal ahaaber of Co.aerce &Dd the Natloe&l !ax 
J.aacciatlon. J\u'\henaore, in order to )'1e14 \he oue renDuo ao .., 
eo\&te tez, the raha appUc&ble to 411tr1buti'Yo ah&roa u..der a &r&d­
U&ted aya t11111 of lDhe rltance tez&tloa would haYe to be eubat&Dtl&ll;r 
hiel>er thu thoae required by en aatate tez in all c&aea &nd confla­
c&tC17 ln c\han. 

lloweYer, required r eco¢ tloo of the llUIIber of beDeflciarlea &nd 
t heir relatlonlhiJ> to the -lecede~>t ued not neceoa&ril;r llopl;r the uae 
ot ~ iDherHance tez. !he ..... objecthe could be obt&iDed by prc-.14-
lnc thot t ype of an exapt1011 ln the eatate tez. !l.lo 11 a J>rccedun 
now aplo7ed 1n the Borth llakc\& &D4 ..... Ycr:.O eata\e ,... .... , aDd 1o coo 
wbich lo frequctl;r uaed 1n foro liD countrloa, J>&rtlcularl;r ln Bn 
Za&land &nd 1n acme Canadi~ &Dd .l,..tr&llan atatea . In the ..... Tcrk 
law, for 1natance, a IUZTlnnt; opouao lo allowed a $20,000 ex-'J)tloa, 
~d each of tho Uneal doocen~te or aocc~ta &re 1>eraitted an ad­
ell tioul ue~~ptloo of $5,000. .lll of thoae IIUOt, howrrer, be taken 
troa the tlrat bracket and therefore c&DDot exceed $15(),000. In tho 
North DeJect& law, the reopecti'Yo exeaptloaa &re $20,000 f or aUl"rlrln« 
opouae, $5 ,000 t o DiDor deocan~ta, and $2 ,000 t o adult doacon~ta 
or aacend.Mta. 

It cu bo reedll;r oeOD that ex.-ptlODO J>rorlded b thia ~~BADer 
cCJU14 exceed I.Jo the &«D"ocato tho $20,000 total exapUon rocoa:>llllded 
&bon. To CU&r4 -'Dat thia CODUnp~>.cy, and t o !oreat&ll J>OISible 
tax oftOlCD by apr...s.int; locaclee wtdel;r - ••bora of the full)', 
the aboYe arranc-.,t could be coob1ned with a U:alt of $20,000 upon 
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U.. w 1ph a>~~~pUoa a11oon4 apJ.aat ~~~q •l..acl• .. tate . It tba ar­

e.pUoae -ra 11a1te4 to cntnac opooa .. &4 aaor cll1lclrn ot the 

4aee4eat, U.. .,. .. ,,u, tor U.. ••z1WI• 11111\ ~4 110t lie abeoluhl:r 

eooantlal, lie- of tbe ralat1Yil:r .-11 elsa of tba Jaarloea fuil:r. 

ProoM41IIc fro. tha ph11oeop~ that 11p1Cit1c u.ptlODI .... l.A-

t l .... 4 to protect U.. 6toa4aatte Us>-claAh, 1t baa lleaA 1QG"ate4 that 

epKitio ft11011>Uou 110t oeJ.:r reoopba the relatloaab1p of U.. -!1-
c!.ar:r to the claoe6tat, 'IIOilt . tha\ t.be:r raoopls• the Uta ~ctuo:r of 

tba 'bcatlolar:r. !be p1• wu tl..ret propoeed b:r S111aoA X.elllll4• u4 1a 

a:oplored 111 clatail _, 'falnd.t 111 hie -rtc!aaUal report Oil claath u4 

cUt taslee, c it-.! ...,ra. .b a ooroll&.r)' to ihi• pr1Dolp1e, it baa ,. ... 

.ac&"ah4 that tba e&M tor u a>~~~pUoa &ttorcla4 a cll1l4 41eow•ar• 
wball U.. cll1l4 llaooMa of ~. •4 tharetore, that tba --.piloa ~4 

be .U to ....., 11rnr .. 1:r dtb the ~ of tbot oh114, belll& •z1r• 1ll 

tba - ot -l:r-bol'll bu .. u4 41~&r1Jlc ... urel :r 1ll u.. - ot 

oh114rn 21 :rear• old. - U.. - iobA, 1ll tha - of cbUdreA wt>o 
.... -tall:r or ~aicall:r lllo.paoltat-.1 troe nw ean111c a 11rtac, 
t he a>~~~ptlOA attorclad ~4 be larp •DOOa&b to 71114 a rea-ble .,._ 

ml.&l 1llcOM <lllrlllc tha Ute ~ot&Ao:r of tbot oh114- ..,~ to Mkl 1t 

....... _,...,.tor U.. to blOOM :Plbllo Clbarpe. 

!bet the arr..,..•t claocrlbM aboft, 1Jl"fOl'fiiiC U.. reoopltloll 

of the aa.blr of b ... t1clar1•• u4 thllr r.lat1oAah1p to the 41oe4ant 

lD clahrallll~~g tbot -t of tha ..,eoltlo ....,tloll wwl4 be claolrabll, 

1a probabl:r tr~~e. lnerthal .. o, be-" cch a reYieloa WOI114 11l-.o1YI 

a ret~t of a t llllr orclar thall that -~t• wltb U.• ooclotill& 

teatureo ot tha eatate tar, ao - u ao with U.. erhtlll& t eatv.ree ot 

..,.. tar qet• ae a Whole, u4 ,._ 1h oparatloA woo.l4 11lft1YI a 

.,re cmoberao- adii1Alotrat1ft talk, 1h l&)ptloA at pre-t 11 110t 

a.-4 claelrabla. 

. 
_. $110,000 opaoltlc ~tloA prcY1414 b:r tha preo&At .. tate 

tar. U.. l'ldu.ctloA at wh.loh 11 urpd aboYI, 1o a ccDatut 1:11111pt10Jl; 

1~ ia, 1ll other warda, 'llll&ttect-.1 b:r U.. aha ot the 11tata &4 1o a... 
4aota4 hoa the total .. tate before clataralllillf; lllt tarabla '!'able, 110 

•t\er bow larp the eo tate. 

!be ccaetut or -t~ t ora ot opecitlc e~UoA 1a ooaoD, 

DOt olll:r -IIC tha .taer1- State a (!able 6) , 'IIOilt alao 111 - torelca 

-tr1••· I\ 1o I!Dlm4 liz U.. ec-oan.!th ot tp•tralla !!" liT 
• 'r'llZilUOIIl 1ll J: ... toacq, P· 115. 
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-ral CaMUu a4 a.trali• a\a~a . lh popilarUT DOtwUbatall&­

iJIC, tbh ton ot O.DIIpUOa bu Ut\:U to ro •• 1t otbor tba .~ 

pllcU;r. .U alJ'M4T aotoc!., a epocitlc O.DIIpUoa caa priur~ 'bo ,Jilo­

t1tioc!. oa tbo cr-4 of tbo d.epo~ of tbo 'boaef1c1ar;r 'llpOD tile c!.e­

~at. Bappl-tar;r .apport ~ aleo bo fCIIUid for it 1a tbo ebllltT 

to pa:r prtacip:U. n-, ~r. tbo eiu of tbo .. \&to -c!.e tbo 
_, requirec!. for tbo .apport of tbo 'boaef1o1ar;r, tile aoec!. for aac!. 

,JileUfioaUoa of tM tpeoiflo ~Uoa cU..-are. 

1'1ro alton~ath'•a llaT 'bo -aea~c!. for tho root1f1cation of tbh 

waabaea of -•tant O.DIIpUoaa. 0.. of tbo .. h tile eo ce'loc!. ,a-
cUUonal Uoa. la tbh ton of u o~Uoe, an oatato h ua-

ta>otc!. u loac u it doea DOt _,t to aoro t han tbo -t of tbo oz­

npUoo. 'lhaD, lla-oftr , tbo ftluo ot tbo oetato c.oeoc!.t tho -t of 

t he o-.ptloll, tbo ont1ro .. \&to h tUlle!.. llaz7laa4 uc!. Maoeacllll .. tte 

aac!. to a l1altec!. .not I" ler .. :r Altatb tu t.a e.plc:r thh feature 

at pro-t. la ita -uat f onoe, thia Ql)o of O.DIIptioe f.Ua to 

prortc!.e tor a poadD.al tranaitloa troa llOiltuable to tUieblo .. \&toe anc!. 

tllerotore tonc!.a to work 1A,Jilat1ca. b. a, 1D MilT -a. an ac!.di Uon ot 
$1 1D n:coa• of tl» ou.pUon to tbo ftluo of the .. \&to lacreuu tu 

lieblli t:r bT a Mll>atantlal -· la tbo - of the eo..omroal th of 
Juatralla, for 1Datanoe, ., oatato DOt ozoe~ I. 1,000 1D ftlu h 

wholl;r 0:110~t, bolt an oetato of I. 1,001 h o!ntiab1o 1D fUll at tile llp­

proprlato rato, ,_l;r, 1 poroeot. !o C[QDt• tile ID;ra1 ao-haion, 
1 '1'ho cUtferenco ill ftluaUon of I. 1 ill theao oaaaa IUII<oa all the cUffor­

oDOo 'botwoon total a.pt1on aac!. total o!nt1eb11it;r.a 'l'hh cUtficult:r of 

the oonc!.1t1onal o~t1oa ~ bo oftroc• bT tile eo ·aUec!. atop qetoa, 

which prortc!.ea thet -ro .. tatoa 110t uoooUns fi:lltc!. -t are oxa~t 

troa o!ntT, tbo ant;r ~- on eatAtoa oxoeecliJIC --.ch -t• ahoW.c!. 
not bo &:N&t•r tban tba oxo .. o of tbo oatato Oftr thet ta,Oilllt. 'l'hh h 

tho pr1Dnip1o o.plc;roc!. 111 the llrit1eh iDeo• aac1 .. tato tUlle. 

J. tbooroUcallT aero aooopt ab1o altol'D&t1ft h tbo ao a l1 oc!. ...,... 

1eh1D& o:110~~pt1on which prortc!.oo tor a ~ dia1Dilt1oa ot tile tpeoi.fio 

oxa~Uon ao tho abe of tbo ootato 1aoroaooe. Lot 1t 'bo aa-c!. that 

tM tpeoitic OXO!Ipt1on h t2<),000. llllldor tile ....Uahillt: a.pt1oa pr1n­

ciplo, oatatoa _.tiJIC to 1o .. tban $2(),000 WOQlc!. bo .... ~ bolt lt 

tl» Mt ft1u omMc!.a $20,000, tM OXO!Ipt1oa ~c!. cUaialala la aooc.,. 

with a proaOTibec!. aoalo , uat11 1t raaohec!. tbo ....UehiaC poillt. lf, for 

axuplo , tho o..-pUon c!.iainiehoa $1 for oTtr;r $1 bT whiall tho ftlu of 

the oa\ato oxoeoc!.t $20,000, than 1t tho total ftlu waro t2l,OOO, tM 

o.DIIptloa WOI&lc!. bo $19,000 •4 tbo tUieb1o -t t2,000; bolt lt tbo 

ftlu wra ti!O,ooo (which i a tbot - woal4 bo tile ftlliehiaC polat) 

t he Wbolo -..t ~d bo taxeb1o . 
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Ontoul7, \b.le tor. of aa ._uoa D.N4 aot uo.eMrllT d1JI1Ahh 

dollAr tor dollu, lllr.t .q Jut u -117 ct.ol.iu at a leue:r not.. .A. 
41811JD.Uoa of ou dollAr for e'Yez," two dol~, for UU~ph, tiOQld 
ell-h all e~Uoa at . 6o,OOO; ou for n•ZT four dol~, at 
•100,000. !be 'Y&Dieh!aa ~Uoa, alrMAT aplo~ 1o two ett&te t&z 

l&n (lea~ &1111 l' .. t T1:rcto1&), haa the llll...,.ta«e of atfo:rdioc l'lll>­

ataaUal Jutioa to t.he 'b-tic:i&ZT &1111 at the - u .. atrcu'l..Dc a 
-**l toc:r-e to :ra,._ 'b)' &ltm-ttac t.he au.ptioll atfo..s.d Mdi,_ 
&114 lup..ahe 11toh1 'b7 t.he cout.At axapUoa.. 

Silbt ahould aot 'be loat of tbe fact thet the uae of tbe ...,.11h1nc 
ll<QIItiOil co~pliaatee t.he taalt of t&z CCIIIIPUtat1o11, eapeeiall7 1o 1,.,_ 
et a11011 of def1c111107 aaaeaa..,ta or :rafUDA claiM 011 eet atea aot ill es­

eaaa of t be 'Y&Diahillc potot. Ill collp&l'i1011 With the pl.na 1o equ1t7 1,._ 
berent 1o tbe 'Y&DithiiiC eU~~ptioa hown ... tbeae ada1111atr..t1n d1tf1-
cul.Uee are of aecolllla:r7 aJ.cl11f1C&DCe. It 11 tberefore raeo,...,dad that 
the preoent cout.At .,..,.,uo11 be replaced b7 ou boead Oil tbe ...,.1oh111C 
pr111c1ph &114 tb&t tbe 1UIIpt1011 d11111oieh dollar for dollar aa t he nat 

aet ate exeeeda $20,000, el1a1nat1nc tbe exe.pt1on antirel 7 on eetat11 
a.owatl..Dc t o tlla,ooo or ao:ra. 

4. llai!Mr of tald.ac &1111 -r of prcrtdiac .,..,.,uoa.. 

!be p raaant m.thod of 111elu41ng tbe epac1f1c ·~t1on aa ou of 
tbe dedu.ct1ou to be ..sa frca poooo .. tate 1o order to a:rr1n at tambh 
net .. tate, 1o W>dea1rabla. It 1o UAdee1rabh freD the po i nt of rt• of 
equ1t7 'beoauae the aaapUo11 11 1o tact ~ at tbe nota applicable to 
the hilbae t bnocbot aDd tbu rapr .. ctl an UMqllal tu: reclw:Uon which 
1nc:raaa11 With the ehe of the taa'ble eetate. !he preeent tlla,ooo a. 
eiiJ')Uon r~~p:raeanta an t800 tu: ......_,it to a .50,000 aet ate aa cooparad 

with a $28,000 bcafit to a $50,000,000 eotate, 

tn 1144it1on to ito 1AtqUitabh f•tv .. , t.he praoct ~t 1o 
....Ua1rabla baoauae 1t io'YOhll a looo of :rt'Y-~ It :raaw: .. t.he ..,wat 
of the ut aot a t e 1o t.he top br&CIIt.t that 11 w bJec\ to the h1P..t nota 

of tha prcc:rauha note e~• llppl1callle to a c1'Ya11 eatat .. 

!bet a apec1f1e taiiJ')tion wbleh 11 tA1ta11 !rca t.he h11be1t braclcet 
11 tuqu.1tabl1 11 o'brtoua. It 1hould be noted, bo•1nr, that 1t worlal 
the c:raateet 111,juat1ea 111 thoo1 oaa11 111 which the apac1f1c 1%.a9Uo11 11 

of the eout.At t7P1. It 41-.ppta:rt ent1relT 111 the 0111 o f the co,._ 
d1Uoul euii!)Uon aDd to preelllt 1o the oaae of the 'Y&Diohillc axapUoll 
ol117 1o the net that ao:ra thaa ou note to 11!1!>11cabla to tbe lo•eet 
bnocbote 'be fore the u.pt1o11 'Y&Diahto, 
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l t Sboald be reco~iaed tba~ thie 1D~table feature of opecific 

O:<el!ptiona 1o not confiDed to t~ pre .. nt :r..teral .. tate tax and, 1D 

:tact, h net confiDed to thh p&rtiOII.l&r feature of tho J'edoral tax 

structure. I t 1o p reeont in tba death tu lae of - Statoo and 

11&111 foreign goft~llh and 1e alto p reeont ill tho J'edoral illcoao tax. 

l n the ca11 of State dee.th tazeo, twantT Stateo prorlde tbat tho 

apoci:tic e~tion be dodncted fro. the firet bracket; twenty-one allow 

i t to be taken from ~ laot bracket ; two ~·• ..,lehill$ oxegptiono; 

two , condit lonal oxnptiono; and two othere a combination o:t .. thode 

(Table 6). I n Oor~~&~~T, •~re Cla .. 1 and c1a .. 11 beno:t1c1arleo are 

granted a contilluaua &D11pt1on, ~ exnpti on 1o dednctlblo :troa the 

laot bracket. 

ObYioualy, the difficulty bore preoentod will loao i ta oi~iti­

eance 1t tho &bon recommendation tor YaDiehint; onaptiono 1s adopted. 

I f, howo•or, tho preaont fora of conetant oxo.ptlona ie retailled, the 

ineqult:r reeultillg froa thh dUfiault;r ehaald be r ectified. SO long 

ae tho pr esent bracketed rate atructuro ia retained, thle can be ac­
CC111pl1thed b;r apecUying tbat the exmptlon be taken out of the loweot 

br&clcot. '!he propooal inYOheo nc now p rillc l ple. AI alread;r obaorn<l, 

it 1o incorporate d ill tho death t ax l awa of alaoat hal! of the Stotea . 

lf, bowo.,.r. the exiat illg rate otructure 1o replaced by one en 

tho to~all ty plan ae roc<'uonded on page 21 below, then the illequity can 

be reaond onl7 by provi~ tho oX~~:~ptlon ill t oraa of tax credit rat~r 

than ill &D SIIOUDt dedllctlble fro• tho toxa}>lo ba.e. UDcl&r thio arre.n&e­

aont t~ tax li&b111ty 1o co10p1ted after deductions ba.t before exmptlons, 

and f rom tho tu l1abll1 ty CO!Ipltod ill that manner there 1o clednotod the 

tax ex1111ption . Thie 1a a procednre which baa been followed in connec­

tion with oer taill State illccae tueo (uhona, Iowa, SOuth Dakota , 1r1c­

eono1n) , nn<l u;r n ll bo adopted 1D connection d th tho e otat e tax. It 

baa the &d•antago of proYidillg a unUora tax benefit to ootatea 1rreape e­

t1Ye of alae but , of conroe , <loeo not incorporate t he principle of •an-

I ehint; exe111pt1on. ThAI two could be coabilled, but that poaa1bll1 ty Ia 

here nc tnrther ezplorod e1Dce t~ Y&DiahinS oxeapt lon dlecuat ocl above 

1s 100r1 cledrablo. An exeaption prorldecl in torao of tax credit Ia 

J>"7Cholot:1cally undeolrabl o 1D tbat It oeoaa aaallor to t ho tupayer 

than one clednotlble :troa t he tax boll . 
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..._. ... , Sa tlla wat \bat a totali\7 rate oclla4ulo h a4oph4 1Nt 
t11a epM!t1o ~\loa 1o reWucl ritbcnlt tlla bcorporatlon ot the ,._ 
1oh1Jic o~Uoa priaolple, tlla prooat aotllo4 ot proY141QC 011 a.ptlon 
1n to .... ot a e.ao.cuon tt"Oa tb& taz baoo o,.Pt t o 'be ollalnah4 u4 1n 
1\o plaoo , 011 -.uon 1n te:r~~o ot ta:r cro41t eubaUtuto4. 

5· Inauranco aaapUon 

~r the preoont :ra4oral aatate taz, tho t1rat $40,000 of inou:-­
anco ~la to apacitio4 bonat1ci&1•iaa other than the a:racut or , under 
pol1c1oo tu.n oa.t h7 the 4aoo4ont 1q10n hh OW11 llfo, 1o ta:r oDmpt. 
!bia proTioion waa t1rot 1ntroduca4 1n 1918 an4 baa boon retained o1nco. 
Ih quuUtat1Te taportuco 1o reTaala4 111 Tabla 7• 

lroa the ooclal a tan6po1nt 1t 1o 110 4oubt hlt;hlT 4oo1rabl o that a 
aan prort4o hlo wlto an4 ch114rc with an aoauranco ot a caoh tuzi4" ;>e:~­
ablo at hla 4aath. It do a a not follow, honTer, that aucb a tund ohould 
'be tree troa the aotato tu. It t ho tuD4 h 111 thO fora of a haDic ac­
count, 1t 1o eubJoct t o the aotato tu. It 1t 1o in tho fora ot inou:-­
anca an4 4ooo not o:rc"4 $4o,OOO, 1t 1o taz o:umpt. l'al14 raaaono t or 
t hlo 41ocrlalnaUon ha'ro neTar bean a4Tanco4. II . B. l!w1tor h co!IY1r.c1r..; 
1n 111171111:, 0 !ho J>078011\ ot 1nauranco proal,.• h otton loolce4 IQIOil pr1-
•••r117 u an 111Yoataont, ri th tho pqaont at 4aath ao a return. Thh 1o 
trua to a craator utont w1 th tho oxtr••lT largo pol1c1ao an4 IIQ coo4 
WMP MPMI'' tar ellpwty thtir Ae4nqt1pp.1 (Undereeorln« wppl led. ) lJ 
llr, B. :r. Yalra4t, 111 hlo _.......,. t o the Sacrota17, preT1oUal7 cited, 
pointe out tb&t 0 \ha aain Taluo ot t ho praoont eDmption h that it tuz... 
niohao a aalllnc point to ln.aranco comp&D1ao, whoao agento do not fai l 
t o inform pro-h that thq can craata an utate up to $40,000 by 
tald.nc out lifo ~co an4 not haTo 1t oubJoct t o the Po4oral aatato 
ta:r.• 

!he practice f ollowecl b7 other countrl .. ri th respict t o in.,......ca 
1o Tal'lo4. In tho aaJorl \7 ot caaoo, bowoTar, i........,ca 1o taxabl e in 
tb& - -..- aa other •aoto. O.O..t Jrlta11> allc.,.. no 4l"r1a1r.at o17 
troata.nt in f8ror ot 1~ P'Tablo t o naae4 ~~neticiar1oo: nalthor 
4o .&Datralla, .., Jrunaricll:, .Al'borta, Ontario, or Q!aboc. II&D1 toba, on 
tho o ther han4, allon a a•" aalulon of $10,000 of ln.aranca 1101· 
able t o tho widow ~or two ch114ron UD4or lll.cbtean 7eaJ"& o! c•· ~Ya 
k oUa an4 laolcatohowll allow a ~ aDIIIPtion of $5 ,000 for inou.r­
anco paJablo to Cla .. A bonot1c1ar1oo. 

lJ 0 fllo Inharltanco Ta:r" in .t.lmale ot £ ,£,P.s.s., T. XCV, P• 173. 
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In tho c .. e of the ._rlcan Stat .. tho patUm h DOt 41tferont froa 

that foW>d in foroJ4n eou.ntrloo. Bn Tork1 o prorldon 1e noTal in that 

i t allowo an ODIIPtiOn for 1..........,co pqable to ,....d banaf1eiar1oo ot an 

...,....t e qual to the anent to whioh $100,000 excaedo tho -citi c ·~ 

Uon clai .. d. Ala~. Plorlda and O.Orcia follow tho Podoral law; 

ll1uhoippi all"'" a $20,000 and Califol"Aia a $!)0,000 ox.optlon for i~ 

ance ~able to ,._.4 bonoficiarloo ; PonnqlTanla, W.ooaohu.ootto, and 

Illlnoh oxo.pt tNCh U•• in thooh ent1rot7. 'fhconoin 1ncludeo 110 the 

taz&blo ooteto all 1n.ur.Dco pqablo at daoth. 

!he $40,000 oxeluoion t or in.uranco ~able to naaad baneficiariao 

allon d b7 the prnut Podaral 1-. 1o oip.lticant 1n that it peralta a 

100 parent potont1al iner- in tho -citic • -Uon allowable. J\lr­

th.....,N, th1o ad41t1oll.al ox.opt1on 1o DOt Wliforal7 t;>pl1cable. .1. not 

ootate conoiotinc ot $4o,ooo in cenoral aooato and $40,000 1n 1n.uranco 

~able to naaed bonaticiar1eo i • · not oubJaot t o t he Paderal estate taz, 

.1. not aatato cona1atinc or $80,000 in cenoral aoooto 1o .ubJact to an ••­

tate taz ot $2,000. !he Talue ot thh 1n.uranco oxcluoion increaoea with 

lhe Au of tho utah 1nuw•h ao t he exoluaion h in aff ect deducted 

fro" the hichoot bracat IIUbj aot t o the taz, 'l'hua, at $1 ,000 ,000, tho 

in.uraneo excluaion 1o worth $10,400 in taz dollaro; a t $5 ,000,000, 
$21,200: at $10,000, 000, $26,000. 'l'ho 1n.uraneo excluoion oerno to place 

a goat ,....bor of ootatoo in t ho 110ntazablo eatojll)ry, tbwl efhet1nc 

a eigniticant reduction i n accr-cato Poderal rOTonuea &Tailable froa th1o 

ooureo and oboulcl. t horotoro bo oliainated. 

6. In.uraneo tor the pqaent of ootato taxoo 

It hao been urcld that inwranco pa;rablo to the eatah ror purpoooa 
of ~nc the ootato taz ohmllcl. be o:J:Mpt. Section SOl or H. ll. 12395 
(74th Concrooo, 2nd Soooion) , tor inotanco, pro;>osecl. that inourance be 

oXIOlllpt to the extant of t ho ectual .. t ate taz l1ab1li t y but not in oxcooo 

of $250,000. Such inouranco io at p reoont t axable under both tho J'ederal 

and all but one (J.rhona) or the State lawo. 'fhatOTor tho decedent laaTea 

at death t hat hao T&lua ropr eaento taxpayiQ& ability roeardl••• o! ito 

to no. ! o allow an axoluoion tor , w.cb insurance would 41ocr1ninate in 

feTor of tho C'J'OU!> ot t-or a 'lObo had aeon tit to p roYido 11qu1~ aooau 

tor the p.,.ent or tho t az in th1a fora rather than 1n ~ mmber of other 

wqo. Such an oxcludon would, turthenooro, defeat procr .. aion and t bua 

relocate death t~a to a 11Ubai41ar.r pooition aaonc the taxeo in the tie­

cal ayot• of tho countey; wbarou tho continuation of tho recent etrorto 

t o incroaao the rOTonuo fro::~ thio taz aourca WO>Ud ooaa to pooa .. o craatar 

cla1., tor oupport. J.o lo~ ao cirC1&otancao coapel t ho enraction of aero 

rennua fro .. the liTeral tax oou.roaa aY&ilab! a to CoTernaent, 1t bocoaoo 

cl.itficult to Juatity r aioing ~he racreaaiYO oxcioea , or OTon tho procrotaiTe 

income t ax .. , while at the - e u .. taldnt; atopo toward• t he otfactiTa 

reduction or tho death tazao. In other wordo, the approach to the ~per 

axtr-• 1n tazaUon, 1f 1t ..,.t be aade, can bo aa4a aoat fittingly wl.th 

tho dea th tazoo l - a41nc the procoooion. 
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It 11 UCQot4 1Ja faYor of .xclu.Uac 11lourallCO for tho pvpooo o! 
pqia¢ .. tate t.x .. t hat where auch inouranco 1a not prort4ed, it IIIQ' 
bo noc .. e&rT f or the 4eoe4&Dt'o beneficiarioo to auf!er hoayY louoa 
throuch forco4 llq;U4at"ion. 'l'bat auch 1Dauranco ahonl4 be proYi4e4 1a 
not qu.aatlonocl. lbat 1a ((Uotlono4 1o -.li::1Dc the proc .. 4a fro:a ouch in­
our&Dco t.x uo~ t . !he llrit1ah Coma!tt" on llational Debt an4 
! azatlon , after 110t1111; the ar,_nt p:reoanto4 in f&Yor of ex-t1111; lifo 
iU'III'&IICo whlch had bean proY14&4 '117 tho illiDI'e4 to -t <loath d.utloo, 
otato4t "£ltoc-ther , lt lo our opinion that 41ffe:rential :rolle! l n 
faYor of thia partiCIIlar ton ot a&Yllll; wonld not -aJte !or equity. • It 
1a oonclu4a4 that lnauranca 4eaisnod to pq t he .. tate tax oboul4 con­
tiaue to be inclu4a4 1D tho taxable ootato, 

7. Property p:rertoualT t.xe4 

The h4aral ootato tax U:"Ph property p:roYioualy taxed a t the 
dKth of a prior 4ecedent whe:ro the prior 4ecodont died within fin Tl&rO 
of tho oecond 4eath and wao tubJocted to tho ootato tex. Tbio p:roYie ion 
wao fi:rot a44e4 to tho estate tax in 1918, in part a• a cnncoaoion t o 
ool41o:ra , an4 hao beu rota1no4 to 4ate. 

