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ABSTRACT 

The Congress originally intended that the estate tax 

would raise significant amounts of revenue, and that the 

gift tax would help prevent avoiding payment of the estate 

tax by gift giving before death. While the objectives for 

the gift tax have generally been met, the estate tax has 

never raised significant amounts of revenue. 

Recent federal estate- and gift-tax law was 

designed, in part, to reduce accumulations of wealth. 

Evidence shows, however, that significant portions of wealth 

continue to remain in the hands of a few. These facts help 

explain why professional pollsters have obtained views that 

suggest a lack of effectiveness and equity in our federal 

tax laws. 

The primary purposes of this study were to (1) 

obtain and evaluate the views of Arizona and Maine citizens 

regarding certain topics related to wealth and redistribu

tion of wealth, and (2) recommend changes in federal estate

and gift-tax policy and/or law when consensus viewpoints 

suggested that philosophies inherent in current tax 

provisions were not supported by the average citizen. 

Questionnaires were sent to 3,000 people--1,500 

residents of Arizona and 1,500 residents of Maine. Their 

names we~e selected by a random process from telephone 

xi 
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directories used in the respective states. Responses from 

about 600 showed a majority against redistributing wealth, 

especially as it relates to estate and gift taxes. 

Respondents believed that estate and gift tax rates 

are presently too high, and that no limit should be placed 

on the amount of wealth one might own. They also believed 

that present estate- and gift-tax laws are not designed 

solely to tax the wealthy, but do reach well below the 

$300,000 to $600,000 range considered by most to include 

the minimum amount of property needed to be considered 

wealthy. This suggests that the Congress should consider 

raising the equivalent exemption to at least twice the 

figure of $176,000 that will be in effect in 1981. 



CHAPTER 1 

INTRODUCTION 

From time to time publications (see, e.g., Barnes, 

1972, pp. 15-18; Thurow, 1976, p. 32) suggest, rightly or 

wrongly, that federal estate and gift taxation laws do 

little to redistribute wealth. The estates of some mil-

lionaires, for example, through careful tax planning, are 

passed on intact to family and friends, while the estates 

of others in this group pay only about one-half of the tax 

that would normally be due on their average total estate 

had no tax planning been done. According to an Internal 

Revenue Service (1974, p. 22) publication in 1973, of 4,140 

federal estate tax returns for 1972 showing a total estate 

of $1,000,000 or more, 101 paid no estate tax while their 

gross estate for tax purposes averaged approximately 

1 $2,400,000. The total estate for the remaining returns of 

$1,000,000 and over, averaged about $2,500,000, on which a 

tax averaging about 7% (the "effective" estate tax rate) 

1. 

Gross Estate Used for 
Estate Tax Computation 

$244,041,000 

Number of 
Returns 

101 

1 

= 
Average Estate 

Per Return 
$2,416,248 



2 

approximating $173,000 was paid. 2 According to estate tax 

tables for 1972, a taxable estate of $2,500,000 should have 

paid an estate tax of about $1,000,000; the difference 

between this tax and what was actually paid in 1973, for 

tax year 1972, was due primarily to exemptions and credits 

allowed by law. 

A generally accepted doctrine of taxation estab-

lishes that ability to pay is the basis upon which taxes are 

levied. 3 Since ability to pay is the accepted criterion for 

2. 

Size of Each Estate 
$1 million to $10 
million or more 

Total Estate 
$10,091,330,000 

= Average Estate per Return 
$2,498,472.30 

• Number of Returns 
4039 

Estate Tax 
After Credits 
$697,953,000 

Number of Returns 
4039 = Aver. Tax/Return 

$172,803.41 

$172,803.44 ~ $2,498,472.30 ~ 6.9%. 

3. This doctrine has been given support by both 
Presidents Gerald Ford and Jimmy Carter. President Ford 
stated that " ... the concept of putting a burden on those 
better able to pay is important in order to relieve the 
inequities for those less able to pay.. (The Arizona Daily 
Star [Tucson], 1974b, Sec. A, p. 9). 