!he ex-tlon of property p:rniou.slT taxed 1o US'Cially baao4 on tho 
•ca-nt that' •the 4eca4ant 1Ja p a;riag tho tax on the firot aucco .. ion 

ya14 !or !):roporty froa whlch be wae unable to obtain his full quota of 
onJo)'DOnt and that ouch :rapi41T :ropeate4 taxation 1111at neceuar1l;y "i!>e 
ont taa1ly !)rope:rUoa that otberwiee would be han4od clown f:ro11 geneu.t1on 
to generation.•• rurthorwo:re . it io ooaetiiiOa maintained that in l•rge 
!Mill .. , boearuo of the high froquonc;y o! 4oatho, pro!)orty tra.no fers ue 
coro ·n...,:roua lea41~~g to the oxca .. i n depletion of faailT to:rtuneo 
thro\lllh 4eath taxoo. 

Stroa& arca-nt can be aa4e againot thia form o! e2:empt1on. Slrul h • 
puto the caee ae !ollowo: 

•:rroa a logical pc11lt of ""· only the 4ort r 1ne that an 1.1>­
heritanco tax 1a a oferro4 property or lnco.,. tax Ju.stitleo 
ouch rebatoo: in fact, troa the point of Yi" of 'ability, ' 
or 'equality of oacrifico, ' a r apid oo:rioo of auccoooiono 
would Jnotif)' a bigber tax on tho lator oerl eo of heiro, 
oinco tho ooalllg of tho lator heirs into poa oeooion of tho 
property woul4 be all tho aoro unupoeted. l!oreonr, o abort 
pceoeoaion of tho property '117 tho 4ecedant 1o likelT to bo 
followed by a loac poooooolon by tho naxt he ir, o1nco tho 
latter ooaoa 1Jato pceooooion eo .ncb earlier, with tho rooult 
that the _,.t of taxoo collected nuo out 1ll tho lollS run . • 

• W1111a- J. Sbultz, fbo ••Jetipn at tpbertt•nc•. 1926, p. 303. 
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!U roll at tor quick deat.ba lD CGOip'lltliiC dea\11 taz llablU tT 1a 

110t cCIIIlilled \o tbe '0111\ecl Stat.. . 'lb. JrHlah de&\11 taz baa reooc-­

lllsed tbe probU. coot1m>allT alllce 1914. Ill that caaa, honnr, \be 

•-.pUOD pi'O"rided ftrlee illnr .. }T w1 \II tbe l11ternl betwe• \be two 

4ea.U a4, ~oro, h cCIIIlilled Oll}T to propeJ'tT cooa1a\111C ot 
laD4, 'bGIIilleea carried OD liT a c ODpaaT or ~ l11ter"t i ll 8'IIICh 1AIII4 or 

'bGIIill .. a. 'lb. llllt7 pqab1e "" the ucoo4 Ilea \II UD4er \be Jri thh tez 

h reduced aa follon 1 

aero aecOD4 4ea\ll OCCIIJ'S wi\11111 1 7ear ot \be tint 4ea\ll - liT ~ 
'lhere aecOD4 4ea\ll occun w1 th111 2 7e&n ot the tint 4ea\ll - b7 ~ 

'lhere uc01l4 4ea\ll occun withiD 3 7e&n ot the tint de&\11 - b7 ~ 

lhero aec01l4 de&\11 oc<r<lft '11 \11111 4 7e&n ot the tint Ilea \II - liT ~ 
lhere aecOD4 dea\11 occun wl\11111 5 7e&n ot the tint de&\11 - liT ~ 

'lb. .. tate ta:z of the C ... OD'II'eal\11 of .iuatralia tat.e DO reooc-

11.1 UOil ot the p rob1•· ID the ca .. ot the .AuatrallaD Staha, 1t h 

roco.,.bed oo}T liT !...,ia 'IIbera 1t 1a prow14ecl that for eataha DOt 

Reeecllllc ~.ooo DO llu\7 h pqab1e wl\11 roapect to~ real eatata 

which wl\11111 fin 7e&n before dea\11 paaaed tc .U 4ec .. ed frc. lila 

apou .. , parch or ch114, aD4 waa oubJected at that tl.ae t o a dea\11 

4Ut7• 

'lb. O.noaDa atfor4 pratere~~Ual treat.ut to quick dea.U ill \be 

caae ot Clue I aD4 II b•et1c1ariea. '!11.11' 4ea\ll tez lu pronllee 

that pro;>ert7 ao a1 tllated .mich ha4 bee lllheri ted w1 \11111 .U procecllllc 

fln-7ear p erio4, aD4 'ti'U \bill tazed 111 cOilfo!Wl.\7 wl\11 the yreact lu, 

h at the Uae ot the .. cOD4 cl.ea\11 aDtitled to a 50 p ercaDt reducU011; 

1f wcceaaiOil tal<ea place with111 fhe aD4 tn 7ean after the prior 

cl.ecedct•a cl.ea\11, tbe taz 1a rollllced 25 parent. It ahOillcl. be DO\ecl 

alao t!lat the recol!l'l Uoo ot quick cl.eat.ba bo\11 111 \be :a>cUah AD4 \be 

'--laD IA'tl' accor4 faTorsb1e treatae11t to real ••tate. !hi• cl.hcr1111-

Dat101l 1a baaed upoc \be theo1'7 that \be cajl1 talhecl (aDd ta:zable) 

ftlue ot real .. tate bean & parUaul&r}T hl&b ratio to current lDca.a 

AD4 that f&Torecl tr&atDnt b \llaretor e w.rr&Dted. .t.t the tlae ot \!Ia 

Co1'11'711 lllneUptloc, 1t ..... ill f&Ot urcecl that \be •.-ptlcm f or tvJ.cll: 
cl.ea\lla be extuded 1D \be caae of &eJ'1cultura1 real aatate to deat.ba 

OCDUJ'J'1~ w1 th111 f1fteaD 7e8H· 

'lb. treatact ot quick cl.•tha ill the relleral tez baa ha4 aaae ill­

n........,e ........ State Statutea. SI.JthaD Statea, illc1u4111C 118'11' Torlc, DO'tl' 

aake ••• rec0111iUOD of web occurrence. ID \line, •.-pt1011a raDP 

fr• quick cl.ea\11 occurrlllc w1 th111 011e-;rear 111tenal to \be .. occurr111C 

wl\11111 a ai.Jt-)'Mr i 11tenal, aD4 fro. \!lou reatrlctecl to Clue I baDe­

tlc1arl" to \lloae wbo1}¥ UDJ'eatr1cte4. 
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n 110'1114 IIPJ>e&r ~ha~ the caoe tor the recoCDiUOD or cpiclc 
bathe 1o ...,, ... .,. otroac. .1~ ~h• u .. ot ~he Ool10JD inftottcet1o11, 
in MIIPOII .. \o the CbeiNM'I illquiJ7, 14o 7"" t•l that it 1o a 
~P in r epl'd ~o eeteteo where there ~- \o \>e rather t~ 
quat 4eethe in t.llot oovae ot • r- 7e&r• T1 llr. Da1\o11 npl 114, 
..., .s.nilo\, there ere har4 cee•• n- u .. \o u .. wt 1t 1o ... .,. 
-..ell har41r it 7011r pereta 41e ell4 l••• 7"" lll)thi.Jic \hall it thq 
411 ezl4 l .. Te 7CU ..... tete upo .. *ich 7"" haTW ~0 pq a \ex, U 
1o 110~ • crteTUce which I ebul4 pu~ in the tiret ruk or thoee 
to 'be rel1eTe4. • 'lhe opinion ll!Prllte4 'b7 Dal tOD wao au'bee~ntlT 

eocapte4 'both 'b7 the Col10JD Co•ittM u4 the lilo7el Oo•11110n of 
.llletrelie. !he tomer .. 14 in pert 1 

•!o • certaill extent Tar1aUOD• equalhe out in the 
lOll& l"QJJ, !1111 point , howner, .... ~ 110~ 'be preooe4 ~oo 
tar. !here ere eo - Yaria'ble tactore in the hioto17 
of eotateo, ell4 the rat11 or 4ut7 are (to JUI!ge hoa the 
put) eo liable to TariaUOD, that t he tu~ CUIIOt 'be 
truete4 \o ae1<e .-..!o tor a117 pre•nt 1nequal1V. leYer­
t heleoe, it ie fair t o o'boer.-. that quiclc aucceeo1on aaT 
ott .. be 4ue to ~he tint of the two p ereona 4eoeaeo4 
haTlJI& ....,07e4 the .. tete t or .,. a:oept1oDAll7 loll& per1o4. 
lfe aa7 he,.. 'built up • bu.ei11111 OTir a 1011& ._,., 8114 he,.. 
41e4 •~ the ~~&• . oq, ot 80, lleTill& hh propen7 t o hie 
1011, then ap4 50. who aq - ... 41e4 within the next n ... 
or ten 7eare , 'beiJI& IUCC"4e4 ill ~urll 'b7 hh 1011, a TCUIIC 
aan of 25 or 30 rl~h a lite "';pectaUon of 4o or 35 7'UI, 
Aca!Det ~h• repe~1t1on of the bur4en within tift or ten 
,....., auot 'be .. ~ the loll& tree4ooo of the •tete troa 
4ut7 !viii& the lite of the tlret 4ecaue4, aD4 t he prow­
pact of a further g004 per1o4 of ~~.· . 

!he recopiUon of quiclc 4eatho tor tax pu>pO•• &JoT• popular 
euppon. .1 eharp 4aple Uo11 of well .. t a'bliehed f•ilT t onUMe 
throuch e otate ~axe• occae1one4 b7 a ~iclc aucceeeion of 4 .. tho ie 
p111rell7 rlewe4 with 41wfa.-or. It aq 'be a4T1&able that IOM recoc­
nitiOD. of the p ro'blea be re~aine4. 

It aa7 b e 111)\14 that ~Utat1Tel7 the •itUIUOD 11 ""'' ... .,. 
eip.iticallt. DurlJI& the t wo fiecel 7'ar•, 1933 ell4 19,34, when the 
Bu:reau of lllhrD.el a......,. haD.4le4 a ~otal of 15,872 returll•, onl7 
479 olat..c!. 4ec!.>lcUona on -~ of propeny p reYiouelT tue4 t or 
aDOUIIte rapre .... tillc len thall two peroen~ Of repone! ez'OII .. tate. 
!be Britieb 1D.1M4 lfe.....,. Departaent .. t1aate4 1n 1927 that out of 
6 ,000 or eo .. tehe excee41nc JJ.O,OOO wbiob pue each ,....., al>oo.t 
5 perc•t pue ~ rl~ the un n ... 7ean. 
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111111• c;ranUn& the a4'rioel>111t;y of eont1nu1~~t: to recopise the 
oq>ec:ial atatua o! quick deatho, it ohould be emphaoised that the 
:preoent arraDCft'ent 1o arbi trar;y for it providea a 100 percept f»o 
..,tipp i n tht AM of a I!OOnd 4tath w1 thip fi Tt rtara tp4 'lfOY14ta 
!A n ttgn Ftrt tht ••coDA death occurrtd opt w after the fiye­
uer iptenll.. It would be tar ... r. equitable if the deer•• o! ez.. 
-.ption wre craduated b7 pro-ridinc !or a reduction of 100 per~nt 
where the aecond death occurred in the couru of the firet ;rear; of 
SO per~nt 1!bere the .. eond death occurred in the couree of the 
aecond ;rear; of 60 percent Where the aeeond death occurred in the 
courae o! the third ;rear; of II() percent where the aecond death occurred 
in the =•• o! the fourth ;rear; and of 2.0 !)8reent where tte aeeond 
da&th occurred in the couree of the fifth ;re:J:r. .A.ceordincJ.;r, it 1t 
recommended that the :preeent uniform exeaption be replnced b7 one 
srllduated in aceordaDce w1 th the llll&th of ti ... intervening betnan 
the two deatha, 

8, Charitel>le bequ .. te 

'1'be examption of chari tel>le be<!)leate under the preoent law, 
which baa been in effect since December 31 , 1917, oenes to mAke 
the united Statea ~a major benefactor for eharitiee • .A. de­
eedCit w1 tb an alllount ... atlabl• !or traneter equal in -rl\lue to 
$5(>,opo,OOO -&l•• ..,., $2.0,000,000 at an effect!n eoet to hie 
heir• of but $6, 2.00,000. fbe renainin& $13,800,000 h in t act oo~>oo 
tributed b7 the TreawJ7. !hue, the preeent law reepectinc cllarit­
ehl e bequeate placee the control of tunde otherwiae d"tined for 
p1bl1o reYenue in the banda of pri'Yate !)8reona. The Jeder~J. Qonrn­
ment h al.lor.ing othera to direct i te e xpenditures. 1'he deeirel>ili t;r 
ot aucb a !'rocedure h, of couroe, subJect to eontroverey. !h• i ... 
portant tact h that the upper bracketa of the :preoent r!\te etructure 
are ineffective in !)reducing reYeDU8 partly be c1111ae of the ee~~pleh 
exeaption granted eh:1r1 table bequeate. :ror atetistieo on tloe rel..­
ti-re aignifleance of charitable bequeete in the -rarioua •ei:e of 
eatate• ll'OU!>I aee Table 8. 

The lnequi t7 ot the preoant exemption of char1 tal>le bequ .. ta 
aa between tu:pa;rera 1o shown in the !ollowii!C tehlea 

.POwlto! ,,,,,, 
* 100,000 

500,000 
1,000,000 
2,000,000 
5.000,000 

10,000,000 
2.0, 000 .000 
50,000,000 

I Amount ot 
b tci!!Ut 

• 10, 000 
6o,ooo 

16o,ooo 
460, 000 
460, 000 
960, 000 

9 . 960,000 
29. 960,000 

aBate applicable & 
1 to bepat 1 

Coot of bequ"t 
to tppanr 

$ 8,800 
116,200 

113,600 
299,000 
216,200 
336,000 

3,286,500 
9.287,600 

1 Cost o! beqolnt t<> 
0oTttf\Mpt 

• 1,200 
13,500 
116, 11()0 

1£:1,000 
~3.500 
6~,000 

6, 673. 200 
<!0,672, 1100 
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!loa for<~l.cll pr~1ce 1A reopect to c:Ju.r1table bequuto -.ariel. 

Gl'l&t :Br1ta1A, Sultatclleaa u.d JlewtOQDdland tu char1tllll1e bequ .. to. 

rru.ce, Glr.aDT, ~bee, Ontario aDd .illltralia exeJI!Pt luch beq..-lh 

troa ta:a.i1011. Alberta, TllkoD, aDd U...1toba &l1cnr en e:uapt10JI of 

$2 ,000 for IZ>T o,.. obaritable blqtWet. Jlo- ScoUa &llo .. .., .,.,.,_ 

&1.1 e~Uon of $25,000 for charitable bequeeta to be uoed with1A 

the ProTince. 

Ill tbe caae of tbe .&Mrica~~. stateo, thirt7 eXIIIIPt blqu .. ta 

deltiD.ed for Ull withiD. tbe State, eix crant uaqaallfied e~tion, 

the othere srut e1tber eond1t 1oD.&l e:r..-q>tlone or no e:r.ftiPt lone at 

all . 

It 'IOO\Ild 1>1 1111.w1 .. 1A tbe cue of the Il'ld.er&l 1"" to ell.liUihte 

coarp1etely tbe 1D.eent1Te for eharit.llllll bequ11ta. It aq be arc;ued 

t~t 111eh bequeate aerTe a ueetul aDd neceaaary purpoee 1A a well­

ordered 1ociet7. Tbe preeent proTieiOD., howenr, ha1 two faulte. 

It defaata the prl.llary purpo .. (re•en..-) of the pro.;;reuift rate 

eehedllle u.d 1a 1Dequ1to.b1e between tu;p&JIU b)' grant1JI.& an &dY&Dt~ 

which 1Acrea1e1 with the ehe of the utate. 

It would therefore ~ar deelrable that the e:r.eatPt1on gr&D.ted 

eharital>le bequeato be 80dif1ed, aDd, 1A eo.,. aceeptsble -r, 

ll.ll1ted. Slleh 11111tat1ono, howenr, ehoald not be et&ted 1D tenae of 

fixed n1111ber of dollars but rather ae a fixed or TaJ')'1D.c percentace 

ot the otherwiee tuable T&lue of the .. tate. The alloance of a 

charital>le bequeot e:r.~J:Qt1on could be 11.81ted to a fixed J>8rcentace 

of the net .. tate, 1A a !:IIIDDir eilo1lar to that a_opUcable to clfh b7 

1AdiTiduale, IID.der the 1Acome tax law. 

OonceiTIIllq, the proportion ot tb.e total eatate thue !lade ex~t 

ra;r 1>1 -.arled 1Dnreel7 to the else of the eetate. J'or puz:!>O .. I of 

11luetrat1on, eatat .. wboee T&lue, 1D.ellld1JI.& ehar1tal>le beqtWeh, n:­

ceeda: $10,000, 000 _. claill 20 percent of IUeh beque1h &I an eucp­

t1on; t hoH between $10,000,000 u.d $5,000,000 II8T ela1.8 25 percent 

of eueh beq~Wata u ., e:r.M6)t1on; thoH betwec $5,000,000 &Dd 

$1,000,000 ..., ela1.8 50 percent o! eueh bequeate ae an e:r.-,ption; 

thole bet,..... $1 , 000,000 and $500,000 _. clal.JI 75 percent o! 111eh 

bequeata &I an e:r.ftiPtion; and tho1e belcnr $500,000 _. c1al.ll 90 pe,_ 

cent o! eueh beque1ta u an ex..,t10JI. A achedule deliped in th11 

.....,er, with a!'!'ropriate proTialon at the bre&lcoftr po1Ate, would ha ... 

weh t o reco-Dd 1t. 
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!lie f1nt ot the alloYe propoNls hao the edYantllCO "! oi :;J(-11-

city 'bolt ._,,.. IIQbJeot to the cr1 t1 cha thet tha boMfHo acc,.,-

1q fro,. tiM allo-oe proYiclecl 111 th .. t ID&IIIIor '110ul4 ot1ll be creator 

in the cue of wal~ tbu poor dollora. !he MCOD4 l)ropooal :lilT 

be eo cleii1&JI84 ae to nnDU~~t thh 41tficuHy 'bolt rell&iu eubJect 

tc the cr1 t1c1• that the ed!Ma.le, bon.,.r 4eo1&De4, h arbitr&rT. 

It tolloft that a proceolve .... be ~t whl.ch 11.-. both tiM Yir­

tu of eiapl1o1tT u4 80118 _bl.,. .. of •cauiV• 

to fulfill t!Mae requi..-.oto, 1t 1a propoee4 t hat char1 table 

beq~auta be 1nclucle4 i n the tazal>lo bue tor coaputation of tas 
l1ab1lit7 'bolt that the ~r be pera1tte4 a cre41t f or charlt~lo 

baqueeta in acoor4alloe '111 th the l)rol'Ortion ~t 50 percent of t he 

chart ~1• beque eta bear• to the entire 01tato. SUch a !)roce4ure 

woulcl retain the benefih ot the progrus1Yo rate schedule an~ c t 

t h o - tille atforcl an oaailT a4ain1otoro4 aD4 unifono c:har1 t~lo 
4e4uct1on. 

II. Rate Structu~• 

1 . fotal1 ty ••• bracket ratee 

!he J'e4aral estate tax achieYeo progeuion by t he use of a 

br~cket rate otructure ae oppoea4 to the totality r~to mathccl 

eooplor-4 b7 Oreat Jri hin, .&JlOtrs.Ua an4 the Ca.na<Uan pr oYincOI. 

Prorreodon b7 to~l1 t7 hal the 114Y""ta&e ot ;>roducins ver.tu 
reYitJID8 than a aiai l ar rate oche41:le on t he bracket q eten, oince 

the hi g. rat01 ot t t e upper ochedule in a totality ocheM r.!)~7 t o 

the entire eet3to ~notes! ot onl7 tc ita liaite4 fractiono. ~· 

41fferonce hal IJ'e&t oipifi~nce frail tho poir.t of YieW Of t ho 

:;Nblic 'lb.1ch loolr::e only at the etatutory rate oche4ule, i snorint; 

the oons1d.erat1on 11iMther U a!pplleo tc t ho entire eot~too or onlT 

to 1 ta trcctlonp~ parh, an<'. 1o un!lbl o to roali.se that one ton~ of 

tax h he&Tior Wan the other. 

!'be totality rate Mtbo4 hao one 41oac!YIP\te&O 1!b.1ch, !>owner, 

can .....Ul7 be oorreote4. Since the 1ncreaee4 rate incident al tc 
an eotato fal.Unt; in the next hisher br ..U.t IIP)ll.i01 DOt only tc 

t he uount in uc.ae of that at which t he ra ta ~· 'bolt retr> 

epeoUY&lT to the firet \az3blo 4olli!.J', 1t h pouiblo th!lt in t he 

abeenoe of 'Dro'l'iaion for the -11orat1on of breelo-o•er ooir.to, the 

increaae4 tU av be creator than tho incro&M in the ....Ount of the 

oetate; aD4 in OOnMqa>ence the beneficiary will 3CtuallT recoin 

lou troll a hrpr than frore s ellallor bequeet, for &J:I\II3)lol 
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$250,000 ~le at 9 ~erc .. t ...••. .•. .......•.•. $22,500 
$250,100 ~le at 10 ~rcent .••• • •.•.•••••••••• 25,010 

Increau4 tax 4ue to the a44iUoo 
ot $100 to the eaiate •••....•.•• . •.•..•••.•...• $ 2,510 

!bie 4itticmlt7 1a al111inate4 in the Jlritiah tu 'b7 a pronaion tb&t 

the tu caMot uceed an eaoant which 1a the rua ot the tu at tha 

nut lower rate plna the uceea 1D tha Yalua ot the taxable aetata 

onr the •z1•• •CIWit to which thet lower rate ~1111. 111 other 

..or4a, the tu in the . 250.100 eeiate cUe4 aliOYe •oul4 110t be 

$25,010 but 01117 $22,6oo ($22. 500 + $100) . 

It '11'111 be rea4117 ~ent tb&t tba Jrit11h prcYiaion tor the 

breakoTer poiata laaTaa .uch to be 4eaire4 t or at certaln leTela it 

wor~ ca.pleta cootiacat1011 ot aiaaallle &4414 aec-.,ta to the tuallla 

'ban. 

J. aore accepia'bla !'roca4ure 11 the •atep~• a;rat• cplo:va4 

in eace ot the Cazuulian lain . !bie ~ro<r14aa tor a &r14\:1Al I?UIJilCQ: 
ot the rata 41tterent1&l 'batwee!l aD7 teo 'brackeh ot the rate aohe411!e . 

Oocuiooal 1naquH1 .. ot aecon4ar;v IIIIQ'1 ~~ aJ>!la&r ""' in the •e tiJ)­

up• e;ratom but thaoa are not oiC)Iitic..,t. Under the pr opoud eche4ul e, 

tor UUI)>le, an increue in the taxable .. tate tr"" $59.999 t o $6o,OOO 

.,ou.14 iller .... tax l1a'b1lit7 '1>7 about $12. Slailar ooa dollar ad-

41U011a tor the ie:rable 'bue at $999,999 """'- $74,999,999 woul4 in­

c raue tax Uallility '1>7 a..._t $1~7;· ..,.,_ $75, nepecUTelj. Jecauu 

t heee occaei OIIAl 1Dequ1 the are ot ainor quanti tat iTa ill!>or t..llce in 
rela\1011 to the tara'ble eat&te and 'becaueo the nature ot the 1 t.., 

taxe4 11 auch u t o preclude the poeli'bilU:y ot tu ainiaisatlon oo 

the ~t ot t h e taxpa::rer, it 11 concluded thet the •atep~• •:v•t• 
lhoulG 'be lll!>lOTed, the a'bo...-cited 41Uicult:y not'll'itheiat41nt;. J.t 

all eTenta the poeai'bilit7 ot eliainatiDC thea• ainor i11~uitieo io 

al.....,. a'Yaila'bl e 1D the adop\1011 ot the JriUih eaelioration dance. 

11Dce the toial1t7 rate aethod waul4 tiD4 to l eatiZI the boatility 

ot the ceneral ]Nl>lic to the nec .. oarilT hiaTT tax lNl'den, pronclinc 

at the ...,, Uae craater ~roduct1TH7 a11d i ncreaae4 equity, ih adop­

tion waul4 be a worth'llhi l a innon.\1011 ill the J'e4er•.l ntate tax end 

11 therefore rec<BDIDded. 
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!'M ll~h4 ll'ato ot~ ot U.. lteT-. Aet ot 1935 _.. 
fro• 2 peroad oa U.. t1nt $10,000 ot U.. Mt .. teto to 10 porc.ot 
oa tbat porUoa ot .., ooteto ia ezceoo ot t50,000,000, OD17 rel&­

\1Tel7 t .. .. tatoo &H ov.bJoct to tile tu: llace U.. t'IO,OOO IDIIP\loa 

u4 U.. $)10,000 l&nftD.oe amluoioa oono to ..ate U.. lft&t -JorUJ 

ot proper\7 tll'allltoro IID&~le. !hlo 1o app&N~~.t troa !!Ule 9 -

....,er ot !a:rablo :lotato !Ju •turao ftlo4 'b7 •t •tato 0Laao11 tor 
~ 1927 to 1935• Ia tile 1ateroot ot procblct1Tlt7 1t ~4 u..ro­
toro be 4ooi .. blo to ..ate U.. ootato tu: .. te otJ"QCftl'l rro attocUTe, 

"- charco tbat tile pnaODt pncreoolTo .. t e ocbeGlo ..atoo tor 
tile deotl"QC\1011 ot aoc.,rhto4 oopital 1o ~teA. Ia U.. firot 

plaoe, 1t io poooible to oztud. tile ~t ot tboo tu: oTir oOToll'al 
7_... wboro Juotlf71JIC cir..,.t...coo 0111 bo de8olllt .. t o4. Seooadl7, 
a weal~ -...'aT purcbuo lito 111.uriiiCO c!ArliiC bio llfoU&o to ~ 
tbo 11tote tu: at bio a.&th. Ill tb&t oTeat U.. tu: booo&oo llttlo 

rro tb&a.., cnll&r7 iacoao tu:. hrtilerrro, tile bull ot tbo 
capital 4oot .,...Uoa ar_.,t - tbat all ... ,.._ rooeho4 b7 U.. 

0oTo ........ t J'lprlleat total IOODO&lC lOll to tile OOU&tJ'7 - 1o 1UI&OII.D4. 
fo U.. ozteat tbat tile Oon..-at 0011t1=oo to U..Oto .., l&cr_.lllc 

portioa ot ito roTeDDOa to t ile co11otructioa of capital oqui~t aa4 
to tile rot1-t ot 4o&ooUoollJ~ileld aaUollll 4obt, tbero io 110 
e OOIIO&lC loll to t ho OOUIItJ'7 froa tile pa;raeat Of taz&o to tho 0o'OO,._ 

-t. 
!bo tact ro-.lao that tho AaoriCP Jo4aral, State, aa4 loool tu 

p i cture 1o a COJl&lODOrato With ... O'Oe.-..11 toDI of J'ICI'IIIhi\Jo 
Saloo tu:oo, bv.aiaooo tu:oo , u4 tho oo-oollo4 lllliO&Dco tuoo aro 

cl~&rl7 ros roooi'OI. !boo gaoll'al proper\7 tax, tho 'OOJ'7 bo*bo111 of 

tho loool tu ot l"'Ic turo, 1o a rocr•••ho tu:. "' ro41otr1'1111te tho 
pl'llct tu budOD 80ro eqnitablJ, 1t 1o 4ool.rable tbat '"'- .Ucll 

1&11.4 t~el'OII to pngreooioa bo ., ... w14ol7 ut llb:o4. :D.ath t&looo 

cl~&rlJ boloag to t bio aatocoJ'7• llbtort"a».tolJ, ill 4otor&1111q tile 

4o1ft& ot procnolloa ot a .. te oohoclulo, thoro 11 110 tn.o aa4 ,._ 
c"•ei 'IC thao1'7 or 4octr1Do to p14o uo. !hero io 110 ot&D4&J'd ,...,.,_ 

otl<Z .Ucll 'aT bo appllo4. 

!'M aooo~ c11art ehowo tbat tile h4oll'al eot a to d.ll\7 io 
., ... l&lllct 011 tile l ower eotat o braclcoto u4 ., ... banh UpOil U.. 

uppor ooteh bradtoto thaD &11.7 of tile oilier (foroip) a.&th 4Dt1oo 
plott&4. !boo l&oort ot tbat cbari ohon 1a lft&t·or 4otail tile 
co..,.....tho traat-t acoor4o4 tbo o.Uor ootatoo b7 t ho 6.oath tu: 

J..a ot ooao ot tho toroip oouatnoo aa4 U.. U'll1to4 l tatoo. arpon­

enco bao abo., tbat tile bip rotoo OD eotatoo ot $10,000,000 u4 
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oYer are practicall7 1noperat1Ye ~ to the oaoll auaber ot r et urno 

lllbJ ect thwreto. Oal7 two retun~o out ot a total o! 11,110 returDO 
tiled 1n 1935 r eported a nat eotate o! OYer $10,000,000. !o incraeoe 

gonnaental ren~~~~e there wet be a ot1ttentac ot the lenient at­
titaAe t owarde eotat eo ot 1eoo t han $1,000,000. !he tlcure• reported 

in ltati otico ot Inoo•• tor 1934 ohow that tor ner.r decedent lea? i"S 

a tuable aotata ot OYer . 1,000,000 , there nre !ort;r-ho 1ea•ill4 
tuabla 11tat ae ot 1111 than . 1 ,000,000. !o 1Aorae11 .. .,..,... it h 

necueary t o tu t h111 t ort;r-two .,re hae•il7. Incraaalns the rate 
applicable to the one a1llion dollar aetate ID4 oYer cea haYe ••r.r 

little re•euue etcD1t1oanoao Taxtac the tort;r-two .are heaYil7 
in•ol••• no inJuotioa, but aarel;r the principle of ability t o P&T• 
AD;r decedent wbo lea••• an aetata IUbJaot to the preoant Jaderal 
eotate tax hal l ett .,.,. to llh llaira than 110 ot llh fellow dacedento, 

wbo diad witbout a tuabla 11tate. !he preoant Jederal tax, there­
t ore, 111 ta onl;r the wealtll111t one peroent of our population. 

It h propooed that a to tali t;r rate eoha&lle ae outlined in the 
followins table bl 14optedo !111 1Cbe4ull raCOIIDieztdld illpOIII a 
greater att ac tiYa rat a t~ut t he entire ooale. It will , then­

tore, aat eriallT inoreaaa tlloo raY- .. r iYed from t111 o tax at tba 
1111 tiM t hat the -inal nt11 are nllotant1ally reduced. !be 
propooed acbac!Dle hal bean 10 prepared ae to gin the curYe ot 
progreoo1on a •n<sm DOOtbna .. , !be dirtoion pointe and the r ate 

traotiono mplo;rad allow tor quioll: COJIPQtatloll ot the '""' !he rate 
1a retarded 1n t lloo tlrot braell:at dna t o the oper.Uoll t herein ot the 

ftllieh1nc ~tioll. 

!he red curre on t he IOCOJIPIDTiDC ohart trac11 the cour" ot 
t he propoeed totality rate oo~a. applicable to net eetateo eben 
a $20 ,000 YaniohlDC u.a-pUon , with ratiO rans1Dg from 1. 0 percent 
on t""-ble eotatee ..ountlDC to laoe than .100 to 75 percent Oil eotateo 

ot .100,000,000 11114 OYer. !be rate ecllac!ula 1'1111 at a otaa4117 de­
creaa inc rate 'bag1An1nc wUII 1/'7) ot 1 percent per $100 at f4Q,ooo 
and endins dth l/25,000 ot 1 perout per .1,000 at •100, 000 ,000. !he 

graphic 1lluo1on ot unnen procre11ion 1o a t tributable to the uoe ot 
a locaritha1c ecale, lOr parpotee ot oo~iaon tha propoeed t otali ty 

rate ochadule hae b- oollYertad into one on the bracket buh, wll1ch 

h p ruented Oil J><1Ce 211 (a) . Preciae perlt;r be'- t he two echedulae 

h , ot couroe , illp0111bla. !hat the ettectt•e •&rlaUono betftlll the 

two oohedul11, bowner, are ot aacondar;r illportanca, 11 reYeAled by 
the tabla pr eoanted on p.ga 26. 

Whil e no attempt hal bean -.41 t o aot iaate the illcr1111 of eeta te 

tax rniJIUAI whlcll wonld be produced ll7 tha propoeed ...rtaioll , t he extellt 

ot the incr- M7 be tntai'Hd tro• the oolll))arleon ot preHilt ID4 pro­

poeed ettecti•e rat ee ~pl1cable t o eetatee ot •&rlouo eise preolllted 

below. 
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...... !u 
l'ropoMf. !o\&lltT lla'• lohe4-..lo 

mte .. , ...... 
_._.J(~IaL.J'haPIIIIIIIIF-'&Ill__;, ______ -----_____ Ja_to o~ -.z ________ -----

70-., 
.,_!10 
!10 - 100 

100 - '$ 

., - ,0 
!JOO - 100 
700- 1,000 

1,000 - 2,000 

1,000 - ) ,000 
),000 - 5.000 
5.000 - 7.000 
7,000 - 10,000 

10 .ooo -a,,ooo a,.ooo -75.000 
15.000 - 100,000 

100 ,000--

1~ plu 1/100 
,. I 1/ '.lJ 
~ I 1/'.lJ 
~ I 1/'YJ 

11~ I 1/'YJ 

~~ 
I 1/iOO 
I 1/100 

1"' • 1/15 

ii 
I 1[25 
• u: I 

II!Jil I 1/f!JtJ 

= I 1['$ 
• 1/IUJ 

2J • ~r,oooo I 

~· 1/5.000 

i5 • 1!i.O.OOO 
I 1/25.000 

of 1~ oa ...sh tall $100 1IJ' lhlch \he \Mable ... GDIIh 0 . 
I 

£: 
I ..., . 

I I t: I I 

I !E I 

=· I I 

• • .,, 
I $1 .000 I .oo. 
I t·ooo • 

f.~ . I ,000 I 

• t ·ooo I 

I ,000 • 
I t·ooo • ~.ooo. • ,000 • .ooo. 
I t ·ooo I ,000. 
I ,000 • ,000. 

I t ·ooo I 
=·000· • ,000 I ,000. 

I $1,000 I tf5,000. 
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latate !as 

»raoat late 'ca411le 41ProziaUDC 
hopoaeol fot&lltF late lol>l4ule 

!ua'b1e Mi .. w.te 
I I .a...mt of taz 

(Ill tbauu4a ot 4o11an) 
I late ot iaz I 

011 hipr _,., 
I I 

• 0- 10 • • aoo 
10- ao " 600 
ao-ao • 1,300 
30-40 I 2,000 

40-150 u 3,1500 
eo-eo 11 5,300 
60 -'/0 22 7,1500 
'10-90 • 9,900 

eo- 100 • 15,100 
100- aoo 31 65,100 
200 - 300 • 81,100 
300- 400 63 13&,100 

400- 1500 Ill 175,100 
1500- 7150 56 310,100 
7150 - 1,000 158 4156,100 

1,000- 5,000 62 2, 9311,100 

5, 000 - 10,000 '/0 6 ,6311,100 
10,000 - 25,000 73 17.2311,100 
25,000 - 75,000 77 56,7311,100 

OYer *75,000 79 
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:leta\e taxa llrteoUn laha of Propoae4 !otalU7 Bah, 
.Approzi-UDC Jracnt lata u4 Pr.ant 1.-

let •'-h lt(edtg ptee PropoM4 I.Joo. 
lief on t.I\&U t7 I Approli:baUJIC I J'Haall\ _i.,af-

n=nttgp I rate I )M ' t rate I la ; '"''" ,.,., 
• 25,000 •• •• .~ 

JO,OOO 2. 0 2.0 2.0 

~·000 ).II ).II ).II 
,000 5·0 5-0 - ~· 0 50,000 1·0 7·0 .~ .6 

6(),000 9· 0 s.s 1.0 s.o 
70,000 11.0 10.7 1.7 9·3 
SO,OOO 1).0 12.4 2. 5 10. 5 

100,000 15.0 15.1 11.2 10.8 
250,000 25.0 25·11 11. 4 1). 6 
500,000 ~.0 ~·0 16. 1 18.9 
700,000 .o ·" 18.3 21.7 

1,000,000 ~·0 ~~ 21.1 23·9 
),000,000 .o )1. 2 22.8 
5,000,000 ~.0 58·7 ~·0 21.0 
7,000,000 ~·0 61.~ ).6 19.4 

10,000,000 .o 6k. 119.11 16.6 
25,000,000 ~.o 68.9 6o.~ s.l 
75 ,000,000 7 .o 711·3 66. 1· 

100.000.000 75-0 75-5 67· 3 1·1 

,. Prior .-ltb of the l>.,..tlolQT u tblft 
Yarlal>le 11> \be rate atl'QCW..... 

n hu "- .&Yooate4 \bat • \b1r4 Yarla111a, prior .-1\h of tba 
l>el>efici._T, lie i~>o1~ 11> the eata\a t ez rata atrgc\l>n; tbat, i1> 
ad4U1ol> to \be abe of \be H\ah, tba rate aobe4ula lie cnduate 4 11> 
accor4al>oe wUh \he tlUAOial ata\ua ot the l>el>etiol1117 l>efore receipt 
of the 1..-.. !be _, of the l>uetio1QT' a .,., tncoM clu.riDC o11a 
or a DDller of 7..rt1 hu "- ncceate4 u a -au.re or hh 1prior 
wealth. 1 !bat the ll>troaa.rtioa ot the prior .-ltb of the 'beaafiol1117 
aa • Yarlal>1e 11> rate •the 10o>'Cil4 lie u .._t.ne uteuioa of tba 
allili\7 to pq prlDOiple -lie r.l.117 ooauS.L the - of the 
atlllol>aln -"- HMi'liDc ltequeh ho• aach of • 4o- relatlna 
aacl pql.JIC oalT _,_, -. .. ....a. of \baD wU-t ncar4 to l>equeh 
whlch b&Ye ., ... llefore, oaeta 11>\o VoM. nllat the ll>afteo\1.,_ .. of 
the pna•t rah nruc\ure 1a \all:lJIC lato _, allill\7 to r-T• 
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llowwYer, prolt.l- of &da1nlatrat1on loom l&rp 1n the p&t.h of 

auoh & prortalon. In 1919, &II &thllot waa act1al.lT ...sa 1n the 

O.zw.a iniMrit&Dce tu to reoopiu the prior we&ltb of tile~ 

floi&J7. .A44U1o11Al percut&pa were &44ed to the 1110ceu1oa av 
tor each 1.0,000 II \bat tile p redoua we&ltb of tile heir (b&e..t oa 

1914 p:roperv a .. ••-h) exce..t..t 100,000 Ill be -· U&lt.le to a 
M41Uo11Al 1.0 perc...t 1t be &lreaq poeaeee..t 2100,000 Ill &lion t.hie 

1~ 1 per-t -· &44ecl tor e&cll &41U.Uoa&l 20.000 II of bh prior 

we&lt.h; wt _,.r no c1rc.atuce lliebt •re tllu d.O'IIble the or1C111Al 

rate of the ncoeee1011 clut;J be pa14, aor alcbt the total tu ~ 

90 peroct of the 1~ or inMrituc.. '"'ahtraUYe 41tt1aaU1ee 

l..t to the el1111n&t1oa of t bh rart&z 1n Dec811er 192). .a. elaUar tu 

ea&ct..t 1n It&lT 1n 1919 •• &b&nclon..t tor aiail&r r•eoae f<ror T.r• 

later. 

ft. pr1notple ooul4 conoei't'able be &clDpt..t lilr ~ ~ OoTe,_ 

_,, the prior ..-lt.h of tbe rec1p1.at bll.nc pre41caW -.... the 

o.;.tt&lb..t ....t .... ot bh net 111- •• roported to the JIQr- of 

InteriiAJ. .,...,,.. tor Olll or •r• ~·· 

!be &bh&btllt;J of att...,tinc to l n7 ncb • tu at the pre-\ 

U• h ~~~ clculiU'ul.. ft. CO\U'h a1cbt quaUoa the o..aaUtuu-.. 

&ltv of prior ..-lt.h u a proper bade tor tu&Uon. Jlarther.orr.­

boa & pracUo&l rieoa>olat, prolt.l- ot e4allltatr&Uon would. -te 

,__ d.1tt1cul.Uee, - &rieinc 1n co ..... cUoa wtt.h the 41~ 

Uoa ot prior wealth &114 othere boa the necullQ< of Ull::lac a. ..­
at~• ot tbe ultt..te b.aet1clllr1ea. In t.h11 latter reqect the 

proll.- -terM WO'C&ld. be U:1n to tboee in~Mr.at 1n u 1111Mr1t­

- &a appoe..t to &II ..... te tu. DIU, 1n tu .. tt~t would. be 

~141ble • 

.lt &11 n.ah, the derice would. inYolye • retin-t ot • tar 

l>.1cber or4ar U.... thet -107M 1n the other t.aturea ot the~ 

tu ITI'- fQo 8ICb etrua -ot be p laced 'CWO& co11111'T1nc &11 

rn- rnhion opportan1Uea tor IIPPl1e&t1on into tboae oll&lmela 

wbere the prob&btUUu of protttabl-11 &re createat. 

1. Date of 't'al-.Uca 

Prior to 1935 t.he 't'al'M ot u eat&te tor ~t.h tu JYCIIPOIM M4 

bee 41temllled. •• ot \!Ia 4ate of ~til. In thet T.r a opUaa .., 

Prort414 (.._ .let ot 1935), •• follows I 

"'t tM .-cnRor eo eleob • • • t.he 't'al'M of \!Ia 

CJ'OII 11tet1 ab&ll be 4ateftll.a..t li!r Y&l11iaC &11 \!Ia 
p:roper\1' lllcl'11414 tllu'lin aa t.he elate of the Aecld•t'• 
~t.h u of the date oae T.r after the 41Ce4at1• .._t.h . . . ~ 
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W. D. ~ell7, State .ape~eor of the !r&Da!er ID4 Inberit.Dce 

fax Bur.au ot l'n Jerae;r, atreaaed the need t or au.cb. .., opUCD 

1D 1930 1/, bT polntlnt; ov.t that there ban been 1Det8DGH nt 
o,..r a rT'rt;r !)ereent ahrinll:ap ln the ~ .... ot .. tate• 'be~ Ule 

date of 4ecedeot1 a 4Mth aa4 the date ot tiDal 41et rlbllt1CDe . In 8UT 

l natancee the reei4Dar,r le,ateee recelTed nothing 4ue t o the tact tbat 

epecitic •ov.nta to other 'becetlclariee , tocether wi th the Htate tax, 

eon.,.ed the eoUre -oant ot the reduced Mtah. Iince wiclGire aa4 

cb114ren are the aoe t frequent reel4Dar,r leclatMe, the practice ot 

T&luatlon at the date ot 4Mth worked 'GIIdue har4al>ip 1D periocle nt 

4ecl1Dl ng 'nll.UM up011 tho .. 'llho eh001ll4 recehe the &:rMtHt protecUCD. 

fba preeent optional plan nt 'nll.uatlCD 1e a •-• nt etfCIZ'd.illc pro­

tectlCD to euch rH14'Q&J'7 lepteM. 

!be proTleion of thie opt1011 ,... pr.-pted bT the cl~tance 

that all proper\7 T&luee ware !'a!'ll\lT 4ecUnlnt;. l'oe, howner, that 

tba\ tren4 baa beec lntarrapted aa4 anotbar price break ot 1929 to­

tend tT 1e not 8Dtlolpated the JuUtlcatiCD tor the cpU CD no lCDCV 

to<ie\e. l n all inetanc ee nt ehriru..c-, the executor will ao 4oul>t 

••• tit to naluate the proper\7 aa nt the date ot 41etribuUCDI con.­

Ter .. }¥, 1D lne tcc .. ot I!PPHCiaUCD in the ~ue ot the Htate, the 

executor baa tba opporwnlt;r to eTaluate aa ot the date ot 4Mth. 

!b1e dual ~uaUCD oc.pllcat.. the p robl• nt llollainhtraUCD. fba 

option "·~ the 11"7 or the tax inanach .. the -tor'• ript to 

etrix the T&l uaticm u ot ODe ,._.. eu'beequect to 4ece4ect'• 4Mth 

ultee it ilopo .. ible to 4etenoine the uov.nt ot the tax until thie 

later date. '!be preaeot option 1e con.tuciTe to 4elq. 

!!!be practice of e~uatlnc eetatee u ot date nt 4.ath 1e 

larcel7 the practice the worl4 onr. Gnat llrltaln. -.traUa, 0. •n;r, 

the Cana41an ProTlnc ee , lUI 1Nll lUI forq-two of the .laerican ltatH 

T&lue the • •tate tor tax purpoe .... or the date or 4eath. ~ore, 

the h&r4ahlp 'betalUng ree14uar7 lepteee i n p eriocl ot 4ecU.Unc ~ ..... . 

pointed out bT K:r. ~ell;r, aa:r to a certain a:tent be ueuaged bT etatl1141 

lapclee l n teraa nt percentat;ae or pr oportlona ot the total •tate 

rather than l n fixed -ov.nte. 

L. B. Parker , Chief 'of Start or the Jolnt Ca.a.lttee em Internal 

Jl-ue taxation, ,... alae iloprHaed with the iDJuatlce ot the !allure 

or the 7edera1 eatate tax t o HCOCII11e the ehri..ac- ln the 'nll.ua ot 
.., eatate "bet1N& the date ot 4Mth &114 the date 'llhen the tax 1a pall\ • 

.U a r•e4;r he rae-ended a oc.prcalae l !bat the 4.ath tax rate b e 

4ater.ined 'b;r the ~ ... ot the p roperty at the date of the 4ecedet'• 

4Mth, but that th11 ec.poelte rate be IIPPUed to the net ~ue nt the 

eetate one ;raar thereafter . RenTer, the Park er pr opoeal 1e nee lHe 

acceptable than tha optional aethocl noe l n force . It U 1e 4eaired to 

recognise Yal'CI&tion at the date ot 41atributiCD, 'llhat locioal r -

can poaaibl;r b e a4Tanced tor baalnc the rate 011 .... eerUer ~uatlcm 

m.ieb in tente of the l>,...IDt 1e ncm.-aieteott fba .ceeptaace ot either 

ot the two dat .. tor ftluaticm purpoeee wet i11pl7 the eiJml.t.Deov.a 

acceptance ot that date tor rate u.ltinc purpoeee. 

!/ Proceedinp ot the I'. ! . A. (1930), P• }33· 

Regraded Unclassified



I c llitJ' J 
~·zv -

Regraded Unclassified



-tt-

!U pno\1041 of naluat1DC the e1\a\e u ot elate of death 1o ooWid. 
!be \ti& 1o l nied on the r1&bt \o tranater. !he tra11oter 1o etteo­
u ... l~ a\ tlw tt• of daath. !be ba .. of the tu- the 't'alue 
of tlw ~pert;r tranaterrecl • ohoul.d be det e"'1ned u of the elate 
of death. !II .....,,.. \be elat e of Yaluat1oa - from the elah of 
lepl \rallater \o oo• arb1 trarr future elat-., a11!pl.y 'beOIIDie of P.. 
lqe 111 effect1DC 411\ri'bllUoa, do11 DOt ~- \o be IIOQII4 pol1q • 

.Aalde troa :;:mr• eoonca1c ooaa141rat1one , the option ehOIIld be 
el1a111a\e4 be-•• of the opportuniUu 1t atforde tor \ti& 89014an041. 
ID thie oo...,.ction the lf11eall an-. taz 'OD1\ of the....._ of 
Internal ..,._ c4 tu &OIIC othere the t110 followiDC ""••-• ~ 
act J. o...ad all or llllbotanUall :r all of the etocl< of a cloM oo,.... 
poraUoa. !be pre.-\ option ell&bl .. the eucn\or dD.r1DC the .,_ 
foUowlJIC the 4ecedent• • death \o etrip t he oor;>oraUon of ~~>.be'­
\1al}T all of th ewplue·b:r 41clar1DC or41......,. 41'1'14&4e which are 
eztraor41nar;r 1D -='· J1:r the ana of \be .,_ the Yalue of the 
e\oalr will be llllbe\Ailtiall:r leu thAa 1t wu on the elate of the 
41cedaD.V e death. llloe4et ll lift nal utate to be e4li1D.1etarecl 
b:r aa aiclitor or a tl"'Uhe . If the eucu\or aledo YAl.uation u 
of one 7'1&r attar daath, ouch YaluaUon would reflect ohrinbce in 
'l'alUI 4UI to unceo 4aprec1at10D IUI4 O'bOOliiCIDOI, fo pera1 \ the 
eaC11\or \o rent aa office 'bu1141os or operate a factorr tor a 
:rear 11114 Yalua H at the end of that Uae ao ao to renee\ DOt olll:r 
fiuotua\1ona 1D real U tate 'l'alUel but ...... U>d tear, 4epreciat1cn 
11114 obooleo-oe, altboulb enJO:riiiC the re,..,.,.. troa the rented 
bu1141DC or \be operation ot the fac\or:r, the uee of which to a 
larp utent •• reeponelbll tor depreciation, 110Dld be coatrarr 
to the opirit of the law. 

!booM are 'bolt t110 ot -1'0111 ~·~ which- be cited in 
-n ot the teoe-D.daUon t~.at Soction 202 of the llio'l'...,.. J.Ct 
ofi935 'IIIIUcb •'-'"" aect1on )02 ot the l!n-=e .let of 1926 b7 the 
e441Uon of .,.. 11>!>41Y1a1on (J), ohould 'be repealed. 

2. Oo-t7 propert:r :;>ro'bl• 

•~~>t ,._ho- J.r1son.,., Oallforllia, I daho, Lou111ana, '1«114a, 
'lew W.zioo, !au and 'faoltincton- baY• odbpt14 t.'>e coaN111t7 
property OOI>Cept, 11Ddlr t1t11 pr1oc4ple, the combined propert:r an4 
inooae of the opouae1 ( aubJeot \o certalD c.inor licl. tst!~n1 Yar;r1Dt; 
MOIIC t he Statu) 'beloDC o- halt \o the hue'band 11114 OD~hslf \o 
the wife, 'l'heae e1&bt Stahl tt::lnd 111 contra41oUncUo.o. \o the 
other tort:r Staho 'llhicb ba ... accepted the ooa>On law concept of 
...-ital property l'tbJeot olll:r \o 1tetutor:r YAriaUon, 
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b 8lpl.:tieaD~ of theee inter--State Yariationa 1111 in the 
fact that the !")ftr of t be hderal Ooni'IIIMnt t<> 1"7 a dea t h du~ 
upon the tr&Defer of property " t daat!l 1o oubject tc State l t>n 
!;<)vern1D« property rtct>to. mre epecU'ictll~. tc state l a .... ., ... ~ 
1:> ~ t he tran•f•r of III&J'i tal property &t death . I n the eipt oo.,_ 
wn1 ty propert;r Statu, oal;r the hueband' • on .. half ehare o! the 
coi1:NJ11 ty !)ropert :r 1o .ubJect tc the hderal ••tate tax. In ...,,... 
co..,..,Uty ;troperty sta t11, on t ba other hand, t~ t:Mle of well 
coiO:li\IAi ty pro1)1rt:r 1o oubJect tc the tsx at tbo death of the bubend. 

'll'bder t he pr11ent !'rocree81Yt rate eclledule , reddenh of oo• 
!'lWli ty ;-roperty Stat eo obtain a cr ... t edY&Dtap onr rea14enh of 
a tr1ct co~non l&w Statee, On the baei o of t he preeent law, aooum­
ill' a $1.;000,000 net eetah ac~red 4urtnc coYerture, and aeoumiD« 
that t he buab&nd predeoeae•• the wife b7 .. re than f1Ye ;reare, the 
total hderal tax 181'184 ~t both dlatha in a oo-t:r proper~ 
State would ..,.,unt tc $21116, 21.6, whereaa in a non-co~ t,. :<)rope~ 
State the tax at both dlathe would be $31fl ,J24 (aetaaint; a etatlc 
eat~t• ~~feetld b7 intereet &ccuoalat ione 1n both lnatan~e) . 
!hue the "!)!)l'Oxi,...te tax sdY&Dtage on such an eetate t o the reeidant 
of a community pro!)erty State would be $95 ,108. !Urtherwore , the 

<\llY""t~ would increaee w1 th· t he 1111 of the eetate. 

The a4Ysnta&e of oo..,...U ~ pro1)1rt,. Stat II OYer OOJ:II'IOn l aw 
Statll w1 t h re.,.ct t~ the J'ederal 11tah tax 181'114 at the tlDI of 
the death of ~ f i r•t ......,, .. 1a shown in the tabla bllow. 
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bble 1. :r.leral eata\e tax l1ab11.1t;y on eatatea 
of ~ecitied &ise 1n oo.....Ut;y IUld no,_oo-=it;r proper.t;r Sta\e .. 

----
I 

•tate tax llablli v let eatate I 
before exeuptloae I I 

Oo-'-t;r propert7 Stat .. (ID tbm>MIIda ot 1 lfo,..oo...ai t;r I 
4olllll!'a) lpropert;r Stat .. I .... Wlt I .Ab&Dt&p 

• ~ • 100 • 100 
5ltO 5110 

75 l,<J50 1 ,050 
100 3,000 • 200 2,1100 
125 5.625 1,~ 4,875 
150 8,550 6,95() 
200 15.300 4,200 11,100 
250 21 ,800 7o250 14,550 

~ 29,000 10,800 18,200 
43,700 18,300 25o4oo 

500 6o,JOO 27,JOO 33.000 
1,000 l6o,700 78,700 82,000 
5 .000 1,396.300 696,700 699,6oo 

10,000 3,583.700 1,1!05.300 l,788,4oo 
5Q,OOO 22,981,900 13, 181,900 9 , 800,000 

• (In :DAkin& the oomparhon), it ia aaiiWHd tht•t each ot the eetatea 
con&iated or raalt)' 50 percent, t&a9ble peraonalt;r 25 percent, 
coaaon ctock 15 percent, 1nauranee !'I!IJable to wife 10 percent, aDd 
that tbe entire eatate, 111. th the exception ot 20 percent ot the 
realtT aeqnired b;r the deoedent prior to liarri..p, •• acquired 
durinc oo~erture. 

A d1eturb1QC factor froa \ht atepdmipt of l!4tral. T:f!!Wl' ia 
the trend in the tortr DOD-OO.....U t;r propert;y Stat .. - troa the 
eo..,.,n law ooncept ot tboo wlte aa a ward ot the hnaballd toward tha 
co-.n t;r propert;y oonoept or the wife u a partMJ' in ..rrlap. 
BJ 1931 t-t7 ot theae tort;r Statea raoophed tboo •alldit;r ot 
oontrn.etual raletionahipa betnen laoballd and wit&. lJ Later data 
are 110t Pallable. In ouch Stt.t.t .. 1t h pooeible tor tboo hneband 

1/ Alab-, U'.canau, Colorado, Oonnecticut, :rlorida, Oeorlia. Iowa, 
lanau, 111 ahiPD, W.nne., ta,lli a&1ee1pp1, IIi eao'Ciri, .. 'braal<a. I" 
York, !forth Carolina, Ohio , P&DDql..ma, llo>v.th Oarollae, SOUth 
Dalrob. !!1114 hat nr11 nia. 
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ud wlta to fol'll u equal pertnarabip, t~ parturabip to bold 
t1 tla to aU propart)' acqi&S.recl ~111C ooYarture. !l!ba fomeUon 
of Ach a partDarelalp pl.¥•• ~ lllabaDA and wife 1ll RllatuUallT 
t~ -• poa1t1on with re~t to t~1r propu\7 aa 1t t~ rae14H 
ill a oo~t)' propart)' ltata. 