During an interview in U. S. News & World Report, 
President Carter was asked, "Do you see more of a shifting 
of the tax load from the poor to the rich?" He responded 
in part, 11 I think inevitably . . . there are going to be 
more and more people in the lower ends of the taxpayer 
spectrum who won't pay any taxes .•.. I think, in general, 
the scale is tipped too much now on the working family. 
. • . So, my guess is that there would be a more progressive 
break in the future as a result of our tax-reform effort 
this year 11 (U, s. News & World Report, 1977, p. 22). 
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taxing estates, it would be expected that large estates 

should pay large estate taxes. But, as a practical matter, 

because of the current tax law, both large and small estates 

have the opportunity to avoid payment of heavy estate 

taxes. A person expecting to leave a large estate, for 

example, may hire tax and legal advisors who can show how 

most, if not all, of his or her estate can be passed on to 

heirs incurring a minimum or no tax. The high tax rates 

built into estate- and gift-tax law (e.g., 70 per cent on 

estates in excess of $5 million) demonstrate that legis-

lators apparently are interested in a more equal distribu-

tion of wealth. On the other hand, large exemptions (now 

in the form of credits) and low effective tax rates have the 

opposite effect (Thurow, 1976, p. 102). Provisions in the 

law that allow an estate to reduce or avoid taxes include: 

(1) the marital deduction4 (the amount of the estate of the 

decedent that passes tax-free to the surviving spouse); 

(2) certain living trusts (grantor establishes irrevocable 

4. This provision was included in the Revenue Act 
of 1948 to remove the inequality between the common-law 
states and the community-property states regarding estate 
taxes; in community~property states property acquired during 
a marriage is cornmunity property in which the husband and 
wife each has an undivided one-half interest. Thus, the 
surviving spouse's one-half of community property is not 
included in the taxable estate of the deceased spouse. The 
marital deduction provides comparable treatment for non
community-property states by allowing a deduction for the 
property passing to the surviving spouse of up to one-half 
of the gross estate, with a minimum deduction of the smaller 
of $250,000 or the actual amount. 
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trusts during his lifetime providing income for life to his 

family or other beneficiary, with estate taxes being post

poned for at least the beneficiary's lifetime); {3) lifetime 

gifts; and (4) charitable giving. 

Since many individuals are able to avoid taxation, 

there seems to be a growing dissatisfaction among citizens 

of this country about the effectiveness and impartiality of 

tax laws. For example, a poll taken in June 1974, by the 

Louis Harris organization, revealed that almost 70 per cent 

of the approximately 1,400 households sampled endorsed the 

statement that "The rich get richer while the poor get 

poorer" (Portland lMaineJ Press Herald, 1974, p. 8; The 

Arizona Daily Star [Tucson], 1974a, Sec. D, p. 8). Research 

results summarized in Table 5, p. 45, provide a similar 

conclusion.) Furthermore, the poll found that 78% of the 

people polled believed that the average citizen gets less 

from the government than special interest groups, and 75 per 

cent believed that the laws are written to help the rich and 

not the average citizen. 

Clarification of Terminology 

The following words or phrases, used in this study, 

may have different meanings for different people. They are 

defined here to assist the reader in understanding the 

context in which they were used in this research. 



1. Adult: An adult is defined as a person 18 years of 

age or older. 

2. Average citizen: The average citizen is a non

existent person possessing the physical and mental 

characteristics of the majority of people residing 

in a given state. 

3. Gross estate: A gross estate is the measure of 

value of all property in which the decedent had an 

interest at time of death. 

4. Material things: Material things are money, 

securities, and personal and real property. 

5 

5. Redistribution of wealth: Redistribution of wealth 

means taking some money, securities, and/or property 

from the wealthy, in some way (undefined), and 

giving to those less wealthy. 

6. Resident: A resident is defined as a person living 

in a given state. 

7. Wealth: Wealth is defined as ownership of material 

things. 