'1'lle dual wile of 1uql&i'T and 1o .. of rw- arla111C froa 
tllh IIOUZ'CI ebolllil. be al1a11latecl. !!be prea•t 1U.o1a1Ya at.tua 
of t he ledaral taz a. 1n recard t o co..wlit)' propert7 pr1nhc .. 
11 Wlil.eelreble. A •tbod reoo-u.a. for 1-.liata cone1il.eraUon, 
1a to make t he truater of tba r1pt of _.....,., and control the 
baela of the tas. 'l'llla wculd -• .. 1t.h a pr1• tach pnR~~>Uon 
t hat --c••t and oontrol of oo~t7 or .rttal proper\)' aa 
nateil. ill the lllallud. 'l'llla propoaal t o Mb •enp-nt and control 
t ba tas be .. baa b- e4Yooated b)' ~ tr.....,. D.part-t e1110e 
1920 ill reprd t o t~ !.A- taz. IDch a propoeal baa ,...er 'b­
illoorporateil. 1Ato t~ taz a.. '1'lle Jl>d!c1al atUtu. toar4 t~t 
proc~• _, be il.etel'llille4 'lllltll it baa act11all)' b- boorpo­
rehd into a., 

IV, 0o"'P&Ill&tOl')' fas Oil AcCUElatad o.;,1 tal 0.1Aa 

!!be u:iaUac l.aok of oooril.1uUoa bet- tba ~tal piu feat'Ql'al 
of t ha 1acoM tas aliA the propal'V truafar taz .. aaablea RbatuUal 
o.p1tal pilla to aaoapa 1- tazaUoa. ltleo1t1oall)', rafanaoa h 
bad t o the faot that *-ll propart)' wlllch baa lllhuolil. 1a Yalu 1a 
truaterrail. b)' ~r1t~oa, tlla accratiou 1A Yalu 11oap11 taatloll 
Wlil.er t~ OIIP1 tal pill a tas. !be trautaror, nwar actuall)' raalh111C 
1111 oapital piaa, h frM of the taz; tlla truatarM, Oil ~ other 
bu4, haY111C 110q1>1rail. tlla propart7 at Ua llicllar Yalue, ounot be llalil. 
liable tor tazaa Oil capital pine accruil. 1ll tlla lluil.e of the praoeii.1DC 
o~•r (leotion ll)(a) (5) , ~auu. 4ot of 19)6) , !bia tTPI of tas 8Y01d• 
uoa acquiraa p&rt1GIIlar a1p1f1cuoa 1ll the oaaa of oloMl)' hel il. INd• 
"''' •••••• all4 loac-tal'll oap1tal llolil.inca of taalliaa il.epallil.iac larc-17 
\!,pOll ill-1 troa 111\'llta•h• 

fila llWaatloll of tll11 loopbole h oonUacut 'IQIOil t~ ~llU011 
of a oo,.,_eatol')' tu Oil the oooaaion of ~ pnpart7 truatar, -* 
~-to..,. tu to be ...... oil t~ M&h of tile .. , 1 et14 ..,ual 
pint. !!bat ~ Wf,tal piu 1a quaUoll abooll4 be RJ>~aotail. to '­
Uon h olwiona. It allov.lil. be lotpt ill ainil. that tbh fol'll of taz 
8\'0iil.uoa 1a DDt -11arll)' 11l\laUoul. I•••t-h are rr..-tlT 
bald OYer loac par1o4a of tiM and paaal4 froa punUoll to ...... Uoll 
baoauN their rapnaaat lo&C-tll'll lJI\'11'-h for tao- poapGNI• 
raUlU'I to trail.e tlllll and ihen'll)' raalha oa the o.pital pilla ~be 
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.SU. to inertia, to lack ot acqua1ntauoe with iliToet••t prooe4ure, or 
to con4J.Uona i~ee4 'b;y the 'baootactor. J\uothenooro, the iu4J.Yi«ual 
who withhold• a11eh troa eale 11 eoDfthat at a 4iaa4Yau\ap b oo....,t­
eon w1 th the one ...., trade• •r• trequnUT 1u that he 11 U.,rlnd of 
the nui'ble uo ot h11 reeoo.rc•• · It follow• that a tax ~ae4 1IIPOA 
ac.....Uatod capital pine rill t end to et t.llato .-itT tra41liC oa 
the part ot thoea w!>o ot harwlee .......Ud not 4o eo . Bo...,.or, eillca we are 
bare conca1'1le4 with t he p l\IUillc ot a loophole 'll>lch hal t he potelltlalHT 
ot reu41r1JIC the b&elc cor.p1tal plue taz lu.rtocth'a, th11 lathr co,._ 
a14erat1on ia ot ID&ll eigD1t1cauca. 

The logical proce4ure tor tho traat .. nt ot theae ac-atod capi• 
tal galoa and one which hae -1• economic Jutlt1catlon would 'be the 
bpoa1Uon ot the HCQJ.ar capl\al p.lu taz on the occaelon ot tb.a 
property trauter 'b7 the lnco:rporatlon ot au.ch capl\al plna eUb.ar b 
the f iduci&rT incoae taz return t1le4 t or tb.a aetate or 1n the laet 
incone tax ret,.... ot tb.a ditceaeed. ll1 tber ot t hen proce4nree, ho...,..,.. 
11 certab to 'be held unconetUutlonal. 

I ince i t 11 ~aal'ble to qplT tb.a lnooae cozu~topt to thaee capi­
tal gaine, r ecoureo ... t 'be ha4 t o ..,.. other traataClt wblch rill of 
necualtT 'be leu eqnlta'ble. A. worloa'ble proce4ur• 11 &'fall.Ple in tb.a 
~e1t1on of au a44itional eetato taz with ~roprlato or..UtiliC tor 
1t ... a in tb.a utah not conetltutlag capital pine. !he ratee ~~~;~lo7ed 
in connection with tb.a propoee4 capital pine traufer tax , whioh tor 
eta.tutoZT pu:rpo 1e1 ID&T 'be referred to ae the lui Ual oetate tu:, would 
'be identical with thou oaplo7ed for the b&lic utah tu:. 

1'be propooed capital pine tranotar tu: would 'be OCIOpl1ted ill t he 
li&Dilor 4eocri'be4 'below aud would l ea.,. the 4etora1natlon ot the bade 
utah tu: Wl&ffocte4 excepUnt; tb.at t he capital plna tranater tax 
liebillt7 .......Ud 'be allowable aa a 4e4uction tron era•• oetata tor t ha 
purpoea ot 4atera1nine the 111t taxabl e aota.te. 

1'be capi tal pino which 1t 11 p ropoeed t o taz uu41r thio 1\ft 
capital pina t raoetar t u: are olllT thou that h&'fe 1QC1'1114 to 1'111 
••tate. ttoqkt. y4 bod•· !hie chara.oterisatlon, bonY•r, la ao\ 
r eotrictod to the r eal astate reported on lche4nl e 0.l1 au4 etockl aa4 
'bonde reported on ScM4ule "111 ot the eetate tax rot,...., but abo t o 
thoee CI'OUPI ot real aotate, etoclte, au4 'bon41 wblch ~rlae J ointlT• 
~ propert7 au4 are reported on Schedule ... , or rwpreeont inhreet 
in copartnerehlpe and \IILlnco:rporated 'bulillle111 and are reporte4 on 
lcbe4ule 1 7" ot the eetata taz return. !be procedll.ra ot n.luUon 
...,lo7ed 1n the 4ahr.olnat1on ot tb.a capital pine lhould 'be saM to 
corraepond t o the YalU&tlon procacbl.ra ~~~;~lo7ed tor tb.a pa:rpoea ot 
dater.ll1n1nt; ce;~l\al pine 1n the incoaa tax. 
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fhe capital caine tranefer tax liability ia to be deter.nined ao 
follows: A tantatiTe tax ia to be co~uted at the regular estate tax 
ratea on the 111t1re uount of the crooo eotato without the allowance 
of any deduction• whataoevar. J«a1nat thia tentative tax there io to 
be permitted a tax credit, co~~q>uted at the regular utah tax rat .. 
on an amount which will be the - of the ad,juated baa .. for real 
estate, atocka, and bonda, and the ourrent ~~arlcet of all other groaa 
eotate aoaoto. fhe differ~• between the tentatiTe tax and the tax 
credit tina deterained will be the capital pina tranafer tax or tho. 
initial estate tax liability which 1a to ba allowed aa a deduction for 
the purpose of comput1ag the baa1c eotato tax. 

Capital loaeea on real aatate, atocka, and hondo are to be coaputed 
on the aame baoia aa io now dona for the purpose of the income tax, 
Jlut ouch loaoeo are to be diaallowad tor the purpose of the ir.1t1al ea­
"tate tax to the e:rtent that the7 are in exceao of the tasable capital 
gaino. In other wordo, the uount of the tax oredi t can never exceed 
the amount of the tentatiYe tax on the total groao ••tate. 

It followo that in aome eaaes the computation inherent in the deter­
mination ot the initial eotata tax will result in little or no taxable 
gains. furthermore, recognition of loauo will aern aa an incentin 
to bold on to worthleu aeouritleo which would otherwlae have been dis­
carded, and will alao enc0U1'11&e the purchaae of eeouri tiu i:lvolving 
great riok on the theor7 that ahould the7 prove worthless the7 could be 
uoed by the eotata to oftaet initial aotata tax li&bilit7. It maT, 
therefore, _be, expected that the adoption of the propooed initial estate 
tax will briDg to light a e;reat wppl7 of worthluo il:Yeatmenta which 
have gathered daot in the faa117 Yaulto for m&n7 7aars, fhia conaidora­
tion notwithotanding. loooeo mnat be recognized to the extent of the 
gaina, for no recognition ot loaeeo whatenr would represent a COil!Promiae 
in principle while the unl1a1ted reco~tion of loaaea would , in aome 
inatancea, reault in a n-satiYe tax which would properlY be creditable 
againot the baaic eatate tax. Aocord1ngl7, loa••• muot be limited to 
the extent of t he pino. 

fhe ettecta of the propooed initial eetate taxco illuotrated on 
the attached table which ranala the operation of the tax on .. tatea of 
Yarioua ahao and ot Yarloua o......,aitlon. It will be obaened that the 
coiiiJluted initial eatata tax liabilit7 bear• no fixed relatlonohip to 
what the tax liabilit7 would baY• been had the capital ga1no been tull7 
roalhed and taxed Wl4ar the incoaa tax. fhe reault1111: inoquit7, how­
evor, 1a 1e .. than u:t at firot hand be aol\lllled, aince the accumulated 
capital gaina are in affect taxed at the top bracket• ot the eatate tax 
ochedule which baara a pneral relationehip to the traneteror' • inco1:1e 
1..-el and tbu.o to the relaUn inooae tax burden that would be iDq>Ooad 
ware ouch capital pine wpert.poaed "QPOn hia normal regular incoe~e. 
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!he propoaed in1Ual eatate tax 1a aul>Jeet to the erlt1chm that 
it discl'1minataa ill favor ot appreciated capital aeaeta other than 
real eatate, atoeka, &D4 boDda. Peraaa&l propert7 &D4 collectors ' 
i tma t-.ra cuea in point; an a:!'Preci&tiOII 111 their value will retl&in 
untaxed. ~· inequity notwithatlll\41116, the proposed arb1tra:ry claed-
1'ication ot aeseta h nece .. i tated by the fact that 8117 other procedure 
170Ul4 rectuire a dual T&lu&t1011 of nary d ngle it• ot propert;y ill an 
indiT14ual1 a eetate--Taluatlon at the time ot death and Taluat1011 at 
the time of aequ1a1 ticm 'b7 the deceaeed. !he taak of proTldiD« data 
r egarding T&luaticm of propert7 11t the time of acquiol ti011 would in 
the first instance devoln 11p011 the executor•, who mq or 1:1&7 not h&n 
been left in :poaaHdOD ot the facta. In the ennt that no r ecorda were 
left behind, 11b1eh would be likely in the caoe of ;>ersonal :pro;>erty, 
the reconatructiOII of aequiaition :price would be an exceedingly diffi­
cuU t eak. Since the dual T&luat.ion ot nery individual it.., of aeoet 
in en eatate would create difficult adminiatrative ~roblemo, it ae~• 
&dnoable to reatrict the :propoaed cn:pital caine tai to ~reciation 
in the caee of real eatate, atoclte, end bonds. !heoe genere.l categories 
preaent COIOlpe.n.t1nl;y little difficulty with reapect to T&luaUon ao 
of date of acquiai Uon alnce the date. are already reC[uired tor income 
tax , Ul1'o•••· 

T. COIOlplementa:ry l!ertoicma in the l'ederal Gift Tax 

In line with the roTiaiona ot the eatate tax proposed above, 
certain ch&ngea should be made in the atructure of the gift tax to 
oainte.in the coo:plementar;y relationahip between the tT.O. No e.ttempt 
h here oade t o dllcuoa the adequacy ot the :preaent gift tax u a 
cno:pleaent to the estate tax. !he.t :probl•, 1nvo1Ting :pril!l&l'ily the 
coordinaticm ot the two taxea will be made the aubJect of a ee:parate 
oemorandulo. '!he pur:poae ot thh aect1on 1a more Umltedl To focwo 
attention up011 thoee ch&D«ea in the gl.ft tax 11hieh will a11tomat1cally 
be called tor by the above-recCialllended reTiaicma ot the eatate tax. 

1. It hu been :propoaed ill the pr eceding aec-
tiona that the apecific ez.-ption of $40,000 :provided by 
the eatate tax be reduced to $20,000. .t aimilar reduc­
UOII tram $4o,OOO to $20,000 8houl4 be made in the apecitic 
exemption p roTided 'b7 the gl.ft tax. 

2. '!he awcific ez~t1011 afforded in the cue ot 
the gift tax ahoul4 be ot the a81le tn>• u that .-ployed 
in the eatate tax. It haa bean ~ointed out in COIUieeUon 
111 th the eatate tax that the T&Di.ahing ezem:ption h the 
moat deairable of the three alternatives. 11' a veniahing 
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tot~ticm 1o incorporated into the eot&te tax, it ohanl4 
&lao be .-ploTad in the gift tax. It hu ba• vpd that 

in the ...,t tho 1'81liohl.Jlc tJpe ot totC!>tlCIII 1o not lD­
corpo:ratad into the oot&te tax, but it the pl'eoaDt r&te 
ochadulo 1o l'aJ>laCad b7 cme em the tot&li tT pl&D, the 
cooatant ax"'J)tiOD 0\ll:llt to be Cl'M tad in .tam a ot & ccm­
atant tax cndi t rather thaD in tho tono ot & dadw:Ucm 
tr .. the taxable baao. liT the aaae taken, it tho 1'81lioh­
iDC tJpo ot e~UOD 1o not incorpontad lDto the gltt 
tax, the c011atant eltC!>tlon J>rorlclad ohoo.lcl be CI<J)reaaad 
in tal'!lla ot a con a t&Dt tax cradi t rathu than u & 
cladw:UOD troat the otharwiao taxable bue. 

3· It hu been rac-aclad &bon 1D eODDactlon w1 th 
tho eat&ta tax that tho ex.-pUOD ot chuit&ltla baqueata 
bo elillln&tad and 1D i h place & tax eradi t Nbat.i tutad, 
auch tax oraclit to bear that :ratio t o the tote.l tex li&• 
bilit7 which 50 ]>ercant ot the charitable baquaat beara 
to t.ha not oatate. 81milar conaiclorationa point to the 
a4'riaa.b1l1 t:r ot corroapcmcllng tree.t.•t ot obari t&ltlo 
gitta . 

4. It hu been auaeotad abon in connection with 
the eatato tax that tho p roaent bracket rate achadule 
ohould bo ropl&cad by one on the tote.llt7 baala with 
rataa ~na !rom l porc•t em taxabl e aatatoa .. oaat-
in& to l eao than $100 to 75 J)erc•t on net oatatn •aunt­
in& to $100,000,000 and onr. l n ... t.,. .of the oc.pl-.>tal')' 
relationahip ot the two taxea, it tollowa that a totalit7 
rate atrw:tura ahould be iDCOl'J)Oratacl into the Citt t.z, 
tho ettecti'Ye rate at each oteJ) to be three-quartero ot 
that J>r opooad tor the eotate tax. 
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.&.. Iatro<lucUoJI 

llowl4 fiooal pra4Ueo r.qairoo thai the ea,.>l-JiiaiT oouU~ 
eJib of U¥ \as •:r-- be proper}T ooor4111&ie4. llv..ch onr«'•Uca 
liNd JIOi ueeeeu"U7 ~ uaUon1i7 b the \as 'bar4ae S..,uM. 
lhc, howe ow, the 4Ufer•Ual. 1a \as 'bardeJio ~•ecl 'QPOD elth&r of 
two capl-iaiT \ex lauoo h cr-i«r or leu tbaJI \l:lai oaloulaiecl 
\a •lrPI"••• the pret-oe wbioh U h 1Jitad.ecl w beeiow 'aPOD the ou 
or the pual.\7 'lbioh U h laiuolecl w ~·•- the oth&r, 11114 
110re parUwlarl)', ....,. the 4Ut-Ual. b \ex 'bardeJie 'O'U"loo troe 
eue to oaee or h 110\ valton 1A all oaee•, ooor<UII&Uoll ou be 11&14 
to be leoltiDC, 

.. \eto ad ,Ui '--• oa,.>rho ou phuo of iuailoD ill whieh oo­
or41Aet1on h eepeolall7 ~or\ell\, lloth are lniecl ..,OJI the rlpt to 
bwulfer proper'T: the OIUI 'aPOD V....fere a\ 4Mth, U.. oth&r­
t~ar• dm'iDC Ute, Ii toUOft \1:1&\ the v.-.., aeeor4ed the•• 
cc.pl-DiaiT \ex laueo b7 cnar \as lan eh<Nl4 be haftoalou, Plal>Uo 
pollq aq proper}T ,tuUf)' the lllpoeUlOD ot Ucbi«r or IIMft«r ~ 
4eu- elih«r ot the •-· U, tor lu\elloe, 1i h 4eelrecl t o -
eourece ihe 41oir1but1oll of tortu...e 41lr1DC the litett.e of their 
oWDere, preter81li1al irea-Di aooor<led l11ter rlYOo cifb, u oppoeed 
to irmofero at 4Mth, h readl}T reooDollebh with eoor<UJiaUOJI, 
1bell, howner, the preterut1al ireaill•t accorded 1Dter rl•o• cifb 
1o creator ihall that required b7 publlo pol1o7 •4 wh.., the pret•­
Ual ireaill•t h Dot accorded valforal7 w all 4oDore , wUh the rercali 
thai the beuflto aceru.iJI« io oM 111411"141l&l are releUnlT creatar or 
leoo ihall thooe acoralDC &llOther, la.ck of ooorcUJiailoD uiob. 

Ia ihh reepeot. the pru ... t J'ederal eo\eie ad the J'e4eral cit\ 
'-eo are ill preulDC Med of ooor41Jiai1oll. the lleed tor ncb ~ 
tlOD -t•• hca the foUowlJic oou14eraUoua 

(l) the ctn \as hu creailT reduced the eftecU..uu of 
the eo\e\e \ex b7 attordiJic nbo\ellilal opportualq 
tor redlloiDC \as Uablll\7 1Dol481lt to proper\7 
truetere . 

(2) fbe opporhal\7 fer NdlloiDC \ex llablll'T 1ll We -
.,.r h 110\ uait~ aftllebh wall 111411"1~• bod 
ftl'leo wlih ihe1r \Haoferallh .--lth. 

(J) a. NdlloUoa 1a the \ex lialiUU7 '110"'•' w proper\7 ir-t•• aftUable *"""" 11li«r '0"1'100 citb h cr-t«r 
\l:lall Ulai required b7 pUllo poUq, 
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( 4) ~ 4h \rilloaUoa ot MW.t.. tbr<nlcb btn T1 ....,, cifte 

111ooanpd '117 U.. preferctlel. t.r-taut aecor4e4 1t 

t or W.Z pazpo ... &114 U.. ~t re<lllc U o11 ot proper tT 

truatera nbJeot to U.. .. tate w.z baa re411ce4 U.. 

-t ot 1JIIIarit&oa &114 11tate W.Z r"'e11ue aYailable 

t o IW.tla, 

ll. ~ a:htl¥ lack ot ooorclillaU oll 

~ uae of l11ter T1TOa cUb -.!>lea a c011opl CNOUa reduction ln 

Ja4erel. ~er W.Z lNrcl.c. ~ a4ftlltacea ac.....nnc t o the ta:lpqer 

lnharant 111 the lift W.Z aa oppoaa4 t o U.. aatatl tax ..,..ta troa the 

aa,jor .,....,,, (1) ~ lift tax rata aoba4ul.a h three-quartara of tho 

aetata W.Z rata aaba4Dl.e; (2) the cUt tax rata achlclula eppl111 to 

the _,_t ot the t r.aatar atter 4MuoU0111 tor W..:.a, 'ldlilo that tor 

11tat1 taU a 11{>1>11•• t o the .......,, of the. t.ruafer , inel'G41DC the IUIOUI& 

of the taxt (J) U.. clft tax attorda U~~~PUOII& in a441Uon to thooa 

atfor4a4 '117 the eetatl taxt (4) the ue ot bter T1Toa lift• ~~~&'blea 

a d.oo.bla uae ot the l owe' llraclteta t or t.ranafar tax purpoaea , tbua 4e­

r-unc procre11i011; 11114 (5) U.. ua of bter T1TOa glfta -bl ea a 

reduction ill ille- W..:.. '117 ~~~&'bllac U.. llrlllr::I.Ac up of larp bcoeaa 

illto ouller =ita with the &e~JIC ~tlpla uae of a~Uoua an4 

lowar llraclteh • 

....... of u.. procreadn cbarac tar or both the be- tax 11114 

propartr t.ranefer tax rata etrv.otar11, the tax a4T&nt86a inhara11t in 

the cUt tax fro. the abon 1 1 aratl4 eoiUii4eratloiUI , h 110t uniforel.7 

aYailable to ell 11tatea. ~ Tel.u of the 4cro.ble uae of the trua~ar 

tax u.optlone c4 lo'INJ' bracbta &114 the Tel.ue of the llultlpla uae of 

be ... tax ~tl0111 &114 lo- bradtah cron 110re than proportlonatalr 

c:r-ter with the iJlor ... a b U.. aha of the ta:~pqer 1e t ranaterabla 

f'ortuz.e. 

Icaor1ac the profitablceea of btar T1Toe lif tl 'ldlich .....cn.e 

fro. a rl4nct1oll of b- W..:.e, ratarcee t o the ace~ chart 

will 1'8Tael that 111 tile oaae ot a t5,ooo,ooo 11tate, t or t...te11a, an 

eetate tax l1abll1t7 ot $1,9()l,laoo oan be racblcl4 t o $1,029,455 '117 __. 

i nc a cift 11f the 111tire eetate ....s to f9T6,059 b7 MldDC a Ja41c1ou 

dlatrlbutlon of the _...te betwe111 liftJ an4 tranatere at death. In 

the11 thrM el.t N'Mtlna, the attactln ratea of tile traa.tar W..:.a are 

r11peoUn1J JS.O percant, 20.6 paro111t c4 19. 5 per<*lt of the totel. 

eatata. 011 a $100,000 aeta\1, \be tra~U~tar tax Ua'lllll\7 oc be re­

duca4 tro. 4.2 paroet to 2.5 peroant '117 dlepoeiDC of U.. cUre eatate 

thr~ litta &114 to 0.25 peroant '117 a ,1'1141cloae el.lo~~atlon of the 

eetata 'lletwelll cUte &114 tranatara at 41a\b. 

Jaru..z.ore, the ~- of pt-Oj>ll t7 '117 cUt IUTII to re4».ce la­

CC.I tax lla'llilitr. :hr parpo ... ot illuatratlca, u.-e U.t a per1011 

with propertr Tel.u.M at tl,o,ooo,ooo &114 rhldlnc 3 per cent per AIIIDI 
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diopoaea of $5 ,000,000 by gift. ~ ~1 incoa8 of $300,000 io DOw 

dirlded for iDCODe tax purpoaee be t weeD two ta:.r;payero. The reaul t 1o 

t.!lat the surtu l1ab1lit;r OD ouch inc=o ( ~ enUro $300,000 &aiiUZ:Itd 

to be Dot iDCOIIe) h rtdw:ed !roe $151 ,)6<> t o $116,84o (both partha 

aaauoed to be 1.1.1111&ZT1ed) , la.rply aa a r eaul t of the esca.,e from the 

hi9lar bracket. of ~ iDcOIIt tax. !Ina, iDcooe tax reve~uoo froo 

tllla :>a.rticul&r praperty h&Te beon reduced b7 $34, 520 par &n..,.., 

DiatriblltioD to aenr&l donoea, r&~r tll&ll to ODI &lone, would enable 

aubotanti&lly cre&ter reduc tion• • 

.bide froa 1nequ1 ty between ~era, 1t lhould be noted that 

tho MT&nta,e &!forded b7 ~ citt tu &I oppoaed to the estate t ax 

oa t erially reduce the riT&DUe aiJI>l.ficance of 7ederal tra:u!er ta.xae. 

All 01 to.te of $220,000, illClu.diDc $40,000 of inaur&llce , can be t r ana­

ferred b:y tha owner to hie wife &Dd three children t ax- free b;r gift 

diotriblltion OTor & p eriod of fiTI :ya&re &Dd a tranafor Qf tho recainder 

e.t dellth. For the J'eder&l Gon..-nt to prorlde tho aeana f or o:;;IOI!lt1JI& 

estst ea of aueh aizt from trant!tr t&XAtion aeooa in&dTiaable in t he 

11gb t of preotD t J'eder&l reTeiXUI Deed a , 

Partly aa a result o! thia l~ of coordination of the estate end 

tho Sift tax and in part becanea o! the atructural defech o! tile pruont 

ostnte tnx, p reTionel7 di aoneaed, t r anofer texts occupy e. r elativol;r 

minor role in tha JAorican roTeD\lo otructure. Durin& recent yeart 

Federal and State taxat on prapert:y trenofera aceouotod !or little 

over 2 porcut of all public riTenues iD t he tJnited Statu, in contraat 

with 4 percent in Jllatr&lia, 7 percent in 01-eat :Britain, and 1.0 per cent 

in Uer. Zealand. ~oe comperiooDa, let it be DOted , are particularly 

ai£X>it1cant becanee ,.. are hera coDcarned w1 th ooe of the fe" conat1 tu­

enta of tho tax 171te. capable of ~ ~licatioD of the ebil\ty top~ 

pri.nciple. 

In thoOI"J' a t leaat Con&roae has itoel! recoc;ni :ed t he i:Dportance 

of an effectiTa property trMofer tax for it enacted t he sift tax in 

order to defeat the tr&na!er tax eT&aion aade pooai ble by t ho ~se of 

glfh inter rlToa. Prior to the paaallfle of the (;itt tu, it r.as ? 00-

sible to ev&de completely ~ eotate tax b7 the diatriblltion o! ? r operty 

thrOUI!l• l;ifto . 

It 1a ectu&ll7 traa that 1n apite of ita e:JACt~~~ent o! the .:;itt tax, 

Coo,:;roae did Dot wiah to deatror ctirel 1 the i neeDtive !or i nter rlToo 

cifte. On the contrar1, it del iberately oado inter TiTOI clfto a ttrac­

tiTe for it dealrad to UCOIU'&ee tho diatrib\ltion Of estetea duriDJ the 

li!etiae of the OWD&ra. !hat ia to be infer~ed f r oo the fact that the 

(;1ft tu rate atr=ture, aa uactad in 1932, 1934 and 1935, baa coD­

eietentl:y been thre e-qaartera ot that epvlicable t o aotataa. 

It ia &lao poaoible, ~DOt probable , thet Concre•• was tully 

c0£1liAilt of •- of tho other ad....,tace• th&t rJ> with inter rlToo jpfta 

in the p reout tax atruc"'"'•• &Dd th&t it h&d b t ud.ad to or:er theaa aa 

&ddition&l i ncutivea . It h aora probable , ho•nr, that tho adTI.llia&e 
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&<:CJ"'l1ni; :f'rao the UOO Of 1Jlter rtTOe r;ifta 1e croater than that contea­
pl&tod by Conueoa. But whether that be the caee or not, it ..,.t be 
lll&int&111ed that tho utent t o which tho uoe or inter rtToe pfta 
unduly deetro;yo traAofor tu reTemae and booton a Tar;yilll: decree of 
&dT&nta£8 upon ditroront t.xpa,rero, tho proo011t arr...,_ent 1o unde­
o1re.ble end ohould be -nded. J'artheJ'IIoro, i t 1o undeoir able, inoofar 
&o it doprhoo Staho of that portion or utato tax rnenue which they 
bad been led t o bell no -. eanaarked f or t~ lllldAor the eredi tine 
dertce <>f the 1926 .Act and on the baoio or which the;y baTO tonrulated 
their own inbari tance and .. tate tax pol1c14o, 

I t will bo recalled that when the creditlnc prorto1on -• 1ncorpo­
ratod in tho 1926 IIOT..me .Act the Stataa wore led to bellne that Concrooe 
bad intended so percent or the t ranofer tax rneane to be doo t i ned tor 
St&te cof fero, rotailll.nc oD.l.;y 20 per cent tor the J'ederal treuur:r. 
Subaequently, tbe J'odoral eatate tax ratea n ro creatl:r 1ncraaaod 
w1 thout " corroepondinc oxpanaion of the a cope ot the credi tine prort­
sion. In eoneequenco, tbe rel&tiTe t.portanee or eredito for tuoa 
pild to St&too, cJel•<td ecaiut J'ederal oet&to iauo, declined fr= 76 
percent of total J'odoral tax liability in 1931 to lS. J pe.rcent of that 
i n 19)6. The d1uat1dact1on which baa accocpan1ed tbio cra.dual e:q)ule i on 
of the Statu :f'roa tho daath tax f ield baa added creaU:r t o tho exht1DG 
Fed•ral- St&te conflict 111 t&xation. 

':be o1tuaUon baa boon BQ;r&Tated tllrther by the 01&1111er 111 which 
the J'ederal Oonnaont doolt;ned 1 te cit\ tax. !!!be fact that the e:dat­
it>G relatiouhip of the &itt tax t o tbe eat&te tax aerTee t o encourae-o 
i nter Tivoe gltte, auto.aticall;y conep i roo t o r educe State re•enuoa , tor 
it redueee the Toluae or p roperty t r anefera taxable under State death 
taxeo. I n the eaao ot the State ot Uew York , tor inetanee, State !local 
official• eetiaate tbia to 111To1Te an &nnual looo in reTenuo of tq>:9rox• 
i.me.tel)' $4o ,000, 000. 

States i n tbei r quest tor &dd1t1oD&l tranafer tax reTaauea baYo 
countered !'oderal actlrt t :r by Ulpolinc add1 tionol State daath tau a fre­
quently IIDch 1n U40ao or so percent or the 1926 J'oderal eotato tax, 
thereby undoinc what r-.lna or the bono f its or the credi tine dnice, 
In &ddition, to protect th•uel Tee aplnat the lou of rnonuo throUGh 
gifts , they baTe t&kon t O the enaetllent Of r;ift taxee, 1f1aconain, 
Oregon, Virl;lnia , Colorado , 111nnesote., and ll'orth Carolina h&To enacted 
cift taxes since 1933. 

Similar le~slation ie pendinc in Bow York, Connecti cut , Delaware, 
Indiana , and llauadmaotb. 'l!mo, a new oourco or !'oderal..State co~>­
fiict 1a r&l'idl:r dnolopinc, which C&1l only bo &:q)oct ed t o l!lllther ao­
"ent=. 
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C. hopou.l for tho coordination of tho Pecleral 
ootato aa4 £1tt tax 

In now of tho oxhtiat; conflict 'bet .... ., tho- Federal eatah and 
an4 the J'ederal citt tax, a coordination of U.. two 1a u:rgenU;y needed. 
Such coordination can 'be achhYed b:r T1n1114! inter TiTOa gifte ao 
tutel&ente of propvt:r tr&~~.~fva aa4 T1n1nc tho \axea on ench (;ifte 
ae ~ote on accOIIAt ot tr&ll.ltv tax lb'bi.lit;y at cl&&th. !be -oroce­
duro 11 theorot1call7 eOQIId. Both taxee are leTied on pr oper t:r t rau­
fero. !heir o'bjoct1Yo ie tho taxation of propert:r tranefero at cl&&th. 
To preYent an ..,..ton o.f deeth \axile throueb inter TiTOa sifte, tho 
(;itt tox 11 t.po11d. It nch gifte could pr oporl:r 'be recorded and if 
there vvo u unranco of tho ""-c:r of tlmda in tho ree141141 eatato 
tor tho p&JDent of taxoe on all property tranafore, includiat; t hooo 
m&do duziac tho l i fetlao of the docoaood , thoro would be no neceooit;y 
tor taxi at: gifh at tho t111e of their occurre11co. :Becawao of tho 41ft~ 
cultioe in.-olnd in c~l;rlat; with theoe conditione, the practical 
alto:rnatin of t&xlat; gif\o, *"" tho;r tolco place aa edopted. To Yiow the•• gift tax••· collected 'b;r the ao ............. t boc&U .. of elQ>edienc:r' 
e.o P<Q~~onto on acCOWlt of ultiaate eotato taxoo h tho lopcal •no"t 
atop.. 'rho concept 1o not ...... bllt 11 alr&&d;y present in the c11't 
tax &Dd f ollcnra losicall:r trCD tho Concr011ional concept of tranafor 
t"""'· 'rho oxioUa& girt tax etatllto T1owo the taxu l.apoeed on &lliiWLl 
«ifte aa ~nh on accowot of final «itt tax eottl eaont . .Ad4.1t1onal 
fUturo g!.fte cr&&to a tax l1a'b1lit;r calculated not onl;y 011 the aDount 
of tho last Ulllt of tho cttt btl\ rotroe.ctinl;y to tho amount of tho 
firot giftl taxoo paid on 8llCh forocoinc gitto are considered aero p re­
pe.;yaento t o be cro41ted acainot final g1ft tax li~bi lit;r. (Section 502, 
:a .... enue .let of 1932, ul'lded.) 

bt Concr••• iholf cone14e.rod tho two taxae ina~lo 11 
oT1dencod b;r tho roporh of tho t..O com1itto01 *ich conddored tho 
citt tax in ito firat etageo in 19321 

1 1n ohort , tho dooiCJ1 1o t o illpo .. a tax which aeuur~ 
bl:r approacbeo the eotato tax *ich would bon 'bee 
pq.ble on tho donor'• deeth hod the gifte not 'bee 
a&do &n4 tho proport:r gi'YIIl hod conotitlltod hie eo-
tate at hie death. !l1e tax will roe.ch gifh not reached, 
for one roaoon or another, 'b;y the oete.te tax • 

• • • • • • Sine• the c1ft tax 11 &11 aci,Junct of the ··­
tate tax which 1o not roouicted t o tranofera m&do within 
a oinclo ;r&&r, an offoctin Cift tax -.t f;in COillldor ... 
\ion , 1 0 fez u the rate of t.a:: la eoncerD.ed, to traaa­
fero u4o in prior ;rean.• (c-tiU" on Wa:ro and_, 
IIAoport to accaapan;r ll.ll. 102)6, pp. 28-29, and c->ltteo 
on J'inoaco a-port to accoiiJ)&Il1 11.11. 102)6, p. 4o.) 
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A eioil&r new ... e2Preeeed b;y Juatice Cardoso when be obeerred 

tbet 0 The tax upon citte 11 cloul7 related both in etructure and 1n 

t o tbe tu upon tho•• tr&n~fere tllat telae afi'ect at death. 

~ mecbeAlcal aapech of tbe inteuat1on here propoeeci are 

relat1Tely eimple. Let it be aeoume4 tbet it ie deeired to encourace 

tranefer by inter T1Toe c11'te to tbe extent of continuln& to grant 

a 25 percant tax eciTUtace oTer tbet incident to propert;y tranafere at 

death, The taak then h to deaip a meobenia 'Obl.ch firet , will cin 

e:t:Cect to preciul7 tbet tax &dTUtace , not one creat;;:-or oaaller; and 

~ffi;f.i~'Obl.~ch will ~ford a tax &dTUt&ee un11'o""l7 aT&ilable to all 
1 irreapecthe of their traneferable wealth. Theae roqulre-

!:lenh can be &c:hliTed b7 tbe followinc arr._enta 

(1) Retain tbe 25 percent differential inherent in the 
exht11>6 c1ft tax and tbe .. tate tax rate stl'Ucture; 

(2) Chance tbe exhtiJI<: net c11't tax bue to one deteJ'Dined 

b7 tbe I!IDOWlt of the tranofer before deduction• for taxeo , 

coll!J)&r&ble to tbet uaed 1n taxation of eatateo; 

{3) Conolder tbe i&xel paid Oil inter TiTOI Ciftl &I i­

ot&l.aont ~ento on aeco>mt of final eotate tax .. ; 

(4) 

(5) 

(6) 

Include in the taxable baae at tho ti:Do of death not 

onl¥ tbe reoidual oetate r..ai~ after gifto, but 
aleo tbe Talua of propert:r prwrloual7 reported for 

cift tax purpo .. o; 

Coll!J)ute a tentatiTe eotate tax liability IIPOn all of 

tbe p ropert7 41apoaed of b;y the decedent both duriat: 

hie l1fetl.ae and at hia death; 

Credit ~not th1o tentatin tax 11ab1lit;r (a) cift 

taxeo paid and (b) w.ch pr•iUD upon tbeoe gift t&xel 

&I ouffiCII to 12Prlll tbe tax &4T&nt&4il tbe Gon,.,..nt 

duirea to ~ford inter TiTOI C1fto, 
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tiAder toM exhtlng rate oti'Ucture, the clitl:'eren­

tW in f'a.,.,r of GUt -· h 25 percent; the ubte 
tax rateo are o-thlrd hisher tbaD toM «Ut tax rateo. 
J.ecord111617, a $300 cift taz .Paid duria,;; lite 110Uld en­
UUo toM eotate t o cl&illl a $1100 tax creclit (.JOO c1ft 
tax + 3}-1/3 percent prlllliua thereon) ac&1not. the ten~ 
tiTe eatate tax liability at death, 

1), Operation of the prCTOoaed llethod of eonrclinat1on 

~e coordinatins doTice here propooed introduce• little departure 
froc proaont tazat1on of property tranafera and iapliea a t ax a~~ 
t1Tt ~ Tery 1~1&1' t o thet now em,lo78d, A apec1f1c ·~1• ahow-
1DC toM operation of both (l) the ex1at1116 law and (2) toM propoaed 
deTice h here preoentedt 

(l) !ax liability under the ex1tt1!14> lawt 

ca .. (J.) John Doe baa a fortune of $5,000,000. Ria 
eatate at the Uae of hia c1eatll will be IUb-
Ject t o eatate taxea emo-.mtlnc to . l .90l , lloo 

ea .. (ll) It, hOWTer, he 4f*PI'••• of halt of hi a ..­
tate by cift and re~n• olll7 halt of 1t ill 
bia eatate , to~ eetate and gift tax•• 

Caae (0) If, on the ot.Mr hand, he make• a ainsl• 
citt of hia entire property c1le he h 
ali... • toM cift tax will aa\lll t to 

Caee (D) If he retain• $6110,000 in hit utate and 
Mkea a ctft of the reot , the c.,.,b1ned !:itt 
end eotate taxea will &a~ount to 
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(2) !!M ootata - cUt tax UUW~ 'IID4er the coordint•Uon 
~co baro FOPOMd ad l!fiiiiii'Dtad at a:hUJI& .. taw an4 
citt tax ntH, wUl, 1a • f<IV ...... cited, 'be 
u followr• 

I I I I 
I C...oJ. C...o ll I ea .. c I 
I I 

Total Yllue of property $5,000,000 t!S,OOO,OOO $5,000,000 
Total Yllue or cift 2,5()0,000 5,000,000 
Gift tax oxeaptioft llo,ooo llo,ooo 
Uot taxeblo cift 2 ,116c,OOO 4,~,o00 
Gift tax ~.300 1, 6 ,050 

Yalne of ootato at du.th 5 ,000 ,000 2,5()0,000 
Yalne or cift r eported for 

tax pw'])OOOO 2,5()0,000 5 ,000,000 
!entat1To eotato tax baao 5 ,000,000 5,000,000 5 ,000,000 
:r.tate tax oxeapU on llo ,ooo llo,ooo llo,ooo 
'lentoUn ne t eotato tax baeo 4,96o,ooo 4,96o,ooo 4 ,96o,ooo 
'entoUn ootato tax l1a.bUit7 1,9C1,4oo l,9Cl ,4oo 1,9C1,4oo 
Crod1t01 

Ill f t taxeo paid 549.300 1 ,426,050 
Gin tax prc1um (l/3) lSJ1100 ~~~N~ fotal orodi t 732, 1100 1,§0 , 

E.teto tax pa.ya.blo a.t do&th 1,9C1,4oo 1 ,169,000 
Combined tranofer '"" l1abil1 tyr 

()1ft tax 1 ,426 ,050 
Eotato to.x -fotal 1 ,426,050 

C...o D 

~,000,000 
, J6o,ooo 

llo,ooo 
4,}20,000 
1,175.700 

Gllo,ooo 

4,; 6o,ooo 
5 ,000 ,000 

llo ,ooo 
4 ,96o,OOO 
1,9()1,4oo 

i , l75 .700 

333,800 

1 ,175, 700 

~·800 1 , .500 

!he rosulto of the .. co.p~>.taUona aro preoentod IIUIII:>&I'ily in the 
f ollooin& table. It 1o to 'be noted that Oaoo C, rather thaD C...o D 
r ocoino tho cr-'-•t adT&Il~ 1lll4er tho propoood aothod. ~ 
u Oaoo C 1o that of total dlotri'llllUon b7 cltt , 1t cu 'be ..,..U.~ 
ooon thot the pr opoood proooduro 1o 1D coft!oraitr with the 1ntont of 
publ1o policy to prorl~ an inconUn to inter TiToo cifto, the tax 
adTM~ dopond1111: on the a:\ant to 11hich propert)' 1o dlotrlbutod b)' 
Cift. Of OTOn goa. t or oignifie&nCO , bowOTer, 1o the f&e\ thot 
the referential traatmant accorded intor TiYoo !to 1o wdfon 
t t , n.aael7, 1 ercant on au usounte u are ac 

rt taxoo. 

i 'lheoo ocq~Utationo ignore tho t5,006 annual Cine t o &n1 ,.,.bor of 
different indlTidualo wbl.ch aro u.pt rr .. the pr•on\ clft tax. 
Soo p. 50 below. 
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A. 
ll 
0 
D 

Coapariaon or eff ective tranarar tax ratee ~er 

uia tiDG and propoeed tree. teen t 

I Preaent mothoil. 
I 

Propo eed me thod 

t t 
t !az tJ:rtecu ... rate Te.x :c:tfecUve 

t 

rat• 

$l,901,4oo 
1 ,158,762 

38.0~ $1,9()l ,4oo JS,OJ~ 
23, 111 1 , 7111,300 

1 ,029.1155 20. 59 1 ,426,050 

976. 059 19. 52 1,509. 500 

i , Conaideration of Poaeible objectione to 

propoe-.1. ••tboil. or coordiD&Uon 

34.37 
26.52 
JO. l9 

'!he p r opoaeJ. here .ada for the coordination of eetate and girt 

ta.xee ~:~~q be criticis-.1. on gcnmda that 1t i"!'liu a atatiOJI&t7 {;1ft 

and eotate tax rate etrw:ture: that in the event of future eatat e tax 

rate incracaea, the f inal tax liability incident to propert y tranetera 

at death 'IIOUl.d be increuednot otll.y by the extent of tho ad41t1onal 

tax lie.bility on the final inetal8ont of the property distribution at 

death , but retroactively on all precec11DG inter vhoa diatribut iona: 

that ~er peculie.r cirCIIIIa tance the tax llabUHy ~ concei n.bl7 be 

greeter than the value of the reaidual estate itaalf; and , convereely, 

that in t he ev111t of f'uture rate re4uct1ona, a ai tuation rtJ8;f e.rhe 

where the tax ca.puted on the final distribution of the deceaaec11 a 

property may be a nocative quantity C&ll i n& for a refUnd, 

111 th reorpoot to the abo........,ticipated criticim, it abould be 

noted that tho aituation which -.y conceivably develop under the p ro­

posed plan dooa DOt differ traa that &ll'eady 111berent in the exhtiDG 

cif't tax, with ita CUIIIIJ.att ... taaturea. There, t oo , a ~&DCO in Citt 

tax rat•• could create the ditficultiea enumerated. ~or •be purpoee 

at hand, it will outtice t o &aa'lal that there will be no rKuctione 

1n the rate or property tranater taxea, or, at leut, that before enact­

ing aucb rate rednctione , Ooacr••• will conaider their 1cplicationa, 

8uch an aa~Wption ~d ba ... II'QCh theoretical atr.ncth, tor not only 

ia atability ln ~afer taxae daairable , but .uch m&7 be l&id in de­

renee of arrlYiDc once and tor all at a aatlatactory tr•Aofer tax 

rate acbedule and retaiDin& 1t at that level clllrlD& per1odt of pr oe­

perlt7 u ,..11 aa econo81c lnactlrlty. Ve are here concerned with one 

or the two conat1tw.nt e of the tax ayetam .u.ceptible to procreative 

trea-nt, an4 U ~~q be &004 public polley t o lcaorp thnt tax at a 

fixed aD4 opt~ level, addinc tlex1b1llty to the tax atructure , 

• 
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u re<!'llred, tllroup otb.er t&Da, .At all n•ta, the prA4Uce of 
ellow1Jii; the rate atrw:tare in effect at the tt.e of death to affect 
tile tex burden on all prnioua propert:r diapoai tiona 1a T&l.id. Both 
inter rlToa tlfta and eatate \&:De are 111poaed on the prh1lege of 
d1apot1118 ot propert:r accn.al.ated durinc llte, Since the enforced tl.Joe 
ot tllet diapoaition ia t18e of death, it ia T&l.id to tex all .uch dia­
poaitiona at ratea in effect at tt.e of death, 

Callill8 to uother point, i t -:r be ""C4eated \bat the ~atloll 
ot g1fta for ul tt.ate incluaion in the reaidual eatete tor eatate ta: 
pur;>osea 1a or doWIU't&l CODati tutionali\7 firet, becauae t1 tle t o the 
property dietributed ~ inter rlToa c11'ta 1e not held b7 the de­
cedent at the tt.e of his death, and aecoD4, beC&D.ae propert:r trana­
t era dnr111£ llte ... t be \&:ad 1D4ependelltl7 tr .. tboae occurrinc at 
death. 

11th reapect to the first of thea• leeal obJectione, attention 1a 
called to the tact that the cone.pt of cu.ulat1on implied i n the pro­
poled coordinatinc derlce 1a not new but 1a al.reeq eol!>lo;red !:\ connec­
tioll with the exiatlac c1tt ta:. 'B>e aecolld illTOlna c.ore contronr­
aial probl•• the final eT&l.-Uon ot which .., han to a-.1 t Jndiclal 
rerln. Specific Jndicial oplnlon to the colltrar;y lacldac, howeTer, 
it 1e utnDied \bat these gitt ta:aa, aore properl.T termed utlcipator;y 
eatate texea, ~ locical17 be ccnddered !)rap~enta Oil acCOWit of 
eetate taz••· 
.Al terna the Plan 

In the ennt that the reco.~and&Uon for includiDC the 'r&l\UI of 
inter rlToa g1tta , tltlu to which are no lonser held b;y the decedent, 
in the final eatate tex b&ae , 1a found t o be unconatitut1onal, conalder.­
Uon aa:r be Ginn to a reTeraal of the propoaed coord1=t1118 deTice, 
l!o.re apecif1call 7, inat...t of conalderinc inter rlToa g1tta aa 1netal­
.,enta on ultia&te utate diatribution, the procednre IU;f poaa1b17 be 
reTeraed b7 condderinc the propert;y diapoaed at death aa a final inter 
rlTOa g1tt nhJect to the Cift tex Wider the preaellt CUIIIll&tiTe eet-q,,e 
Such a procednre would hen the aerit or el1n1aatinc the uceaalt:r of 
etretcbinc the concept of propert;r tr&Dafere at death. !bat a4n.ntat;e, 
howner, 1a larcel7 otfaet b7 eeTeral d1aa4Tantat;ea, which aa:r be 
brietl;r noted, 

i section 502 ot & LY- lCt ot 1932, •ended, prorl4eu L 
tez for each caleadar 7MZ ellall be u --t eql1Al t o tbo exceu 
ot-

(l) a tex, COIIIP'lted 1n accordaace w1 th the !late Schedule herd,._ 
after aet fGil'th , oa the acuecate - ot the net Cifta tor ncb cal­
endar 7MZ an4 for each of the precedinc oaleadar ;yeara, onr 

(2) a tex , ca.puted 1n accordance with the !late Scheclule, Oil the 
accrepte - of the net g1tta for each of the precedilll; calendar 
;raara , 
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J'lret, U ~4 t.BYohe the ue of the .!'rinciple of !)ellaltl .. 1a 
\&:&\loa Clch llu ..aT ....S.eirUl.e a_,.ch 8Dd, trca the polDt of 
rin of Jllll>ltc Nl.&Uou, alsbt wU ... a~l4e4. S.CODd, it 4o .. 110t 
aoln the 41ttical.t7 bllereat 1D the c11't '&% etch ~4 cse with 
the c~oc.n. rmeioa of tbe rate atnctare 4hcuae4 abon 8Dd which 
exiah both in the pr .. eat citt \ax atnctare aad. 1D the prO,!>Ote4 
traaafer \ax atnctare. t.utl7, it woul4 inoln tbe nbatltntlon of 
the ut ba .. atter 4ecluctlon of the •01mt of the tax llO!f illherent ill 
the ci!t \ax, tor a bate Clch incl-..Aea the ... cnmt of the tu, ue4 
in the 11tate tu, =le11 the ba .. uae4 in conJ=ctlon r.lth the aitt 
tax u .. lt h &lao rmae4, 

Acoor41ntLT, it ia conclu4e4 ~t it the ~-.ation to conaider 
inter riYOa eitta aa inau.J.Aente upon ultbate dhtrlblltlon of the ••­
tata, aad. 1t the ~ation to conal4er &itt taxea DerelJ' u !)rep&,71»1lt 
ot ultlute .. tate \azea h conatltntlollallT ftl14, the" the lllitlal 
!)l'opoaal for the coor41natlon of eatllta &ll4 citt tazea h !IJ'Oferable 
to the alt-tln propoaal Juat 41acuae4, 

7 . A4nntapa of the pro'OOae4 ,14a 

!be illpoaltlon ot a coor41nate4 .,..,., of eatllte an4 ptt tu&Uon, 
aa 4eaari-o.4 on p. 1111 abon, would pr11ent 110 a441t1ollal adzoinhtrntiw 
problca. !be recor4 of inter riYOt 4Slth h all'e~ beilljS llllint~lle4 
currentl7 tor Gift tu pul'l>oaea 8Dd ita uae in connection wi~h. t.he 
tiDal aettl .. ent of eetate t.uea would repreaent no a441tioDal 'b011'4en, 

h poeitln a4nn~• ot t.ba propoae4 aetho4 of coor41natinc 
the eatate 8Dd £1ft tuaa JMT be -bed u tollonl 

(a) It will 1acreua l'eTellU troa the .. tate an4 
t.ba £1ft t.ax 'b7 incrauiDC the etfectin t..­
ter t.ax rate, 

(b) !be J'ecleral 0oT-t will ... ..Ule4 to 
, accor4 preoiH17 that -c--t to lllter 

riYOa cith which h requlre4 'b)' Jllll>Uc poltq, 
&ll4 Clch at the ..,. tlae will ... •craallT 
~1• to all iadiri4Dala, irreapectiTe of 
t.balr wealth, 

(c) 'l'he propoae4 trea-nt of propertT tr•atera 
will " a locillal corolllli'T of the ~Un 
t.ax bue 8Dd ~tin tu credit concept al­
readT -.plO;TK in CODMCtlOil with £1ft \axea, 

( 4) It will llllke t.ba baa.. or t.ba .. tate tax 8Dd 
cttt t.ax 14entlcal. 
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(•) n will el1111~~ate tba c!Duble ue of e:u.pUo11a 
111 COIIDOIOUOD. with prop11't7 truofer iaao. 

(f) It '1'111 eltii1Dah the doubh ue of tba lo'ftr 
brMketaof \he tl'alllter \u rah otractureo. 

(c) It will prortdll \he -.cbiur7 for ellllillaUD.C the 
lMqUlta~e effeot of cltt tuoo llpOil the 11tah 
All4 lllhlrl'- \u ....,., .. , of 1\ah IOTII'IIMD.h 
without uq redlac\loD. of J'14ue1 .......,_,, 11D.CI 
the 144UlOilll MftmM ob\alM4 troll the propool4 
COOr41lllt101l '1'111 be 141quate to IIVpplT the a44l­
UOilll t'lla4a 41nrtl4 to the 1\a\ee, (118 41•­
cueloD. '11114a~ J'lr\ In.) 

(h) It will foru\all the pr11111\ IIOY-t toward l ll-
48p~D.4n\ 1\at• cltt tuoe All4 tmu will oun. a 
11ft All4 potiJl\ oollfilct which 11 arlelJIC bet••" 
the J'ldlrel Oonl'llloellt All4 the "Statu. 

L&oUT, lt will be ob11"1d thot the 4rrice here propoae4 tor the 
coor41utloD. of ea\ate All4 clft iaaa NtUle the requlreiMD.h of a 
11\ of co.pl-\arT tuoo 41eouel4 lll the llltrod.ucUoD. All4 at the 
- u .. ell1111laho all bv.t Olll of \he 41tlel111Clee ...,.. n11UD.C• !he 
e:mepUoD. referred \ o 11 \he 1111predlc\able 14.,...\ace 1D.bareD.t lD. lD.hr 
nToe clfh which _,..., .. froa t he ..UUple u.e of the lo•r breckeh 
of the lllc- \u. 

O. Olf\ !az f nmtpl l.!!!p\1on 

!he prulllt prectlce of ••"PtiDC tro• clft tU~Ba $5,000 clfh 
al4l .........U7 to aach of uq 111111ber of 1114.ln4Dale, &a proT1414 bT 
SecUoD. 504 of \he llll•ailil .t.G\ of 1932, -D.414, 1a exceulTelT pDeroue. 
It eD.&blee oD.e 1114.ln4Dal to 41~'"' of .200,000 ,..,.tree to tour chll­
dreD. ill tell Tl&rl, ill a44ltloD. to the ~~citlc ••"PtiOD.a p rort414 ill 
the clft All4 utah tu, All4 ill a441UoD. to the $llo,ooo of ,..,.,BliP, 
lD.euruce p&T~ble \ o ~~peclt114 belllflclarlu. fhe plea thot u lli!IIIJ)tlon 
of \hot ..-nt 1a required \o ucl"CIII* troa col18141ratloD. .-11 Chrlot•• 
clfh, blrth4q clfh, 1\0,, h hordlT Tel14 aillCI a elf\ Of . 5,000 11 
aore than a •re opreeoloD. of attec\loa or coo4 will. Ia thh con.nec­
U oa, 1\ 11 of 1D.teree\ \o aote that the W&TO All4 l!a&lle c-lthe llepOrt 

OD the 1932 clft \az propoeld •relT a .3,000 lll!lllptiOil which -· eub­
llqullltlT ralll4 bT \he leD.&h Co..ttt .. to $5,000, All4 reaa1~>~4 at 
thot 1nel ITID. athr the other •-...Uolll 'ftre red.uce4. It 11 recoll­
.,.,.414 \hot ill ltDI with the propooe4 rellu.cUoD. of the ~~peoltlo tr&D.ofer 
tu lltlopUoD., All4 1lll 11M with the propoee4 u11 of the Tallhh1DC IXIt"'!'­

tloa, the pre-t amma1 lll!lllptiOD. be ~laced bT a -.xt- c!Daor' • an­
aaal. lll!lllpUOD. of $5,000, lrreepectln of thlo -blr of 4on~ea. 
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Part III: 09prdi•tipp of 1!4fr&l. p d StAtt 1'tpe ga Prqptrtr tronatera 

1. Intro4!otlop 

b o"-lt-o -tloll or ootollo1bl:y 14e~>t1cal tax boolo b:y two 

ooparato ud oo.,..n>ir;n Juriodictlo~>o n>qul.reo coordl~>ato actloll . lD 

tho ab-co of cocrdlllatloll, W141o1rablo oco~>oaic aDd ooclal conOiquen­

ceo ar1 I.MYitoble. !l!lat 1D tbo t7uite4 Statio .. ch coorcil.natlon 1o 

laclciDc ud llae or noceoolt:y proclllco4 """dooirable CODOIC!UIACoo• 1o ~~p­

parll>t OD all oidoo ODd req'!Ureo DO 4.-oDotration. 