Statement of the Problem 

Professional pollsters have obtained views regarding 

the lack of effectiveness and equity of tax laws. To better 

appreciate the significance of these results a sample was 

taken of views of Arizona and Maine citizens. Two major 

questions were to be answered by the survey: Do the citizens 



of Arizona and Maine agree with views solicited by the pro

fessional pollsters? What standards would the citizens of 

Arizona and Maine set for certain federal estate- and gift

tax policies? The answers to these two questions assume 

importance when it is realized that the various legislators 

are elected to represent the citizens and support legisla

tion which is beneficial for and consistent with the views 

of the electorate. While views expressed by Arizona and 

Maine citizens may differ from those of citizens of other 

states, these views, in any case, may assist in making 

intelligent decisions about the future direction of federal 

estate- and gift-tax laws. 

Continued change in federal tax laws brings with it 

a need for increased relevant data if these changes are to 

be made by informed legislators and are to be equitable and 

effective. Also, since legislators supposedly reflect the 

views of their constituents, the opinions of citizens must 

6 

be obtained to give assistance to Congressional decision

makers. Academic research can help in this and other related 

respects. 

The primary objectives of the study were to: (1) 

elicit the views of residents of Arizona and Maine regarding 

certain topics related to wealth and redistribution of 

wealth, and to determine consensus viewpoints; and (2) 

consider some alternative to current gift and estate taxes 

when consensus viewpoints suggest that philosophies inherent 
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in current tax provisions are not supported by the average 

citizen. Secondary objectives of this study were to: (1) 

present information that state and federal legislators could 

study in deciding upon the need for, and the desirability 

of, new legislation related to death taxation; and {2) pro

vide data that students, civic-minded groups, and others 

might find useful in discussing and evaluating the present 

state of death taxation and its possible direction for the 

future. 

The following seven questions were used as a frame

work to accomplish the above objectives by collecting 

information on the tax-policy philosophy and citizen view

points: 

1. In terms of total taxation, is the present system 

generally believed to be equitable? 

2. What value of material things constitutes wealth? 

3. W~t value of material things constitutes wealth 

beyond an individual's needs? 

4. Should a limit be placed on the amount of material 

things an individual can accumulate? 

5, Should wealth be redistributed? 

6. If wealth should be redistributed, should it be 

done by means of federal estate- and gift-tax laws? 

7. If wealth should be redistributed by means of 

federal estate- and gift-tax laws, to what extent 

should the laws be revised? 
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Importance of the Study 

on the subject of redistribution of wealth there has 

been much controversy. The present federal estate- and 

gift-tax laws are one method of wealth redistribution, 

having the effect of taxing income not taxed during one's 

lifetime (for example, taxing unrealized and/or unrecognized 

capital gains). When estate- and gift-tax laws are con 

sidered and enacted, however, there is seldom much input from 

the average citizen. Yet, the viewpoints of the "silent 

majority" may well differ from those presented by elected 

officials, tax accountants and attorneys, and other "experts" 

who testify at legislative hearings or submit written views 

on the subject. The views expressed at such hearings tend 

to mold or influence the decisions made by legislators when 

laws in these areas are considered and enacted. Nonetheless, 

it is likely that legislators would give great consideration 

to any opinion which they knew was supported by a majority of 

their constituents. 

Opinion surveys regarding public policy taken by 

national polling organizations tend to limit their inquiry 

to a few broad questions. Independent surveys are needed to 

explore areas of inquiry in greater depth. 

Thus it was the purpose of this study to determine 

and compare the views of the average Arizona and Maine 

citizen on redistribution of wealth with the philosophies 

inherent in current tax policy. 



Review of Previous Research 

Over the years much has been written about redis

tribution of wealth. Some of these writings have been 

referred to elsewhere in this thesis. Many discuss the 

philosophy of redistribution of wealth and often present 

9 

one or more approaches to its accomplishment. While estate 

and gift taxation appears quite regularly in these writings 

as means to accomplish redistribution of wealth, others, not 

particularly appropriate for consideration in this thesis, 

such as the negative income tax, direct public expenditure, 

and an annual wealth tax, also appear from time to time. 

Among the more relevant studies were those by James 

D. Smith. Smith's (1966) doctoral dissertation and subse

quent publications have provided a basis for estimating the 

amount of and distribution of wealth in the United States. 

Three of his most recent publications are cited in Chapter 

5 as sources for the development of a trend in the distribu

tion of wealth in the United States. 