""*inC to the OoatereDCI of W.,Oro, -unc 1D 1'aab1nctoD, D. c., 
OD 10..-bor 19, 1935, tbo PreoidoDt obo~~4 that .l'odoral, State Alld 

local •taz~~o 11&.,.. ,;rown up lUte Topq 1D thlo cov.ntr:y. • 'l'brlo :yoaro 

earlier O~D llillo, tboD sooretar:y of tbo '!'ria~ 1D .,. addreoo be­

tore thoo Clt:y liar ~ooolatlon of •• Ton: reu.r!ted that : 

• • • if we new our .l'odor&l, State aDd local tano ae a whole 

we do DOt f1Dd ~ that falDtl:y rooeableo a l ogieal and 

cocrc1.1Dato4 pliiD, 'llllt rathoor a ,...bar of W>relate~ eyoto•o, fro­

queDtl:y oftrl.opplDc Alld u i otlnc 1D a otat o or CCD,'Ilaioll t hat 

Ci.,..o rio~ to all -or of aalaf.JuotmaDto, <ll>.pllcatloDo Alld ir­

ro&Qlaritioo. 

!l!lare 1a ... crowiDC coDYictlOD, which I ohore, that the t~ 

hao ceased when the Pedera.l Alld Sta te t;~~.,..nuoento u;r aatol:y 

chart oepar&te ODd unrelated CCill'olo o.,..r the troubled fin&Dcial 

watero which tha:y mot DOW all tra.,..reo . 'l!>e tlao for 4r1tt1Dc 

hao paoeod. b tlae f or ccnoidora\e and coneciouo cocrd1Dat1o11 

hao arri.,..d. (New York '1'1""•· .&prll 3() , 1932. ) 

D>ri.Jit; recent :yoaro both tha St&too ud tho .l'odor&l ao ... .,...,t 

ha.,.. pooeod throu&t> eonral :yearo of flaeal otr1Dc&nC7 which brol>&bt 

1D ito wKI a flood of ,.... tax ~ •• addint; to the oxlatinc 1ncoordi­

utloll. .lo a re~t llr. llillol lndiot""nt "'&7 ha.,.. • .,.." 110r1 nl.idit:y 

toc!q thai> 1t had n... :yoaro &&O. 

'1b be 1111.1'1, the proble!l roproeontod b7 confiictinc .rodor&l-Stoto 

taxat1nn 1o of 110r1 Yltal o1SD1!1C&Il041 to the St&teo thall to tha 

hdoral ao ... ..-nt, ud tbo latter 1117 conce1Yabl:y direct ito atten­

tion to a>re prooeint; •tt•ro. R. 11 . Balg pllt o tho oaeo wall when he 

obeorwo: 

It 1o obY101lo that doopi t o tho lntoroot of natlaaal 

loado:-o, tho 110-nt for cbencO in tho oxioti.Jit; arra.aco-t 

1o priaarU:y a ..,_t or and b7 the Stat••· 'l'ho hdoral 

Oo ... nuooDt c!Doo DOt eoek additional taxlnc power , IIOriOftr 
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1t poue, .. , a creat t..:Uul adYN>ta&e ill tlle.t, opeali::1Jl& c-uer-­
~, 1 t eu tlrot form.late 1 to tax prograa, and !o 1d 1 to bando, 
whlle the Stat .. .V..We to oollfono tholr pr"&raao to l t. At 
•ot there 1o - 001101rs 1a laohillctoll 1eot the zmio&nee and 
waote o! the c!llal edlllniotratioll of certal" t7pee o! taxation, 
'IIIIich COIIatltate Uiport&llt e1-ato ill the l'e4oral qot .. , ~ 
41ecN41t thl11 -· ... d rell4or thea unaY&ll&l>le. <•· or. A. 
ptooeet!gn, 1932, p. 223.) 

U the Je4oral GoYil"'IIMIIt were 0011t111t wlth purlll1D& a pollc, ao 
ll&rrow ill ito oeope aa tbat ch&raoterhed &bo.,., the pNsent dla<m .. loll 
would ob'flouol.T be 011t of or4or. Bow ... ar, tbe Pe4oral Goyernmeat ,.bo\1ld 
aad, ill faot, 1o oerloo.al7 iater .. ted l a. ICIIllld !heal practice ill all 
l ..,eh of IJ)ftr-t ... d 1o thl>.o eac-r to OOIItrlbllto to the ell!lla.atloll 
of l'e4oral-Stato tax oollfllot . (A44..-.. of BtJU7 ll<>rpntheu, Jr., $1o­
ret&r'7 of the 'rreullr7, befoN the 'raz .... hlo11 CowlcU ill 11aob111&ton, 
J). C., Oil Ill» 7, 1935·) 

2. 1ho lrt Ulpc 1!4trel-fttett CoaQigt ip Dtath 'l)ptigp 

on.. problea 1noofar ao 1t ooneerno l'e4or&L-St&te collfllet ill tu 
fhld of 4o&th taxat1o11 h aot IIIW, &lthcnl(;h, &o wlll be ohOWII below, 
1t la&D&t .. ill p&rt hoa tu 1neffaot1Yiue", and 1n po.rt froa. tu a.ar-­
rowa.au of ocope of tbt ere41t111& prorlalon l.:a.ltlated b7 tu l'e4or&l 
ao ... n~~~e11t in 19211 and •dl!led 1n 1926. 

Die oontro ... rq ....-I'<Nll41~~& l'e4or&l and St&te taxatlon of property 
tr&aefera had lta orlgill 1n 1907, at the t1ae when President D>eodoro 
lloooeftlt 10l"pd a Ua"7 l'eder&l tax oa. 1Jlher1taa.e... Bla propoo&l wao 
COW>tered 00. the p&rt Of State Offiol&la With tU plea that 4oath 411.tilt 
ba eoa.oldered State ratbor tban Jodoral oC>IU"cea of reftt1\le, uoon& otbtr 
reaaona because - State a ha.,. relied upon thh 1010l"CI or re ... nue for 
al..ot a centur)'. !he l'e4or&l GoftriDOnt ' a eaactMa.t of the "tate tax 
ln 1916 and, acre po.rtlcularl.T, lta fa1110l"l to ..-peal that l•YT after 
the war, rekindled State oppoaltloa. to tl>t -ral 11"7 and cnl•!nated 
ln two OOD.fere11ceo on taberltaaoe ... d .. tate taxation bold 1n 1925 liAder 
the 1111opieeo of the ll&tlon&l 'raz Asooclatloa. D>ooe collfeNaceo re­
tolftd that the l'ed.er&l eo ... r !llllnt ,.bo\1ld wlthdr- free the fle.ld of 
de&tb tamt1o11 wlthb six TIAl"l a~>d 1a. tbo lnterb obould afford the tax~ 
pa;.rer a ...,.iawo 80 perceat cred.it &lll'ia.tt :V.4oral tax lleblllt7 for taxlt 
p11U to Statoo. !:o cl.Dubt that ... ,oluUon waa ln part la.otruzseatal 111 the 
ro411.ctlon of J'e4oral tax r ateo aad 1a. the iru:reaoe of the ecope of tbe 
croditla.t: proYleioa illoorp4rated in tho lleYe!l.le Act, which bec:aae law 011 
l'ebrW>rT 26 , 1926. 
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b credi tlng d.e•ice l..ncorporated 1D tbo l921l Act and 111baoquo"tl7 

C:<pN>ded 1.n l92b, ~lied a will1n(;)leaa on tbo part of tbo lod.eral Oo•­

e rn.ae:>t to ohare i to tra:>afor t&% rneauo wi tb States, firot 1n a ratio 

o! 3 to l and later in tbo ratio of l to 4. Oil the etre!lgt b of that 

i Ciplicatioc eo•• of tbo State o bo•e m.nde an D.ttMpt to bring t heir 

death t&% otructurea i nto oonfor.~~1t7 'l'itb that of tbo llderal Ooftr.-nt. 

The poot-1926 act1rlt1eo o! t bo :V..deral Oo•er~aect, howo•er , haft boon 

n oteaey .,.ing • a:r !rom that early pattern. In 1932, 19311, and 1935 

l'oderal oot»te t&Do wore 1ncreaood without a correopondl.nt; i ccroaoo 1n 

the eoope of tbe creditin& p r orleion, with t be re.Ut tbat tho stat••' 

obare or total doatb tax ronauoe bee been etoad1l7 diai nhhing. lblle 

tho recect rerl aioco or the lod.eral ootate t&% baft redl.lood tbe IPOOi!ic 

ezooption f ro. $100,000 to $50,000 and later to $140 ,000, tbo CNditint; 

pro•iaioc boo reMilwl d uno~d. I n conoequ.eneo, no oatate oredit 1o 

at preoont p eroaitttd !or taxoo p&.id to Statoe on tbe bu.lk o! t bo ootatea- ­

tho oo eii0Wlt1nt; to loll than $100,000. Pnr tholW>ro, o1nco tho recoct 

r ate 1norea oea were more ~~t.rked in tbo upper than 1D tho lower br ackets 

of the oatato tax rato sc:hodl.llo , tho relatho obaro o! death t.uea tllb­

J t ot to State credit atoad117 diainiah a o ootatea become larger. on.. 

ro.Ut is that tbo Statoa are d.eprind of tbo t&% oredit a t both enda o! 

the ocalo. Botweoc 1931 and 1936 tbe percent~ or hderal oetat o tax 

liab i l1t7 ropreaontod by credlto cl&.iaod for t&Da paid to stat .. do­

cliced !rom 76 percent +-o 11!.3 percent. 

\b add to tbe dioturbance , the l'odoral OonrnMnt 01•actod a ~:1ft 

tax in 1932 which is eo conatruoted ao to onoourac- the dhtribution of 

ootate s dl.lring tbe life tiao of tbe ownero and tma redl.lco corro~ond­

iii61Y t he -ount of tbo totate 111bJect to loderal and, of oourao, State 

death t&Da. 'l'hia 1o e;>ptu'ent from t bo !act that between 1931 and 1936, 

the porcent llf:& of total h deral tra.no!or tax l1ab1lit7, i nc1ud11lf: both 

the estate and the gift t&%, ~reaontod by credite claiaod f o r tulle 

p nid to Statee declined ! rom 76 percent to 11 percnt. 

In thoir of forto to counteract tho Federal Oo•erJm~ct'a porsiat-

onco to expel tbaa from t he field of property tranafor taxation, Stnt•o 

ben reoorted to tbo ob'l'1ou1 - to tbo onac-nt ot independent daath 

and gitt taxea - adding therob7 to Federal- State oonfli ot. That no at­

toopt beo pro•ioual7 been aado by tbo Federal Oo•trWMnt to rectify tbe 

situatioc 1a probabl7 dl.lo 1D part to tho fact tbet atudonte or tba prob­

le~ ha•• been incl ined to o~rato tbo ~dial otf octa o! tbo credit­

ina de•ico and t o undoreatiaate the oxtont of exiating confli c t. It ie 

p nerally beld b:r Slult., Luh, lalradt and othera tbet the crod1t1:~& 

dnice boa sornd to br 1nf: 4aath t&Da 1n tbo .ariou.a statoa in cloo1 

COQformity with each other and with tboae leYiod b:r the Pedarol Ooftrc­

ment , with tbo ro.Ut that tbe total illposlt ion upon ~AY oatl\to 1a 

l Brply liai t od to the aaount C08pUted Ullder llderal ratea. I t u:t 

therefore be well to ooncerc ouroelna f i rst with t he oxte:~t of exiatitll; 

lntoratat a •ariatioaa n tb ro-ct to tho t&%at1oa of property tranafora . 

AD tXlllllination of tba pertinent data will reftal that tbo optilolotic 

p ner alhati on 1 of the tYPo referred to are not IIUbotMtinte d by the !acta. 
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3• lat.fr•&•t·l Jariatlo pa 1.p J)teth ')ptipp 

'lbt est ... t to which t» cred1t1ne pl'O'riilon hao ! a1led to ella­

icato 1Dteratato ftriat1ona 1D .. t c to and hheritanc• tasaUon 1a re­

uztcal>le, parUCDlarlT 1n 'rin o! t» widol.T accepted notion that 1t 

hao flll!1llod ito flmot1on . ID MIQ' reapocte t»ro 1a probabl.T ao 

wido a dhoraU:r 1n State doatb c!utioa to4&7 aa prior to t» adoption 

of tl» ored1t1Dt; pro'rioion liT tl» hdoral ao ... n.ent 1n 19211. 

(A) :rm., of D!ath .,p, 

ID t» !irat place, tl»ro 1o DO uni!oNi t;y 1n the t;ypo o o! doa th 

\!uUoa I..JipOood liT !tatoo (p~ ~). Dllpito t» rooo-n4at1on o! t» 

ll&t1onal OoD!orwco on latato md lll»rit&lloo TuaUon 1D 1925 that t» 

Sta t oo a4opt t» eotato tas !ora o! l n ;y, pro&reoo 1D that d1reot1on 

hao boon oo~~parat1nl7 &].ow . snoD Statoo 111p0oo oDl.T inhoritmoo toao. 

Tnnt;y-niu· illpooo 1nhor1t&ll0o toao together with 4ittoront1al ootate 

tasoo dooiDO•d to al>oorb t» .... .,. ored1t pro'r14od liT tho Jodoral :an­

...,.. Act ot 1926. ID - ot thooo tho d1t'toront1al 1..,io1 aro 1Doporao­

t1n hooau.oo t» State 1nhtr1t&ll00 tasoo alone aro 1D noeoo of 10 per­

cent or the 1926 hdoral oc»<lulo . 'l!l.no Stateo lny ootato toao o.­

Urol;y 1DUJ>o114&t of, &Dd 1n no way oorreaponci1Dt; to , the. JoUral e.­

tate tu. 'l!2.ne follow tho hdoral eotate tu 1n • .,...,. de tail, pro­

'ri41Dt; apocitically that tho _,..t ot t» Stat• 'las oha11 ho equal to 

SO porcont or tl» tu i.JipOOOd by Title XII of t» Jodoral ll..,.,... Act 

of 1926. !lro St&teo fol low t ho JoUral ~ osoept thot 'r&1'1at1ono 

thorofroa aro ..a. 1n t» apoci!1c os-pt1on pronded or 1n tl» rat oo 

!.apoood. One ste.to coabinoo &D 1DUJ>..,d0Dt ootat o tu with a d1t'torou.­

t1al ootate tu; &DOthor an 1Dhoritanoo tu with &D inUpoadoDt ootato 

tu, tho latter 11pp0rt1oned UOJ>l: tho hono!1c!.arioo; &1ld a third -

bia.eo &D 1Dhoritanoo tu wi th both &ll 1DUJ>OD4Mat &1ld a d1t'toront1al eo­

tate tu. Ollo State le'rie o no doath c!ut;r at all. Ot!attr ci1'rOU1tr h 

W4ll 00ncohable. 

(B) .ptiilit1op or !ln?11 :l.tato 

SOOOD4l;r, thoro reaa1n wide ftriat1oDo ~ tho Statoo with re­

opoct to tho 4of1n1t1on ot c:ro11 ootate tor tas pv.rpoooo. ,.._ St&teo 

follow t» oo....,1t7 proport;r co~~eopt and, with ainor ftr1at1ono, in­

olDAia lA tl» c:rooo ootate a t the. t i.M of t» 1Dab&Dd1 o d' ath onl;y bal.! 

or h1o _,it;r proport;r. !be othe.r tort:r St&too thot lO'rJ doath toao 

1Dclnde 1n tho c:rooo ootato lllbjoct to t1» tas at t» 41&\ll of t» !me­

band all of t» propert;r acquired b7 h1D dDri"l: aarri~. 

hrtllor 'r&l'iat1ono aiot with roapoot to 'r&lnatlon of ootatoo. 

lil'O Stateo dopcd 1D tho -ala 11p001o tho locall:r aooooood ftll:wo . ,.,..,. 

lin oono1d0rablo ftipt to tho looal.l;y aooo oood 'r&lu, ba.t u .oo otbor 

otan4ardo ot -~Dt ao .. u. Jour accept tl» 'r&lnaUon placed 

1lpOJI tho propert;r liT tho hderal oo,...-.. t . !ho ro-.iador of tloe 
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States attoiiiJ>t to UT1n at tho • tair ll&rlcet nlue• of an oatato bT 

tul.n~ "" anne- o! a -ber or d<ltor.iaaoto IUCh aa bon4 U.S. ealo, 

opiniono o! local real oatato aon, opl.niona of a4JacaD.t l&ZI4hold<lra, 

capitelbatioD. ot the 1A-. fro. the property, piU'Cba .. price, ealeo 

of a1a1lar propert7 11114 T&luo of property o1a1lar17 oituat act. It UJ 

re~1l7 bo *IJPraciatact, therefore , thAt tho eppra1eal for tax purpoaa1 

of tyo prpptrtite 1pgNt4 1a yicbMrtpg st.at,ea ep4 heyi,pc 1cJtptictl 

actual mlP'•· MT bt aU1p4 at •a zl4flx 41ytrgpt po1pta. 

J. atill f'o.rtber factor taii41JI,t to l.ncroa .. l.ntoratato nr1at1on 

in "aluation h tbe practice followed 1u tho .....-ioua State a w1 t h re­

,.,oct to t be data of Taluat1on. 'Dlree Stat .. !h: the data of 'falua­

~loll as of one year froa the data of dacedant ' a ctaath, or at tho date 

or dhtr ibutioD., sb<NJ.d it occur before the o:~piraUon of oM year. 

'!YO Stataa follow tbe pNaant J'ederal law 1u alloa~ the ozecutor an 

opti on ae to the data of 1'&luat1oa - fh:l.nc the ftl>la alther ae o! 

t he date of ctaath or ae of one yei!Z froa tho data of death. 'lbe re­

cal.n1ag forty- t wo States lnyl.nf: &lath cllltiaa atfh: the Taluo a a of 

tU date of ctaatb. Tbio 'f&rianoe aa to the date at Which tho Taluo 1a 

fixed introclncoa the t1ao factor ae another 'fariablo in tho ctator.in~ 

~ion or t he gron ootate, which acquirea particular aiGDifieanco a11d 

melees for interatete nriationa 1u Uces o! ch&D&I.ne price a. 

(C) Pefinltion of Jo t ~atato 

The thir d •ariation ia to bo found in ctef1n1t1ona attached to not 

estate in tho Tariov.a Stat ••· D>o. ctac!a.ct1one allowable fro• tho groaa 

estate in t he dotor. ination of tho nat oatate T&ry. ~s. tho ittQe 

&enernlly allowed aa dadnctiona are tuneral expanees, adniniatrat1on 

e:q.onses, ala1aa apinot the oetato and an allowance for ..,.U,tanaoce 

o~ the widow and children clur1nt: tho wattlament. In -• Statoa 11ai­

tat1ons are pl&eod upon the ..-..t allowable aa doclnet1ona. 111 otbora , 

a roaoonable aaount 1a allowed. 111 atUl ottara, tho 8DDWlt thet MT 

be claimed, 1f pro'fOd, 1a unl1a1tod. .... allowance for tho T&lu. or tho 

hoM otaad 1a allond 1u eppro:daatolT ton Statoa. !nnty-!our Statoa 

allow the &I:IOUDt of tho oatat• tax paid t o the ,.ctaral Oo'fO...-nt to bo 

deducted. O:..D.ty-four Statoa allow no deduction for ctaath dUtioo paid 

to otber Statoa: tw.nty-threo all ow oithor a fl1ll o~ a partial da4uetion 

on that aeoro. :ligbtoon St&toa allow a ctaduction of propert7 pN'f1ouoly 

taxed froa tho gro11 e 1tato 1n dator.inille tb8 D.Ot ootato lllbJoot to tax. 

%he patttm to M.T thl lMet , 1e hft.tm•MZ'•· 

(D) tr:!ataa t of Lifo ID!I!!A!!O! 

!be rcoral aotato tax ellllllph the firot tl!O,OOO of in-co 

pll;f&l>le to apecitiod Mllof1c1ar1oa otber than tho ueoutor, W>dar poli­

e1oa taken out bT the daoada11t 1lpOil hio Cllnl lito. J.ll othor lito in!IIU'­

anco 1o tuablo uadar the ,.daral 1•. 

!toe treatMnt of lite in- 1a the death tax lawo Of tu T&riouo 

Statoa r&nc.a troa Tirtually ooapleto .-pt1on to ooepleto taxatioll. 

J.t one enre .. 1e J.rkan••• which .-pto all iaiiU"I.DOO p&Tiblo directlT 
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or patsin& throucb the awtata t o direct 4tt o.D4anta, aacandantt and 

widowt. • t the ether utr- h 1fhcontln, which t&Dt all inWJ'o 

~ca. ODe crouP o! tweat~aa.an Stataa, taclu41a& Kataacbaaatta, 

!lew Jeraq, alld PaDilqlwaata, axa~~pta taouraaca pqabla to .....ad 

b""et1c1ar1at and taxea 1nouranca ~able t o the .. tate of the 4tcacl.tnt . 

!>be St a tea tax tnouraaca pe,)'abla to the eatah, •-tiQC onl,r u.tta4 

aoount o of in.uranca ~able t o opec tftad bane!iciart ... !b.oa liodtad 

amounto ran&• !roa $10,000 1a Eetucq to $75,000 in Clalnaolo. 1fn Torlc 

and Tanaeooae coobina the tazabtltty of inlur&Dct ~ te aotatao 

with a qualified ·~tion of 1nouranca ~bla to ....& ~iciarieo. 

~ntana, 1faoh1~on and the o.ro11nao reatr1ct tazab1l1~ to .pecifia4 

t~a of hairo. Eeaae txell)h inwrance pqlll>la to nua4 ,.,..!iciari .. 

"" well ao iniW'allca payable to the utah, • ..,.,t when -.ell iDIUJ'&Jlct 

!s diotributed froa the proceedo of the eotata to bene!lciariao wboae 

total &hare oxceada their reapect1wo opecific exaapt ion. Idlll>o and 

"l'•r::10nt atat uteo do not t ouch upon the point, lout the c-n.l 11141caUono 

are thot inwuranca ~able t o the eotate 11 taxlll>le but 1neuranca pq­

able to t he named beneficiarieo 11 azeapt. 

'l'hua, it will be rtadil7 aeen that the Stat e daath tu: lan r eo­

;>ectinc inourance depart not only froa the 7 edaral practice but wary 

elso tron State to State. Jl.tipy l upJtomttx Sa Mp-yiatopt. 

(E) M2.!!.!l.t or Specific Jnwtiono 

'l'ho fi fth t ypo of war1at1on 1o that which concerno opiCitic 

exemptiona allowed in t he wariou. Stat••• The tJpe of the exe.ptlon, 

ito amount, and the -r i .n which it 11 talciD , ha· ... aaeh their own 

co.aplex petterno. In Jola.rTland, Kuoachuaath , and to a l1att.a4 extll>t 

in New Jereq, the exeiiJ)tlon 11 conditional, diaappaarinc ent1rel7 

•.-hen the aha of the lacaey exoeed.e the ...,....t of the t%eiiJ)tion. lentucl<;r 

and !feat V1rc1nla -lo7 t he Taa1eh1n& type of a:e"Ption. !he remainder 

of the Stat .. l..,.t~ death dutlaa uaa the coutant tTP• of ex.-ptlon • 

• loa t o the -er of talcin& the u.ption, twent7 Statea apec1f1aall7 

proYicl.t that the exapUon be 4educta4 froa the fira t braclcot , t ... nt~ 

one pend t the exapUon t o be t aken froa the latt or hichtot braclcot • 

.b to the amc>'llllt of the ex-t1on, that. allowed a widow doao not axoaa4 

$10 ,000 11> tftllt~ho of the Stat11 , r&D&et fro• $10,000 to $25 ,000 in 

fourteen Stat .. , between $25,000 and $40,000 in t110 Stat .. , and 11> ax­

ceto of $40,000 in eewan Stat... nth reap act to other catacorieo of 

heiro, the Tariat1ona are no l a .. aarlca4. 

(1) Zhe late ltrppturt 

1'ha eixth tJPI o! warl.atlon Ueo in the rate eti"'1Cturll llllplo;ra4 

in the warlou. Stat••· Of the ela.en Stat•• leT)'int; an eotat e tu: 

type daath <lut7, the rate• of four (.A.lab-. no rid&, O.orcta, and 

111aaho1pp1) are t1xa4 at 110 percent of the rateo l.llpooa4 b7 T1 tle III 

of the 7a4eral B.-•...,. Ac t of 1926. 1few Tori<' • rate ot ructura h 

fixed at 100 percent <••C•, 25 percent abaTe the ..n- cra41t) of 
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the 1926 :federal eatate tas rate atl'llotu.re. lorth Dakota' a rate a 
range ft"'a 2 ~roent on net eatatea of leaa than $20 ,000 to 23 percent on not oatatea of ..,re than $2,000,000. OklohoM'a rat•a r..,.. !roa 1 ;>ercent on t ha 1'1rat $10,000 to 10 percent nn utatee el>o" 
$10, 000 ,000. orecon' • ratea ...... fro• 1 peroent 010 tba !1rat t&Dl>le 
$15,000 to 15 pereant on eatatea !.A •=••• of $1 ,5()0,000. Arlaona ' a rateo r&DlO" !roa 2 percent oa. tba !1rat $25,000 to 20 percent o! tho amoWlt in e:o:ceaa of $5,000,000. bde lo1and 1niaa a tl.at 1 percent rate on the Talue of the D8t oatate in e:o:ce aa of t lO,OOO, topthor with a craduated rata ~ tro. 1/4 percet oa. tb.a Talue or tba net e ctata 110 a..:eea of t25Q,OOO and DOt oD:MiiJJl& $300,000 to 14.92 par­
cent on nat •atatu 110 a:o:ceaa of $10,000,000. tltah' a rata a ranee froa 3 percent on tba !irat taxable $15,000 to 10 percent on aatataa 1n •~ coso of $125,000. !birt~1Cbt State a le"7 iAberi tance tazlat ai tbar in add1 tlon to or 110 llw of an eatate tu. In each of tb.a" St&taa tha rateo .,....., accordiD« to the relatlonahip of tba bane!1ciar7 to the 
decedent. and 1n all but three the rataa are pro&reaai... fba lonat =a:o:l.mwD rate applicable to tha •1~ 1a llabraalla' a 1 percent. 'rho l!ighe at max1 .... rata appllcahle to the widow 1a 16 paroen t , lniad by J:entuclc¥ on lepcia• of ..,r• then $2,000,000 and ~ 1 ... Jereey on lepc1aa of aore than $3,700,000. '!bot •>1- ratea "!PPllcahle to peroona not relau ... of the de~t ranee fro• bolt 6 percent 110 iyo1:1lnt; to as IIUCh aa 6o percent !.A I.Unneaota. 

(G) T!I.J Burdin• 

J.a a re...Ut of all Qf the cona1derat1ona DOted Abo.,., wide lntar­atate Ter1at1ona 110 tax bu.rden ot1ll reuln. fba aa1n pu.rpoae of the crodlt1nt;; proT1 clon of the :..deral :ae .. nue J.ct of 1926 was to equa11aa the tax burden of tba death 411t1•• between tho T&rious Stataa. It waa da a1red that tbio be dona 1n order to al1ainate coapa titlon between Statoa which , ~ reduction and """ coapleto ollainat1on of death dutlea. wore b1d41n~t for wealtbT reaidellta. '!b.ia coapet1t1on waa foreill!l State death dut1eo into DOn~ro411ot1T1ty at the tlaa that tho ored1t1nt; proTi­sion wao paaaod. In80far a1 State-by- State T&r1at1ona 1n tax 'bu.rden atlll rolll4110. COIIpOt1t1on !or wealthy raoldlnto hat DOt been el1ainated 
a;od the credH1Jl!l prort e1on haa DOt acb1e"d ita anda. 

'l'o obtain coaparable tax bolrdln data for tba antire country tha DiVision of Boaearch and Statittica of tbe Trea.-ry Departaont oubaittad a qu.ea t1onnaire rep.rd110g twenty eetataa or 'fOl"Yin!l aile to tbo death t ax adloinhtratora ot the T&rioua stat••· llepllea han tba far bean tabulated froa 28 St&tea. b .. are _,.bed 110 the accoapa.aPnr; tabla. '!'he qu.o ationnai.-.. re"al•d that tba offact1" ratao of tazlation. ranee froa .. ro to 1.5 paroen.t on $10 , 000, $15,000 and $20,000 .. tatoo , froa zero to J.4 peroent on. $50,000 e atatu and f roa aero to 4.95 percent on. $100,000 e e tataa. 1D the oa" of aatatu 110 axceaa of $100,000, no le11 conapicuona Tariation.a reaain., the c redit110t; prortaion notwtthatandinc. '!b.na. the •f!ecti" rat•• of tazlatlon on. $50,000, $5,000,000 and $50,000,000 eetatea r&D!lO , reapectinly, ft"'• 1.38 peroent to 8.89 percent, froa 2.14 per­cent to 20.25 peroant and.troa 2.16 percent to 22.73 percent. Data t or tho reaainin~t twanty statea are DOt llnly to re"al lauar nr1at1on.o. 91!!1ca 1 t to obwar.e that tb.a credi tl.!y; proT1aioD haa far (roa egualh•d t he dlatb tax burdant 1.apoae4 "07 tba T&rioua Statea. 
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(II) mel Tax t4•1p1at ret1ou 

ODo or tho .. rlauo ~tlolezu:loo of tho ora41tlng ~nco h Uo 
taUuro to o11ai.DAta dual ada1Dhtratlon. Statoo are otill raqv.lrad 
to aointaill llldlpoa4ent ootata taE a4ailllotrat l.a orl&llll &tlone aDd 
tup~re are otlll llal>le tor tho tlllllc ot 'both hdoral &ll4 State 
death tu returno . S> .. decree ot coordlll&tloo baa lMan achlond l n 
olgbt States 'by raqlllrlllc thoo !Ulllc o! a cblpllcato or tho l'odlr al 
raturo. In thrao ot thaoo thoo State taE h co11p1tad oo tba b&olo or 
tba h~ral return aDd DO a4ditloll61 State raturll h raq'Urad. !ba 
raoe l nl nc tl.a require a cblpllcato of tho h~ral return 1ll a4d1t1oll 
to tbot il!Upolldlllt Stat• retnm. O'b?ioulT tba uoeoo1t7 tor dllpll­
cato returllo mot rau.l.n ao 1ooc ae Stato t&loto 41!!or otMoturall,­
troa tbc .. s..po .. d 1>7 tbo h~ral Gon..,..ot. 

(I) JUrtber IDtoretato I ariationo 

'!'hat tho ondltinc dlrloo bao DOt ollllrtod ao p-eat &D 1Dtluooe 
vpoo St"to tazaUoo ao 1o cooer..U.,. lMUond • ..,. N 414D.ced troa a 
coapariooo ot tbot e.owot o! cro41te ola1ao4 tor t&loto paid to Statoo 
apillot t ba h~ral oetato taz liG'blllt7 wi th tbo ..,...t or lllhorit&Doe 
&Dd ootat• taz ra,_. collected 1>7 tbe St&too. U 1t 1o t~ that 
tba cra41tl.nc p rorle1oo bao b&4 tbo ettact or aqoalblllc ~ath t&loto 
1Jo;>o .. 4 1>7 Statoo, thoo tbo ..aunt of cra41to claiMd t or t&loto :t!&ld 
t o St"tes apinot tho h 4oral ootato taz llal>lllt7 llll4or tbo 1926 J.ot 
ohould 83JProx1Aata17 oqoal 100 percent of State dlatb tax collootlooo. 
While the two oor loo are not otrlctl7 coaparal>1o, tbo7 aro IUf!lc iontl,­
oo to be o! o1¢t1C&DCO, part1Cillarl7 1t tho coapari OOil 1o 'baoo4 Oil 

data !or a nua'ber or ,..aro. 

llatlo of State c"41 t t o State ~ath taz collootl.ono, 1930-1936 
Dhtrl'butlon or St&too 'b)- poroentaco llltonalo 

Paroentap llltonalo 

trlldlr 20 20 - 29·9 JO - 39·9 : 110 - 59·9 

'Utah 8.50 W,.OaiJIC 23.51 ArbOil& )0. 1~ Oellt. llo.57 II&1Do 
N. D. 10 .53 N. B. 25.55 Oracan JO• 13 Z:,. llo.l2 ... York 
I owa 11.72 s. 0. 25.63 Lauloi&ll& 33.15 Ohi o l!o.S7 111cb11&1l 
s. D. 13.13 W. Ia . 27.9- :Pa. 33. 86 lltlllll. ~J.J6 111oo. 
Idaho 15.03 Who. 21.78 ID4. )4.22 w. o. ~J . 8J Georc1& 
• · II. 15.22 tau. 21.89 Yaob1.nctoa 35.26 Jlol•ara 115.119 J'lor14a 
.Arlo:azl ... 17 ·55 lfoDt&D& 29.22 Oolorado 38• '13 ru. 1!5. 611 Uc'=e 
luoao 17.56 ToNOilt 29.36 111o0CIIlrl )9.10 ltaoo. 117 ·25 

L I . )9.)0 OcaA. 52.1.0 
lo'braota 39.113 114. 52.62 

011:1&. 511. Jl 
' •· 511·37 
• • J . 57·25 
~- 59·38 
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A OOIIpuioon of credi to claiM& ap!ne\ l'eUral ~~ wUb. ~ate 

tax ecllenUo11e dw'lllc tb.l ..... ,_,..,.r period 19:50-1936 reftale a r&JICI 

trn• 11 .. thu 10 perout 1D 0111 ~'ate to 92 peroeDt 1a uot.,.r. Ia 

""'" ~atee CN41h clo.iMd repr .. eat •-" 10 pe.....,t &114 20 pe~ 
ce nt, l.a e1&bt 'be-a 20 peroent •d }0 peroe~~t, 111 ten 'betwe• 30 
&lld II() peroent, 111 fOIU'teeA 'oe-a leo 11114 6o per-t, ad l a -­
Oftr 6o peront of ~ate 4eatb tax oollectloJ>e . Jbr tile uUon ae a 

wbole, credih claiMd repre .. nt 1e .. tb&ll 50 perne11t of ll'a\1 death 

t ax oolleouo ... . Ia otb.lr worde, ~o:!'tl~$:! U,,;ijRtf;@ilr 
S&P• SO SO p!Eq!J>t of tb.l 1'!4!1'!1 • 

A 4l.ffl reAt approach to tb.l enluatloa of tile pre-t are41 \lJIC 

pronoion h offered 1>7 ,... - 1natlon of tile etfeou_. .. of tb.l 41f­
fereat1al 10tate ,..,.., pa .. ed 'o7 the ft!'1011e ~tee ln order to iall:a 

a4.,...ta&e of tbo aftll al>1o ondit. l)l.tferenUal eetat• ~ •• 4e~d 
to uoor'b the 41ffere~~oe 'betwe ... ~'ate 41ath ~. aa4 10 peroeAt of 

tbl ,.41ral t ax i.llpo .. d Wlbr tile 1~ Act are - oa tb.l ota~te 'booll:e 
of tb1rt1"0n• ~teo. It bao alrea4;r 'olen l.adioate d that l.a 110 la­

otanol are the .. 1eTilo ope:ratift 011 Mt 10tatee ...,...tlllc to ~.ooo 

Or l e .. , !)ltailed data aftllal>le f or Ainl tMa Of the .. tblrt7-0U 
lltatee reftal, fl!.r tl!.lr.ore , that tb.l eft:eotlftae .. of tile 4l.fferentl.al 

lenu 1o collf1ae4 to oo~~pa:rathel:r fw l.aot&a1111. Ia tb.l - of teo 
StatiO, len~~ &114 Jw Tori<, tbl7 are aeftr operatift 'beoa .. tile 

doath t ..... o 111 tbl.. ll'ate 1 -.nt to IIOre thea 10 per-t Of tile 

f ederal 1926 oatato t ax "OpOII all 10tatee l.aolll4111c tho .. - t lllc to 
$5(), 000,000. • • York'• :rat .. are oonelotentl:r 25 peron\ al>oft the 

ltfeotift ,._ of tbl ditferenUal .. tete ta l.a " l eoted ll'awe 

COllpUtlcl on the 'bade of cra-etlo-.ire ...-it\14 to tb.l -ral ll'at le 
(1'al,.. of 11tate 1n tbola.,.4e of dollare) 

state 
i 

t11141r 1 

!KM:I lloo 500 1 ,000 5,000 
110 000 I : . 50,000 

Californl.a X 

Conneotiwt X X X 

Del ...... X X X 

(ontu~ 

llaoaacm .. t to X X X 

111eh1pzo X X X 

llha011J'1 X X X 

lion ten& X 

h'b:raelo:a X X X X X 

• • Ji-s>obire X X X X X 

II• Jere17 
Jw Tori< 

X X X 

lorth O&roll11a X X X 

Ohio X X X 

Otlt'-1 X X X 

lbo4e Illud X X X X 

1'1rc1nl.a X X X X 

laohlllcton X X X 

•i•• •·il I I 
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eex•••• credit. J:entucll:;r '• rate atructure bec1Jia with a $90 tax on 

$10,000 tatatea and reachea t},931 on eatatee of $125,000, oa Whioh 

the State credit -wHC&llle tc the J'ederal tax -te tc onl.T $100. 

lh1le the differentl&l h ~ reau.c.d ae tlw alae of the eatate 

inorea .. a, J:ontvd:;T taxee are .ore than fOIU' u .. e ae larce ae tlw 

state credit on .lloo.ooo •etatee 8Zid n•• on t50,ooo,ooo utat .. uOWlt 

to lo4 percent of tlw State credit allowed apillat J'ederal tax 11&bil1ty 

under the 1926 .&ct. !be credit~.~~& prorteion in thh 1nat8Zioe can tlllla 

be eaid tc be wboU7 1DOJ>Irat1ft ae an eqaallser. 

Ia the coua of California 8Zid llontana, tlw diffe...,.tl&l 1"T 

becoMo oporat1'" onlT on eatatee of t50,000,000; 111 nine Statea, 011 

eetateo ...,unti"C to t!),OOO,OOO or 110re; and ill onl.T oM State oil 

.. tatee UOWl tine tc $1100,000. Ia none of the nineteen Stat•• t or 

which data are aT&U&ble h the 41thrent1&1 1"T operat1ft on eatatea 

or loaa than $11oo,OOO. Ia otber 110rda, it h 1noperat1w ill the 

eetato groUps in which the M,joritT of the .. tatee fall. !he Mt 

reault h tb.at tax bo.rd.ena contl.rma to TarT be-a State a. A f 1eld 

for interetate C011p"t1t1on ~.. Zb! pl'! .. nt crediti¥ prort•19a 

1A-aQ1 tQfticieotlt brpa4 io egqpt tg ptgiQtt ipttret&St ppifp;-Jtr 

!Yll..!auitr. 

Partl7 aa a rellllt of "fal'iat1one 111 tax 'bu.rdena bu.t pr1ur1l7 

btcan .. of interatata T&riatione 1n taxable wealth, the ei~1tic.na. 

of clolatl:l taxoe 1n the Uft- atrw:turee of the "fal'ioua Statea h 1n 

no .. , .. UllifOZ"II. lA 1936 State daath taTe a, _,....till& tc .U3, 793,000 

ac=tad tor 5·56 percent of all State tax ocllecUoao. 

State death tax ocllect1one u poroen~ ot total 
State tax collectiolla, 1'-'6 

(Dietribu.tioll of States b7 peroentace int erT&la) 

Under 1:' 

.lr1zoo.a .JO II. Car. 1.01 11t&h 2.16 llich • J.06 Tenoollt ~.01 POIIIl. 11.01 

!1. llex. ·33 J:y. l.o4 llinll. 2.1& lnd. 3. 011 1. llallp. ~.23 Florida 11.~7 
:ieorgia ·3!! Okla. 1.2~ Ta. 2.~ Iowa J.2l Calif. 11.29 ....... 12. 1 

.Uebama . ::4 1'e :ra & 1.21) Ohio 2. Creson 3.30 114. 5·2g •. J. 21.39 

.l.rk. . s. Car. 1 .31 lt8Zi aaa 2.55 llaine 3·69 Del • 5 -I! 

IdMo .117 Waah. 1.63 !'au. 2.96 Col. 3· 71 Conn. 6.91 
l yO. .51 W. Ta. 1.1J Ill. 2. 97 llo. J. 79 n •. 1·90 
lilac . -5~ ll. I. 1.11 

lloot31l& -71 11. T. 1!.29 

!:. Dek. ·11 s. Do.'< • • 72 
!!ebraaka .76 
La. .911 
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110 U. ca• of 1a4htoblal S\atee, U..tr relattw dpit1- I'U&'I4 
troa "ro 1a .. ...a. •4 0.30 peroeat 1a .t.rt.o-. to 21.39 pe~t 1a 
... Jer.-r. • DMU. tuae P"'otue leee u..a 1 peroe10t of U.. tu 
...,_ 1a tiL1neea S\atee, lNI .... 1 •4 2 perce10t, 2 aa4 3 peroe10t, 
3 to II peroeat -'> 1a -· St&tee, lNIW..a II aa4 6 peroe10t 1a f1w 
S\atee, lNiw- 6 ......,..,, -.4 9 ~t 1a faru St&tee, &4 ow r 
9 peroeat ta faru St&tee. ...,. ..,. of createet relattw eta~Uf1-
1a 1,...etr1al S\at ... f 

• It tboal4 'be aote4 tbat ... Jer .. 7 ooUecUoDe 1a 1936 nre aliDOI"­

Mll7 h1ch ae a reiiQJ.t of tbe .. u1-t of uoept1oull7 lar&e 
eetat .. wh1oh eppro:dM\elT tr1p1e4 DOr-al .-.1 4eath tu oolleo­
U oiOe . 

f nor14a'• hill> poetUo10 1a 1936 h aiiDOrMl . 
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(4) PropgMle tpr thf CQorsJ1attgp gt 1 ·ader41 39d 
awe '•z•• oo Pmpertx tren•'•r• 

fbe ,_eroua propoaalo wblch hDe b11n adTaDced durl.DG the paat 
fiW )"1&%'1 for the tlialDatlOD Of the COD.filct bet .. e n J'ederal and 
St ate t&ZGtion of propert7 tranofere , fall into three «eneral cate­
~rieal (A) leparation of roY~ oourcee, (I) DOdifica tion of the 
crediting dl't'ice, and (C) ._deral-ltate i ntesTation. 

In exaaWDC the relatln .. rita of the Yarioua propoealo, cer­
tain obJect1ne auot be kept in •indl (a) !rbat &DT c:baDp in J'ederal­
State rclatlono dell net UD4ulT reduce J'ederal rnenuu: (b) thet it 
increaae oubotantiall.T, or at l oaot .oderatel7, State renDUOo: (c) 
that it net be coerc1Te ~D. the ltatoa: (d) that it be of a tJP• 
which can ~ into effect ~ ud net be conditional ~D. the 
enact•ent o f apecific killd of l ociolatlon 1D all of the Stat11: 
(e) that it dioturb u little u pouiblo the death tax l~olatlon 
now on the booko of the ltat11, lnepired 1D part 1>7 the J'ederal 
ao ... ..-t• • creditiDC deTico; and (f) that it .tlll..tae aa tar na 
poooible the need for dual. adeiaiotration on the part of fiac..J. 
aut.boritiu and dual COIIJili&DCe on t he part of tupqera. 

(A) Scparattpp of lqprote 

!booe who adTocate the .. paratlon of rl't'eJIUI aourcee bet .. on 
t ho J'ederal Oo't'ern.ent on the one bud and t he ltatea on t he other, 
a~eat two geD.ernl plano: tither that t he J'ederal OoTernz:>ent or 
the Stateo take oTer t he entire deat h tax field, laaTine the other 
oimilorly excluaiTe Juriodicti on with r eference to ao•e other tax 
or that the daath tax field itoelt be diTided bet .. en the Jederal 
Oo ... rnment and the Stat11, the former taziDC large utaho and the 
latter amall eetateo. 

fbe • oeparatlon of reT...,.. aourcea• propoaal hao been adTocated 
b)' tho Preoidemt, On Juuarr 14, 1932, wbll e Oonrncr of !11tr Tork, 
be opoke ao follon a t the • .., York Ci t7 ~cratlc Tictorr D1Dner1 

fbe time hal coae f or the 4s eoYereiptleo which baTe created 
the federal uchiurr of COTe..-t t o lilT to Waobil~Ctonl Lot 
uo follow the oricinal principlo 11tabliehed ill t he Con aUt~ 
tion in 17871 fbat the etatea ciTe t o the federal ~era.ant 
certain opecitlc pc .. ro and reoer.e to t~oelYee all other 
powere. ApplJ that t o the creat probl• of taxation. We , 
the 48 aoYereiptill, -•t eq to each other and to the 
federal COY~t, let Ul OOUDIIl togetller; let Ul eatabl ioh 
for tiaeo of poaoe a definite apportioaaent of the whole field 
of taxation. fo the federal ~Yern-.nt ,. will gi're adequate 
oourceo of taxation to •Ht the adainiotratlYe neede of the 
federal tpYen..Dt u a COYei'Dilent of defilll. te delepted powere. 
~1 other aourceo of taxation n , the otateo, r eaer.e unto our­
oel'rlo. lbezl that 1o ..,.,.,..,liohed U will be pooalble for the 
e t ate eoYereiptho t o loaD thio reoer...ed field of tax aourceo 
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aDd. to d.eterat ... wbich ol-llh ill that t h ld. eu with propriot7 

aDd JuaUco ho allocated. u tu oo\U'Coo t o local COTel'Dl:leD.t -

t o citi .. aDd. COW1Uoo aDd TilJ.a«oo and toWilo. 

J'llrlher.ore, and. of equal l..llportance, b7 d.irld.iQ& aDd clar1f'7-

i"C the tu oourcoo of conn~~~ ... t , •• ohall lift froa the 

backo of let;t u .. te ontorprioe bu.rd.ollo which ill ...., caooo 

are Ullfal r a~~d. llloquitlhl7 d.iotributed.. I baYo az> ._11 

t.Dod.iatel7 at hand.. !ll.lo TorT -11: I baY• ra~D.d.ed. ta 

tho lat;lolataro of t hio State four ocurcoo of ad.d.itioll&l 

ronDU.e, oaob Ollo of thea az> iuar aaoo 1n ortot1116 tauo. 

llelther I D.Or tho l at;lolaturo hu aD.7 li:D.Olrl~ ot whether 

t he fod.or&l pYo..-t a IIOilth or two belloo - or aq D.Ot 

i 11p0oo tuoo Oil procl11l7 thooo - oourcoo. Ill the -

wrq, D.elther the lociolat,.... DOr I can, until t hh UDeor­

talllt;r 1o cleared ~. take aD.7 practical otopo t o turn onr 

aD.7 of our on tu OOUl'COO t o the looal COTerD.D.,.t UD1 h to 

help thea O'llt b t ho coDAh&ct of tboir local affair.. ~ • ., 

i f the otato 1r1ro to allocate ,... tu oourcoo to tho eitieo 

or coUD.tioo or tano, tho wbolo q ot .. could be d.eoti'07od. 

our 111cht h7 a oud.d.IOD tu1"C of tho 11 I&Do oourcoo h7 

lfaehl~n. 

'l'he Praoid.ont'o otatolllllt ,..., llO doubt, proToll:od b:y pra ctical 

d.itficv.ltieo onCOUDtored. ill raio1116 State ....,o~~~~eo duriac hio cul>•r­

natorial aporieuae. It - aloo he collced.ed. that oeparaUon of 

oourceo would. ellllilllh dual a4aiD.lotration aDd dual co.pllaiiCI• 

'l'hero are, hol'l.,.r, oh otacloo D.Ot riToaled. h;r tho Prooid.ellt which bulll: 

larco ill tho path of ouch a propooal. !'he oooponUoll of tho Statea 

which ouch a proceanro i...,olToo O<r<Ud. not raad.i l;r be olltalned. aDd would. 

certainl;r b e time COilWDaill&• 

.. ell aoro oorioua h tho d.ifficult7 which would ho oncO'Illltored. 

in tho correlatioA of tho c!iotrihutloll of l'ITIIIUI oourceo with the 

allocatioA of COTI!'Illlllltal fullctioAO. Oil thio point Bale ot ated.l 

If the tauo 1'11'0 aootcned. to thooo Jurlod.icUcllo which can 

hoot a<Winhtor thea with ao prorloioll f or t l'llloforo of part 

of the :yield, aDd if tho 1\mct10111 of COTirllDOilt ill CeD.Oral 

wore d.i otrihut od 'b7 tho oaao toot of otfioi-. it h alao ot 

iDCOIICiiT~lo that tho rooultillC patterDO Of OOOto &114 r..,IIIIUIO 

wollld. be ..,., 8FI'ro~ol;r id.elltill&l. If , 'b7 - fr.lt of 

f ortw>o , th~;r o!>oul4 chaftoe to he 10 at a ciTIOD 110-t, oh&Dpo 

either ill flOYit,...,.tal t'allction• or tho oolld.i U ollo which conr~~ 

afticl- 1a adlolD.lotraUoA would lamod.iatol;r d.eot ro:r tho 

id.e11tit7. ~ a practical •ttor, oltbaY otfici•CIT ill tlae 

a4a1Jdotrat1oll of tiiXIo or otnolOD.q ill tlae parforaD.OO of 

otbor COTorDDeD.tal tu..ctlou would baYo to be ao.criflced. Oil 

tho altar of tho hal....,ed. bu~et . !11.1• d.i fficult;r 1o ""' &ll 
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1J:Iagin&r7 o~~e. !he e:operi..,ce with the daTice of aepuaUoll of 
aourcu ill neb at a t ea aa Oal1fonl.a brillictl;r i lluaillatea the 
polllt. flM taak ot aaklDC a fedaral-atate plan of aepuaUoll 
tlaible a.ll4 adaptable to conatctl;r chaJ>Cia« coll41t1olla 1a wb­
atcnt1all¥ .,re dift1cW.t than the corrupolldia« taak in the 
atate cd local aphere C•· ! . .t.. Proa"diJ>Ca, 1932, pa«e 229) • 

!heae couidaratlolla prooopt the collcluaion that the • aeparailoll 
or aourcoa• idaa in Uaelt ottera l1ttle opporlllllity for the eoluUon 
of the probl ... of coutl1ct1DC taxation. 4aoord1J>Cl;r, ill the tollowia« 
aeetion attention ie directed to other poaaible .. thode of coordinati on. 

(:a) Mpdtt1g&t1o p gt Crt4ttty Di!fse 

The propoaala for t he .,dit1cat1on ot the preaent cred1Ua« proTi­
o1on haTe been pnerall;r prooopted 'b7 the COI!Yiat1oll that the ... unt Of 

:ra1'811\le currentl;r der1Ted b7 ltataa troa death tUlia 1a iuu!fiohnt. 
Accordingl;v, lfalradt raco-llda that the aaount of credit tor State 
to.xes be incraaaad froa 1!0 to 85 or 90 percant of the tax l1abtl1t;y 
under the 1926 Act. ll&ic, on the other hand, re-ell4ed that the 
80 percent credit for State d&ath tazea be ~lled to the entire ;yield 
of the l'ederal utah tax, ""'t Mrel;r to that portion of 1t collected 
under the 1926 llnenue Act. Othera han urp4 an e:opanaion of tha 
crediting proTiaion to the ~tt tax. 

All of t heae propoaala, 1t will be obaer,..d, would appl;r a tlat 
credit a&ainot l'edaral utate tax l1abil1t7 on all eatatea irreapecUn 
ot oize. Aa an alternat1Te the Ooaaduion on OontUcUnt; taxation wc­
~:eots that adain1atrat1Te, econo•io and thcal cona1derat1ono point to 
the deo1rab111ty of allotUD& to the lltatea a larpr ahara of the r eTel1\le 
from amall eatatea than troa larp eatatea. The contention la ~rted 
b:y the tact that Mall eatatea can be .,ra aaa111 aaaeeaad b7 ltetu, 
that large eatatu are in the ..tn ae..-ulated and 1DYeehd in intar­
atate e.nterprhe =ali:1D& t~ national ill eharaetar, cd that state 
tazation of oceaalonal large eatatea pro4Dcea unpredictable fluctuation• 
in ruei!Wia. 4acord1DC11, it baa bMil wgeated that the cradiUD& plan 
be graduated &iYiO« \be ltatea the &re&ter p&rl Of the tax Oil eatatea 
under $200,000 and allow the l'edaral 0oYeruent to ret&11l IIOat Of the 
tu luied Oil that part of eetaha in exoeu ot $1,000,000. A crduata4 
seale of credita haa &leo been =&ad b:r the lift York State Ooaaaiaaion 
for the l!eY1a1oll of Ta% lawa, which reco•ellded a acale of gr&dUAUon 
with seven bracketa, peraittiD& a credit of 1!0 percent Oil eatatea up 
to $150,000 and 4ec l1n1D& to 20 percent Oil eatatee &boTe $10,000,000. 
In the interut ot al11Pl1clv, ;r. If. liariln , ,.., .. Co.ataaioner of 
l!eTel1\le for the State ot lentucq, -eata the uae of t hl"M brackeh, 
75 percent credl t on the t1rat $100,000, 50 percant on that part ot 
all .. tatea bet-Jl $100,000 an4 $1,000,000, and 25 percent on that 
part of eotatee abaTe $1,000,000. 
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Ill re!eHZ~Ce to &11 of the .. propoaale, it ebould 'be o'betr"'d 
thet "" ..,d1!1cat1oD of the creditlac prorldoD can el1a1Datt the 
nece .. 1 t7 tor dual a4a1D1etratloD IUld, in aoet cae .. , =a1 COJIIPll&DCt 
OD the part of tupqere. In ad41UoD, azq 110d1ficatloD ot the 
creditlac proYleiOD would interfere nth State lechlatloD w!Uoh .... 
det1cne4 to ,..,.... a4'rutece of the 80 percent credit """ aYaila'blt 
llll4er the 1926 act. !hie , it el>ould 'be o'beernd, h a dpltlcut 
coDtlderatloD 'bec&uH tnut7-ho State lawe dedped to a'beor'b the 
credit peraltte4 IIC&inet hderal tax .. , are epec1fic&l.l7 otate4 lD 
terao ot 80 peJ'Oelllt of the 1926 fe4er&l. 1"'7• !baa, a chazlce 1D the 
aiiOUIIt of the credit would -~-tlc&l.l7 iJIYal14ate &11 of th'"' 
State otatuteo IUl4 c&l.l forth a tull OOJIIPl_..t of othere. JUrtber­
IIOre, the extceioD of the cre41t1ac deY1ce to the cttt tax would 
toroe upoD the It&t'" the pl'OIIpt cact .. Dt of State cttt taxee, add­
ing there'tr7 to pro'bl•• of e4a1DlotratloD IUl4 t"" coJOPli&DCt. CD the 
.other balld, the pro'ba'bilit:y of lo .. of federal reYenue Dted DOt un~ 
coDCern ue here, Iince, ao po1Dte4 out iD the prece41ac Parte I ud II, 
rn~~~erouo opportUDi u .. are &Yaila'blo tor the reY1o1on of tile federal 
tetate aDd cltt t"" wblcb are a4equate to co~eate ! or aqr loeo ot 
federal r.,.tw. thet ~ reoul t troa a ai110r 110d1t1cat1on of the 
cre41 U~~& deYloe. 