A literature review disclosed a lack of empirical 

research on attitudes toward taxation. One study (Crumbley, 

19J3, pp. 759-63), however, cited the need for such efforts 

and suggested that accountants take a leading role in such 

activity. The author argued that tax laws often do not have 

the effect intended by the legislators who enact them 

because of unanticipated taxpayer reaction. He suggested 

that tax laws be pretested by accountants, or groups which 



include accountants, in order to determine ahead of time 

whether or not the desired results would likely occur. 

Survey Technique 

10 

A survey plan was designed to query adult residents 

of the states of Arizona and Maine. A questionnaire was 

used as the means of obtaining views of averpge citizens in 

these states on topics related to wealth, redistribution of 

wealth, death and gift taxation rates, and so forth. While 

there were no formal hypotheses developed, when more than 

fifty per cent of the sample responses were in agreement, it 

was concluded that a consensus existed. Estimates, about 

the population from which the sample was taken, were made by 

statistical analysis. 

Selection of Subjects 

There were two major problems considered in select

ing subjects for the survey. First, this study served only 

as a preliminary investigation that might be expanded at 

some future time. Thus, a need existed for selecting a 

common source of population information that could be 

utilized in a similar fashion later in any of the other 

forty-eight states. Second, for the survey to incorporate 

a comprehensive representation from the total population of 

a state, all geographical areas should have been included. 

Unfortunately, the high cost of constructing such a 

rigorously developed sample and the limited financial 
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resources available made this extensive a research effort 

extremely difficult. After considerable tirne.investigating 

various alternative solutions to the sampling problem, the 

decision was reached to select subjects from telephone 

directories listing residential telephones in the states of 

Arizona and Maine. 

The telephone directory was selected as the popula-

tion from which to sample for three reasons: (1) over 98 per 

cent of the total households in both Arizona and Maine have 

telephone service; 5 (2) the directory allowed for the 

choosing of recipients of the questionnaire without regard 

to level of income or quantity of material things owned; and 

l3l it minimized the number of questionnaires sent to non-

residents, to those under eighteen years of age, and to 

those unlikely to respond. (It was assumed that most of 

those who were without residential telephones were unable to 

afford them. Those lacking income and/or property were 

likely to be indifferent to death taxation. In addition, 

many in this group were assumed to have a minimal education 

and, therefore, may have lacked understanding of the survey 

questions asked.) There was. also recognition that some 

qualified individuals were not included in telephone 

5. The percentage was 98.2 for Arizona and 98.0 
for Maine in 1975. The Public Information Officer at New 
England Telephone Company, Boston, Massachusetts, stated 
that these percentages had been quite constant for several 
years. 
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directory listings and many included in those listings were 

unqualified and/or have characteristics of those unlikely to 

respond. 6 Despite these shortcomings, it was decided that 

the telephone directory would supply an acceptable random 

selection from most income levels and that the likelihood 

of finding individuals who were unqualified and/or unlikely 

to respond was far greater among those not listed therein. 

Questionnaire recipients were selected by applying 

a random process technique. The number of residential 

telephones in use in the various communities of each state 

was obtained from respective telephone companies. The 

communities were ordered by telephone directory, and con-

secutive numbers were assigned to them according to the 

number of residential telephones in use there. The random-

number generator of a computer system was used to select 

the desired aggregate of numbers. The selected numbers were 

identified with particular communities and directories. 

A listing was then prepared of page numbers in the 

directories corresponding to the selected communities. The 

random-number generator of a computer system was again used, 

this time to select directory pages and the number of names 

6. According to a Trendex, Inc. study, while the 
well~known and weqlthy often have unlisted telephone 
numbers, homes with unlisted numbers "are more likely to be 
younger, single, blue-collar, modestly educated ... and 
have slightly lower incomes than the profile found in 
listed homes" (The Wall Street Journal, 1976, p. 1). 
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from each page. A random number chart was employed to 

determine the location of names and addresses on the 

directory page. 