(C) lo4tra1-lt&te Iatvratiop 

!he t hird cateco17 of propoo&l.o would lDtecrat• feder&l. IUl4 
State death taxee. fh'"' ·are of a wide Y&rittJ'. 4t 0111 extreae 1o 
the propoo&l. thet death tax.eo 'be adaiz:htertd 'b7 tilt It&t'" IUl4 thet 
the J'oderd ao ........... t 'be peraitted to requltltioD the .. Stat .. tor 
ou.ch 1\uld.Jo ae 1t requlrea. !hie, 1t will 'be recopiaed, it the db­
credited method of the old Confederation. Mort frequently, it ie 
ouueeted tbet death tax.eo 'be admiDiotertd 'b7 the federal QoYirDatllt 
with Olle or t he tollowillt: COD41t10ilU (1) rltb State-oherl~~& ill tbe 
rnenu.e, (2) rltb federal t:raDte-l.n-aid to the Stat .. , (3) rltb in41-
Yi=al State a441 t1one to the federal 1"'7, 'both to 'be federall7 ad­
a1Jiietere4, or (~) wi th tile retuUon of all of tbe J"eYIDIIe 'b7 tbe 
feder&l. Qoyu-ent topther wi t b federal uw.ptlon of rtopollll'bil1 ty 
t or the fiDaDoiac of eoc e fUnction """ till&DCe4 'tr7 the Stat... With 
reepect to tbo .. propoo&l.o, it obould 'be o'bHrYed thet all 'but the 
0111 d"1t:nattd u (3) could 'becou operaUn oD17 after ~ropriate 
act1o11 bao 'bttn taken 'by all Stat... !hq would 'be inopenotin, in 
other wordo, eo loac u a olacle ltah otqe4 ott the "baau1 ftCOil• • 
'!'be coercioll illYOlYed would 'be particularly 41otute!ul 'be-N ltateo 
have 'belll illcllned to Yiew death t.,...tloD u their own rather tball the 
federal GoYtrDaODt'o prerocatiYe. With reopect to uua'ber (J), dealiDG 
with fedtrally•adalahtered State ad41tloDe to the federal leY7, 1t 
h CODcl...t.d thet the wide lat1 tude 1t attordo tbe oneral ltattt, 
particularly ill the eYIIlt of lte piec-..1 adoption, h Ubl7 to -
bailee rather th&ll reduce lDte:retate -n.lct. 
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(5) .. c-n4od Proeedll.re !or the Coor411oat1on ot 
re4erel e.D4 State Death !llt.Do 

1h1lo ...,.,. of the propooalo conoidered ahon can ir.41'ri4ull7 

ool•o the '11"01.1• of re4erel-ltato eonnict 111 tho tlold of death 

t asaUon, a .ooobiution of two of the .. thode appear• worllablo. 

lpocitlcal}¥, 1t h oue&eoted that 111 att-t 'bo -.4o to olla1nato 

the oldotlnc connlct in death tuatlon b7 a COilbinaUon of the 

prooont croditinc deYice with a rodorallT-adainiotored locall7-

obaro4 IQ'ot~ ot death tuaUcn. !bl.o 0111 be achhYid 'b;r prcY141nc 

111 cptloc 8f follona !booo ltat11 which conU~~UA to-1...,- their o"" 

inberitac~. &D4 ootato tazeo -.;r contiau. to take a4Yantece of tho 

80 porc ... t cradit allowed ~not rederal tazeo Ullder the 1926 .&ct, 

!booe Stat11, on tho other band, 111Uch will ahollob their o"" 4aath 

taxea mq rocoiYI in lieu ot the eo tate tax cl"'41 t a ti:ud propor­

Uon, II¥ 25 percent, ot roderal ootate e.D4 citt tax collecUono 111 

their 1A41Y1clllal ltateo. Iince 1t 1o deoired t o oncounp 41ocont1~ 

ance of State tazeo upon proport;r tranetoro t o ollaiute 4l>al 14-

ml.Aht:raUon and 4\lal tax CCOQ>li.,ce, tho rCYenue allocated tl1o 

.....,or1t7 ot the ltateo w:uter the oecond ot tho optlono obollld 'bo 

aubatantiallT cnator than that acol'lllnc to them under the operation· 

of tho credi tine proYloion &Ad ohould ln ! ret 'bo u croat u that 

which thq DOW deriYI froa death taxoo. 

1'bo adoption of thio opUoiiOl arraac-.,.t 1o boll8Yod to poooooo 

INII8rouo adYut-coo. In tho tlrot place, it proYidoo a CTadllal tranol­

tion troa the oldoUac ol tu.atlon e.D4 can thoroforo co into operation 

ia>odiatolT &D4 nood DOt 'bo pootponed Wltil .,..,h U.ao u ~ropriato 

let;hlaUYI aetion hu been tabn b7 all of the ltate1. locondlT, tho 

ar:ranc-ont h ln 110 oenao coorciYo upon tho ltat11, bllt will obYiouelT 

'bo attraotiYe to tho ltatoa. !bl.rdlT, lt will oli~nate tho nocooait;r 

of separate State adainht:raUon e.D4 dual 11tato tax co~l1anco without 

looa of I tate ............. rourtblT. 1t will nacoaal toto DO - State 

l~ alation, a1 thor 1A oatato or cltt tuaUon, bll( rather will pro­

duce a rra4llal ropoal of oldaUnc lociolatlo-... 

rurtho...,ro, tho propoao4 coor4.1nat1nc derloo would contribute 

to the oolution of tho probloa of ltato Jurladietloll with roapoct 

to death tuatlon. lbilo tho Jvh41ot1oul probloaa arloiac ln 

co1111oction with tho a4a1n1atration of ltato death taxoa ~~ been 

,..,.tlT olapl1thd 41lrinc tho put fflfl 7earo aa a roault ot auch 

lluproao Court 4ooh1ona u that ln tho ftrot •tlonal BaZik of Joaton 

• • • 11&1110, 2811 v. 1. 312, UDCorta!llt7 and conflict atlll roaaln. In 

renorel, tranetoro ot ftal Mtato .... tua'blo 'b7 tho State 111 which 

the proport;r h located &D4 tanci'blo proporq 1a taxable at tho place 

whore 1t hao 111 aotll&l altua at tho ti-. ot tho owor• • death, In­

t~~~t:iblo proport7 1o tua'blo 'b7 the State in which tho decedent bad 

hla raaldenco, IIDloaa it baa acquired a bualnoaa altua olaewboro. 

SO...or, the ~ation of bllalnaoa oltuo tor intaaclbloo 1a atlll ua­

aettlod. rurthoraoro, d .. 1o1lo with rofol"'nce t o intanci'bleo 1a nbJect 
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to ltato aoYoretcat7• Ia ooa••'l"•oe, YarlaUou u:iat pro4ue1DC 

UDAealrabl o doable taxatloa. !be Dorra.oo oatato la a reont caao 

1D pola t. •-• at t ho laalt ot -r4.1DaUoa l'oDllqln.Dla all4 

.... Jnaq, -••.-ela.f-b.u to norr-'• c!oalollo, .. re able 

to coll.ct, tbe oaa tl-7,000,000 11104 the other •15,62o.soo tra. the 

.... oatate, both a4111tt1DC at the -• tlao that loctoallT a -.a caa 

be a "-lc1liaz7 reela-t ot nt au ltata. ......rthol • ... 1t lrd'Pe&r• 

that a -.a tor tax pvpoMa -\a haU to poaao .. "-leila la t110 or 

aora ltatoa. !hl.a ,tlarla41oUoMl probl• would be olbdDato4 wore t ho 

Jodoral Clonnaoat the aolo ac-a7 l"J'iDC a 4aath dv.t7 la tho 'OD1 ted 

ltaha u h 1D taot hare rt ll4a4. !be probl• would thaa reaoln 

1tool t 1Dto ou ot 41atr1n\1oa t o \a 4atoralu4 '117 ta.tr aad ~Ual 

...Uoo of 4oaiollo, ...Uoo wbloh would aot \a nl>Joot to lateratah co~ 

n i ct n t rat bar to the ~lal acrv.U1L7 of the ro4aral ClonnJaOat. 

Oopiaaaoo allov.ld aloo \a talon> ot the t aot that tho ooor41Dat1oll 

IJt the Jo4aral all4 ltah taxa• oa propor\7 tnaatara u hare propooocl. 

would craatlT nhaoa ,.,.oral aoctptahlli\7 at the coat-..lato4 rerl• 

tiona ot the 7o4aral eotato &114 Cit\ tax .. thaaolno. !be roalh .. 

tlo" that 1D l'WYhlDC theao two 7o4aral taxao prorlaloll hu ben ll&4o 

tor the cra4Da1 ou.laatloJI o! the oorroapoJI4hc ltat o l orlaa with 

their a44acl. l aoo11Yall10110o &114 bvci.OD, all4 t or their ropla~riDt '117 

a ci.1Yor o1oa of ooao ot tha 7o4aral ...... ..,.. t o tho Ita t eo, woulcl. be 

certalJI to re..Ut 1a aida }l'lli>Uo wpport, 

flaall7, the propooo4 ~.,trill prorl4a tor a pa4Dal 

ot.pllf1oat1oa ot the 7o4aral aotato tax otrv.ctvo itoal t. !be oo.­

pv.tatioJI ot p ree ... t :ro4aral Htah tax l1a1>1Ut7 h -=• .. 1nl7 

-bereoao 1aYolrlDC two rat a oohaduloo , oao _,o4 ill 1926, tho 

other ill 1935• 11Doe the t1rat at t he .......... oalT the purpo•• of 

4atera1Dhg t ho •r' -=t ot cra41t wtdch MT \a cla1ao4 for 

taxao pa.td to tho Ita he, tho aoe4 tor 1 to o:detaaoe rill pa4Dall7 

41Dlllloh .. the Yarlou ltaho ualioh their twa 4aath taxa• ill 

order t o qua.Ut)' t or ltata oharlDC of Jedaral ..... _.. 

hoe .the pout of Yiow of tho Jo4aral Cloni'DMilt, the 41ao4Y~ 

, ..,. ot tho propoaal lho 1D the tact that 1t will oel'Ya to traaator 

- reYcu to the ltaho wbloh ot harai" oould be ieta.tao4 for 

:rodaral pvpo••· l'n that .......,,. atOP• t.ekaa 1D the 41rao\1oJI of 

:rodaral-ltah oooftiaaUoa -.t be -llp&Dio4 with a otNGtu.ral 

ronoloJI of tho •tate tax 11104 a ooor41llat1oa. of t he ootata aa4 tho 

clft tax. Ia Wo CODUOtiOD 1t - be po1Dto4 out that the roYi• 

oiolll r-••'o4 1D tho two torecoillc •otioae will be aore thaD 

....... t o \0 OOIIJ*IODtO tor the laor ... o ilL the -t of r&Yeaa.. wbloh 

would \a 41nrto4 to tho ltatao. 

It&t .. are - 4ar1rlD4 ..,rc:daatol7 •100, 000,000 a 7oar fro• 

4aath taxa•• !bu, the -to 41nrto4 to tha UDder the propooocl. 

........,._, woulcl. at load han t o oqaal that -t. Ia roallt7 1t 

would baY• to be n botallt1all7 h1CI>er , partl7 booau .. 1 t will hav e to 
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lie ~\rah4 \loa\ ~ U.. I\& tee -'an4 to beufi \ tJooao U.. 

e.ooll4 op\loiL u4 pan}T "-e \be ...,wt.h 11t u1611 f or ltah llhariac 

will baYe \o lie lltp -.acla \o aHrao\ aoet of tboee 1\at .. which aow 

l1111p0ee eQeol&ll7 ldch laue of \belr .,.., !!Ia\ will --Uoal}T 

lAOHue \be - ..Uooate4 \o all of tile other 1\ahe. It eboul4 be 

ob11neo! , --.r, \bat U.. _, 11bich will be 4lnrh4 \o u.. 1\at ee 

v.adn \be propo.-4 anuc-t will ao\ rwpre11v.t a ae\ redllo\loiL troD 

h4Nal NY.- h 11 pan or lt hal......, 4Mil.o\e4 1A \be rorw 

of ore4lh ~\ l'eUral laDe f or \&De ~4 to 1\&teo. Ia 1936 

well WuUou _,e4 to t44.ooo,ooo. IlL a oeue, too , the ttm4o 

\rauf~ to \be 1\atea will baYe bMD 4nincl troa tbo11 ....,hlou 

of \be I'Maral \&De tbeaeel ne which were 1A par\ a&4e po01lble 117 

\be r .... t \11&\ tlll!r will eDMl e \be eliJd.D&tloiL of onr~tac State 

\rueter \aDeo hr\J:oaw>re, wbetber the propor\lOIL Of ee\ah &IL4 

cit\ tax collectioiLe 4lnrte4 \ o the 1\aho lbov.l4 be pl&el4 at 25 pe~ 

... , . or at - otber r~. _, be 4oterwiiLI4 wt.til tile uac\ 

r.rtlloiLe Of botb \ &De are 4ofi1Llh}T 4eoi414 'llp011 aDd \be r. ... a"CCI 

~fiCUOI td t boM r.,.hlou tv.llT ~~~e1T114o 

It aq be oo;>110h4 that there will be - relutaaoe oa the part 

of the 1\ahe to oe4e \belr preropUne reopeottac p~rt7 \ftlllfer 

tuatloiL to tbe I'.Ural Ooftraai!Lt, It will be reoalle4 \bat \be 

1\at .. are wont \o look 'llpOA \bie tiel4 o r tuatloa u \ b&lr pre-.ptl4 

tiel4: a Yl• which, 117 1h .....,t .. a t of \be cre4lttac d.wice, \be 

1'141ral OoYeraaeat bu itoelt illdlrect}T O&DatloiLI4o 

!l!llere are o\ber conel4eratlou, Jwwe;a, Wleb are oartaiiL t o 

Wlicb aore be&Yi}T wi\b tile 1\ahe tbu \ bloreUo&l preropUne. 

:riret of all, \be 1\atu real111 \be\ \be probl• of ooDtllctiAc 

l'e4or&l-ltah \uatlon 11 larp}T tbelr probl• : that it le or eeooadarT 

rwe- oicaJ,tiO&ILOI \o \be 1'141ral Oonraa&\, M4or4l~, \luo' are 

prep&re4 to proaoh ezt!T equitable 41Y1ce lea4lac t o \ be eu.l.D&Uoa of 

oontlic\, llooli41T, tbe propoel4 41rtce will ellalD&h iiLteret ate 

cc..,etltlo~> llhlch \be ltateo tv.ll Will ra&lh e bu oa prencnuo oocuic11a 

creat}T 4.qr1YI4 \belr lchari\ance aDd ee\ah \ueo of pro411ot1rlt}oo 

!l!lllr41T, \be propool4 o!erlce will ad4 oub otuU&llT to tbe traaeter 

tax r.Yelllllee of aoet of tbe 1\aho. !bio la partlcv.lar}T true wi\b 

tbooe 1\aha 11blch, beoauae of th&lr - llAI••• aro i .._...,le of S... 

poo1ac u eKectiYe prope r\7 tra111fer tax. Ia \be oaae or \be \brei 

or f oor&r est..- I\& tea , 1110 att~t llll4 be aa4o to equal pre111L\ 

rwe.,...o, pan}T "->11 tbeoe are \be 1\at eo which are aoet eapr t o 

eu.l~~ate ooafllc\ u4 will therefore ...,quleoce \o a ai110r NY....e 

loao , aDd pan}T boom• U.. wep\a!Lce ot the d.wioe 'b7 tbe oU..r 

tort7-tov.r 1\atea will l eaYe \be r.aa!Alac r .. little, it ezt!T, alte~ 

un. hrtberaore, tblee enr- 11\ahe are preche}T tbo11 11blch are 

acot eeulUn t o i!Ltere\ah OOII'etition aDd the po11lbllltlea of 

wealth alcratlOILo 

Oil the otber bllld, U.. 1\aha will nqv.lre ,.,.. u-oe that 

tile propo ol4 ~t lo ao4erate}T pe._..t. !be l'e4eral Oonn>­

act, bowner, olwnl4 be prwpare4 to ctn .v.ch U llllr&DM aiAce 1\ 11 

here ooacer!LI4 wi\b a taz 14e&ll7 qv.alltie4 f or perwauat IIL4 o\able 
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pod Uoa 1a \bo hteral taz n ..... ture. .l'ropert7 tra.nater tazee attect 
~Uou IPMM. onr a lifetSM u4 ellcnll4 tborefora be etable, 
!be .. tate of a pareoa dl'illl ....., rahe an '-Poraril;r b1cl> 1a e..,eral;r 
pcal1ae4 1a oooqoarleoa with aa .. tate tuallle at ao•• otller tl.ae. !be 
luqui\7 h "paolall;r cr-t "-toe tbo properl7 tra~>efer taz 1a 110\ 
1..,1e4 emmall;r 'but 01117 o110e, at tlle tiM of Aeatll. ltable tra.nefer 
taz rahe 110t oal;r p..-te eqQi\7 W.t tea4 to eacoarap u4 u.llle 
proper\7 oaan to protaot tllelr eetatee 1o- prort41Dc reaA!l;r 11qu14 
aaaeh auttlol .. t for the ~t of traaater tazee. nu.m.auac l ... lee 
~ la41rldaale to ponpou tbo p}enntac of propertT traufere 
1a the hope \bot tu.e ~~q be recla.oe4. fbeoe couldaraUou ellcnll4 
aal>le tbo J.Ural Gon......,t to aaeure tbo ltahe of tbo e tabllH7 
of tbo propo..& ooor41aatlac ~toe, whloh toptller with the lllloYe 
..-erate4 faotora will r..Ur tbo propoae4 ooor41aaUDt; ~lee 110ra 
than acceptable to th.R. 

In conolualo11, too ....oh e"''haaia oaa110t be place4 -· the 11eoe~ 
e1t7 of ll&ld.IIC a otan 1n tlle 41racUoD of J.Ural-ltah tax ooordl,_ 
Uon. !bat tbo cUro probl- oaanot be eo1Te4 with one clear lftap 
co•• withou t oqiac. It follon that ati-h at eoluUon ahoul4 
proceed taz b7 taz. Death taua otter a coed otartlac point, parll;r 
because of thalr wide uae u IOUI'Cee of ltata ..... ......., loot prbarll;r 
becati.M thq preo.,.t .,. opportlllli\7 for 114410« mbeta~>tlall;r to ltate 
reTenuea wttbol!.t a oorraapoa4lllg lo .. of J.Ural ..... .......,. !he rooult• 
1~~g good will would oolltrl'bute ~1>1;( t o the aolutlo11 of tbo 
Jederal-Stah conflict in the other f1al4a of tazaUon. 
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!allle 6 

S\&\e ..-u. \&Baa lle\bo4 ot WJdDc u.ap\loaa 
(~ ot h 1lraaq 1, 19:m 

.Ar1a011a 
01111tol'Dia 
Oo=ecUc:u~ 
Dela.are 
Tpd!ere 

JJ.a'bll-. 
.&raDaaa 
Oolora4o 
norida 
Georpa 

Louial.aa 
Y.lcbtp·n 
IU.mleaoca 

~~~~~~--... Jereq 
Ww t ol'k 

ldabo 
llll.noia 
loa 
ltlmaaa 
lla1Ae 

ObS.o 
Orecoa 
~ lal.NI4 
Sou\b DilleD\& 
'-•a-

ll1aaha~1 
llhaour1 
!febraaka 
lfw lleltl.oo 
!forth Carolina 

J . S\etn which ql07 ftll1shl.ng •D~~>UOCal 

lentucq 
Wed T1rctn1a 

4. States which eaplo;y OORd1Uonal exeq>Uona: 

tea a 
Ukb 
Te,_, 
Tlrebia 
lla-.olA 

Wor\b DilleD\& 
Okl•,.,.. 
Sou\b Carolina 
lllt.aht.nctoa .,cain& 

5. lfew Bampah1re allowe tull ._.,uon w Cla .. I 'bcet1c1ar1ea 'but RO •:aa&­
t10R t o Claae II 'bellet1c1ar1es. 

PeRR0¥1-u& allowa parUal eD~~~PUOR w w14Dw or cbS.l4ren &>14 t&a1 the 
'balence at a tlat rate. 

Source: Comp1le4 on the 'bash of State et&tut ... 
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!alit. 1 

•••••• w... ... tuJ'Illl 

Talu of ......,tloao 011 ....,_., of laiW'&JICo 

19Jl-19J5 
(llet ••ta•• o1a1111 .... -•• 1a .........,., of dollan) 

T..r of tlllJIC 

ret 01\&W o1a0111 : 
19Jl I 19J2 19JJ 19~ 

Jot t&Dbll uder 
1926 .Ut "'" w...-
abl o 'GII4er .,.bee-
quet aoto - - - - - - - - - - - - - .ll.C)911 

tJDiler ~ $ ~,6o1 • II ,$ 1,127 
50 _ 100 .1211 2. a..,. tl7.~

 .. , 
11,155 

100 - 3)() 6 ,7611 • 7 5.~ 

200 - II()() 6,763 5 ·~' J; 
laoo - 6oo ),101 2, J 1,9J7 

6oo- eoo 1,n6 1 ,61' ns 

sao- 1,000 1 ,119 1102 722 
1,000 - 1.500 1 ,11) 190 599 
1,5()0 - 2,000 767 37J 252 
2,000- 2 .500 i!~ 

112 

2,5()0 - J,OOO Z50 10 

},000 - ~·500 ~3 1Jl 29 
~·500 - ,000 1 1 1~ ,000- 2•000 161 

~·000 - ,000 101 25 7 

,000 - 1.000 9J n 
1.000 - 1.000 so - llo 
8,000 - 9.000 II() .. , 
9.000 - 10,000 -

10,000 aD4 o,..r 1112 110 

!'otel IIO,o65 J2,9J7 J7, J52 

lJ Jl>r ot&U otloo oJI P"'U 11\atll - !'able J• 

Souro11 S~thtloe of I go .. • , 19J0-19J4· 

5.m 

'·~ 1, 
1,054 

1116 

~ 
100 
120 

n 
101 

6o 

J2 

IIJ, 7115 

19J5 
!'otal 

t\11,017 • ~.6114 

1,= 112,1162 
II, 25.0119 

~·310 211,951 
.1~ ~.m 

2,0112 11 , )07 

1,~ 6.257 
II,~ 

1 .117 5. 
Jll7 2,0Jl 

~~ 156 
9JO 

"' ~ 117 

II() 
3111 

~R 
J7 119 

IJ 

25 2117 

46,910 201 ,0()9 

: la\lo of 
•1---
: u.aptt.oa 
. ... 11"001 

; ''"" 1/ 

4 . • 
J.ll 
2.72 
2.:2 
1. 
1.~ 

·97 
·~ .62 
.IQ. 
.2) 
. J7 
·29 
. 21 
.16 
.01 
.10 
.16 
.07 

.OJ 

1 .66 
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!llb1e 8 

"latah tu nftn81 Talue of a.a...:UOil oa acCIOUilt of 
charth~1e, palllic u4 eiaUar 'becpaah 

U3l - 11136 
<••t eatota o1aaoaa u4 .ooaDta 1a tbo~au4a of 4o11aro) 

Tear of fili~Q~ 1 Jlatio of 
!lot : ohari table 

eetate 'fotal ~fh to 
cluaea 11131 1932 1933 lila& I 1935 crooa 

••tat• 1 / 

Jo• taxable UDder 
1926 .Act but t~ 
eblo Ulldor wl>ae-
quent aoh . . . . . . . • $ 9,862 • 12,9&0 $16,825 $ 39,647 3.8 • 

UDder f50 $ 13,863 $ 15, 37? 7,283 6,689 <&,983 <&&,1915 3,03 
so - 100 7,285 6,<&62 5,~ 5,2811 4,1<&1 29 ,014 3 ,15 

100 - 200 18,072 10,43> 6, 09<& 9,157 17,166 &0,908 <&, 74 
200- 400 28,745 20,303 7,0<&6 7,7111 12,328 76,173 11.06 
400 - 600 32,116 26,402 5,361 7, 820 <&,097 75,796 8,28 
600 - 800 8,078 8,299 4,249 6,<&72 8,601 36,699 5. 114 
800 - 1, 000 21,11<&8 8 ,021 16,708 633 1,468 48, 378 9, 64 

1,000 - 1,500 7,682 10,944 3, 392 8,1311 <&,631 . 36,764 4,29 
1,600 - 2,000 8, 4o(.6 1,2'18 1,56S 14,887 2,328 28, 1504 15,71 
2,000 - 2,500 3 ,068 l5, ea5 3,429 111,367 1,093 38 , 642 10. 51 
2,600 - 3,000 9, 936 532 560 1, 677 957 13,662 11,39 
3,000 - 3,500 1,<&19 252 1 ,406 8, 07<& 1,678 12,839 6.311 
3,600 - 4,000 1,517 1,<&87 365 9 ,423 333 13, 125 6, 20 
4,000- 5,000 6,802 375 2,299 540 351 10, 367 <&.25 
5,000 - 6,000 470 458 290 2,956 4,164 1,89 
6,000- 7,000 169 10,510 388 11,067 6. 79 
7 ,000 - 8,000 2 ,728 2,276 12,977 17,981 14.8? 
~ .ooo - 9,000 85 5,148 l25 990 6,3<&8 11.17 
9,000 - 10,000 200 200 ,62 

10,000 an4 oftr 11.326 1.!!Qi 95 591 13.81§ 1.91 

Total 183, 365 1<&6,443 76,253 1.."7 ,942 85,516 619,609 5.10 

iJ for ete.~iat1ca on a:roaa eet•.tea , aee Table 3. 

So\U'Ct: St&t1et1se pf Ipgz•. 1930-193-1. 
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Italic' of ....... h ee\Gtt \&a H\W'D.a fUocl, 'b)- oe\ •:taW ol.a.M .. , 

for ,_. 1'f;tl to 1915 

lei ...... m .. t- 11101 

'loofore _,u. 1'f;tl 1931 1919 19:Jl 1931 19)2 193) • 1')34 19]5 

(ooo .ttwl - tliJO 
2,~ 4.m 4.5 

tliJO - 1!10 2,&.10 2,~ 2,:S! 2 .~ 2,154 1,8E9 1, 1, 1, 

1!10 - ::1)0 1,~ 1, 1,~ 1,:i)6 1,112 ~ II 
::IDO• ;: 1,8 1,QG7 1,~ 1,~ 1,~ 

'71, 
,.,. 8114 1, 701 1/>7 liP 5)4 

~; '1110 m m 414 ~ ; 11 1~ 1,& m 

,., Zll i 
~ 112 

,., - 1,100 105 llO 111 ~~ 
llO ; I 

l,lOO • 1,&» 11 1~ 149 1~ " 1, &» - 2.100 
, 911 e 26 " 

2,100 - 2,&» a 44 41 ~ ~ 
22 18 1a 

1.6 

2,&»- u: 19 ~ ~ § 
17 ' ~ 

3.100- ~ 
12 19 10 5 5 

3.&»- 4,100 u 14 ~ 9 i 12 8 

4,100 • 5.100 8 1.6 14 2S ' 5 5 

i•IOO. (,,100 , 12 10 8 1a ~ 4 1 7 

,100- 1·100 7 7 7 
1 ' 

1·100 - ,100 1 1 ' 7 4 2 1 3 2 

,100- 9,100 2 3 4 2 4 2 2 

,,100- 10,100 3 2 2 1 1 1 

10,100-- 7 8 16 15 17 ' 2 2 

IDMl 6.~ 6,11.6 6.758 7.o2S 6,)64 5.104 6,1/>4 7.981 8,E55 
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