Table 1 presents a list of the directories selected, 

the number and percentage of total residential telephones in 

7 use, and the number and percentage of total questionnaires 

sent to those listed therein. It shows, in addition, the 

percentage of residential telephones surveyed from each 

directory. Table 2 shows, by county, the number and per-

centage of questionnaires sent, as well as the number of 

and percentage of those returned. It shows, in addition, 

by county, the percentage of population for which valid 

returns were received. 

Questionnaire Response 

The questionnaires were mailed to Arizona residents 

in May 1975. Of the 1,500 sent, 318 were returned. Of this 

number, 313 were considered usable in whole or part. Many 

respondents gave invalid answers to one or more questions 

by either leaving blanks or providing more information than 

was called for and thus could not be fairly interpreted. 

Some were rejected because the respondent was not a resident 

of Arizona, or the form was blank or incomprehensible. Of 

7, Information relative to the number of residen
tial telephones in use is as of 12/31/74. It was provided 
by the Public Information Officer at Mountain Bell Telephone 
Co., Phoenix, Arizona, and New England Telephone co., 
Boston, Massachusetts. 



Table 1. a Telephone Directories Selected, Number of Residential Telephones in Use, 
and the Number of Questionnaires Sent to Those Listed Therein 

Questionnaires 
Residential Sent 
Telephones Percentage of 

Percentage Residential 
Percentage of Total Telephones 

Directory Number of Total Number Sent Surveyed 

Arizona: 

Ajo, Gila Bend 2,225 0.4 3 0.2 .135 
Arizona City, Casa Grande, 

etc. 9,091 1.4 23 1.5 .253 
Buckeye and Harquahala 

Valley 1,855 0.3 4 0.3 .216 
Clifton, Duncan, etc. 7,210 1.1 19 1.3 . 264 
Cochise County 18,833 3.0 44 3.0 .234 
Dudleyville, Hayden, etc. 4,256 0.7 12 0.8 .282 
Flagstaff 17,399 2.8 41 2.7 .236 
Gallup (N .M. ) , Grants, etc. 120 0.0 0 0.0 
Globe, Miami, etc. 7,424 1.2 14 0.9 .189 
Holbrook, Alpine, etc. 6,014 1.0 18 1.2 .299 
Keams Canyon 212 0.0 0 0.0 
Mohave County 7,564 1.2 26 1.7 .344 
Nogales, Patagonia, etc. 4,792 0.8 9 0.6 .188 
Payson 1,846 0.3 9 0.6 .488 
Peach Springs 17 o.o 0 o.o 
Phoenix Metropolitan 375,122 59.6 887 59.1 .236 
Prescott 9,991 1.6 29 1.9 .290 
Tucson 132,992 21.1 312 20.8 .235 
l'lickenburg 2,126 0.3 3 0.2 .141 
Window Rock 2,313 0.4 6 0.4 .259 

..... 
~ 



Table 1.--Continued Telephone Directories Selected, Number of Residential 
Telephones in Use,a and the Number of Questionnaires Sent to Those 
Listed Therein 

Directory 

Winslow, Joseph City 
Yuma 

Total 

Maine: 

Augusta-Gardiner Area 
Bangor Area 
Belfast, Rockland Area 
Calais Area 
Carroll County Area (N.H. ) 
Dover-Foxcroft Area 
Ellsworth, Mt. Desert 

Island Area 
Greater Bath, Brunswick 

Area 
Greater Biddeford, etc. 
Greater Portland 
Lewiston, Auburn Area 
Northern Aroostook County 

Area 
Portsmouth, etc, (N.H.) 

Residential 
Telephones 

Percentage 
Number of Total 

2,419 0.4 
14,835 2.4 

628,656 100.0 

21,460 6.6 
39,118 12.0 
18,045 5.5 

9,564 2.9 
1,629 0.5 
6,955 2.1 

12,273 3.8 

23,308 7.1 
31,588 9.7 
57,461 17.6 
26,307 8.0 

26,521 8.1 
3,645 1.1 

Questionnaires 
Sent 

Percentage 
of Total 

Number Sent 

4 0.3 
37 2.5 

1,500 100.0 

113 7.5 
195 13.0 

78 5.2 
34 2.3 
10 0.7 
32 2.1 

so 3.3 

118 7.9 
134 8.9 
246 16.4 
126 8.4 

118 7.9 
22 1.5 

Percentage of 
Residential 
Telephones 

Surveyed 

.165 

. 249 

.239 

. 527 

.498 

.432 

.355 

. 614 

.460 

. 4 07 

.506 

.424 

.428 

.479 

.445 

. 604 

1-' 
lJ1 



Table !.--Continued Telephone Directories Selected, Number of Residential 
Telephones in Use,a and the Number of Questionnaires Sent to Those 
Listed Therein 

Directory 

Rumford Area 
Waterville, etc. 

Total 

Residential 
Telephones 

Number 

24,137 
24,776 

326,787 

Percentage 
of Total 

7.4 
7.6 

100.0 

Questionnaires 
Sent 

Percentage 
of Total 

Number Sent 

113 
111 

1,500 

7.5 
7.4 

100.0 

Percentage of 
Residential 
Telephones 

Surveyed 

.468 

.448 

.459 

a Source: Mountain Bell Telephone Co; New England Telephone Co; as of 
12/31/74. 



Table 2. Geographical Distribution of Questionnaires Sent and Returned 

Questionnaires 
1974 Percentage of a 

Population No. of Percentage Returns as Population for 
Distribution No. Percentage Valid Valid Percentage of Which Valid 

Counties Percentage Sent Sent Returns Returns Those Sent Returns Received 

Arizona: 

Apache 1.9 0 0.0 0 o.o 0.0 
Cochise 3.5 44 2.9 6 1.9 13.6 .0080 
Coconino 2.9 47 3.1 6 1.9 12.8 .0096 
Gila 1.5 24 1.6 5 1.6 20.8 .0156 
Graham 0.9 0 0.0 0 0.0 0.0 
Greenlee 0.5 19 1.3 2 0.6 10.5 • 0172 
Maricopa 54.6 894 59.6 194 62.0 21.7 .0165 
Mohave 1.6 26 1.7 7 2.2 26.9 .0204 
Navajo 2.5 22 1.5 5 1.6 22.7 .0093 
Pima 20,2 316 21.0 65 20.9 20.6 .0149 
Pinal 3.7 34 2.3 6 1.9 17.6 .0075 
Santa Cruz 0.8 9 0.6 2 0.6 22.2 • 0115 
Yavapai 2.2 29 1.9 6 1.9 20.7 .0127 
Yuma 3.2 37 2.5 9 2.9 24.3 .0132 

Totals 100.0 1500 100.0 313 100.0 20.9 .0146 

Maine: 

Androscoggin 9.0 126 8.4 26 9.5 20.6 .0275 
Aroostook 9.1 118 7.9 14 5.1 11.9 .0146 
Cumberland 19.3 293 19.5 71 25.9 24.2 .0351 
Franklin 2.3 0 o.o 0 0.0 0.0 
Hancock 3.6 52 3.5 9 3.3 17.3 .0237 
Kennebec 9.6 164 10.9 20 7.3 12.2 .0198 
Knox 3.0 48 3.2 8 2.9 16.7 .0255 

1-' 
-..J 



Table 2.--Continued Geographical Distribution of Questionnaires Sent and Returned 

Questionnaires 
1974 Percentage of 

Population a No. of Percentage Returns as Population for· 
Distribution No. Percentage Valid Valid Percentage of Which Valid 

Counties Percentage Sent Sent Returns Returns Those Sent Returns Received 

Lincoln 2.1 38 2.5 8 2.9 21.1 .0353 
oxford 4.2 123 8.2 22 8.0 17.9 .0496 
Penobscot 12.6 191 12.7 31 11.3 16.2 .0235 
Piscataquis 1.6 32 2.1 7 2.6 21.9 .0421 
Sagadnoc 2.5 35 2.4 1 0.4 2.9 .0038 
Somerset 4.1 46 3.1 8 2.9 17.4 .0187 
Waldo 2.4 30 2.0 7 2.6 23.3 .0275 
Washington 3.1 48 3.2 7 2.6 14.6 .0217 
York 11.5 156 10.4 35 12.7 22.4 .0291 

Totals 100.0 1500 100.0 274 100.0 18.3 .0261 -- -- --

asources: For Arizona, Valley National Bank of Arizona (1974, p. 11); for Maine, 
computed from estimated population, July, 1974 (State of Maine, Department of Health and ~·lelfare, 
1974, p. 6}. 

Note: A valid return is a questionnaire with usable information. 

...... 
co 
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the 1,500 questionnaires sent to Maine residents in November 

1975, 283 were returned and 274 were usable in whole or 

part. Thus the percentage of usable questionnaires returned 

was 20.9 per cent for Arizona, 18.3 per cent for Maine, and 

19.6 per cent for the two states combined. These response 

rates would appear to be quite favorable considering the 

diverse backgrounds of the recipients and the technical 

f h t
. . 8 

nature o t e ques 1onna1re. 

Features of the Questionnaire 

A major problem involving the use of telephone 

directories for sample selection is the male bias existing 

in the listings. To minimize this effect, it was decided 

to ask one-half of the questionnaire recipients to have a 

female member of the family complete the form; the other 

questionnaire recipients were asked to have a male respond. 

To monitor this procedure, two sets of questionnaires were 

prepared; one on blue paper for male respondents and the 

other on pink paper. Of the male respondents, 14 per cent 

from Arizona and 13 per cent from Maine filled in a question-

naire intended for females, while 6 per cent of the female 

8. In a study reported in the Journal of Applied 
Psychology lMatteson, 1974, pp. 535-36}, the researcher 
received a response rate of 24.3% .for a colored question
naire and accompanying form letter sent to members of a 
professional organization, most of whom had advanced 
academic degrees and held positions in colleges and 
universities; the questionnaire dealt with significant 
contributions to the field of literature. 
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respondents from Arizona and 4 per cent from Maine filled in 

questionnaires intended for males. A slight male bias did 

occur despite these measures, with 58 per cent of Arizona 

and 62 per cent of Maine responses coming from males. Had 

all the returned blue questionnaires been completed by males 

and the pink by females, only 52 per cent of Arizona and 55 

per cent of Maine responses would have been by males. 

The questionnaire used was drafted to solicit 

various views: (1) the general equity of our present tax 

system for persons at various economic levels, (2) a general 

monetary definition of wealth, (3) a general attitude about 

wealth and those who are wealthy, (4) the reasons why and 

the ways by which wealth is accumulated, (5) a generalized 

tax rate structure for those who are transferees of wealth, 

(6) the concept of redistribution of wealth, and (7) the 

possible effect on incentives to accumulate wealth of 

certain assumed death-tax rates. In addition to obtaining 

views on these several topics, the survey instrument was 

designed to obtain personal statistics about individual 

respondents. Due to the highly personal nature of 

requested responses, the questionnaire allowed the 

respondent to remain anonymous in order to encourage a 

reply. Accompanying each questionnaire was a cover letter 

and a self~addressed, postage-paid return envelope. The 

basic questionnaire and cover letters are depicted in 
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Appendix B. The versions used were differentiated by item 

34 (Arizona or Maine) and by the appropriate cover letter. 

Limitations of the Study 

The major limitation of this study is that the 

questionnaires were sent to citizens of only two states 

because of the dual constraints of time and financial 

resources. These same constraints also influenced the 

9 
selection of Arizona and Maine as the populations to sample. 

Another limitation of this study is that it is, to a 

great extent, concerned with reporting opinions gathered 

through a mailed questionnaire. The major concern with this 

approach is the inability of the researcher to know whether 

sufficient time and thought was given by the respondent in 

completing the questionnaire. Another shortcoming is the 

possibility that respondents interpreted questions differ-

ently. To overcome this latter weakness, considerable time 

was spent pretesting the questionnaire in an attempt to 

eliminate ambiguities, and validating questions were built 

in to measure consistency. 

Two further limitations are related to the concept 

of redistribution of wealth: this study did not seek (1) 

conclusive support for or against the concept, or (2) 

9. Arizona and Maine were chosen because the 
researcher was a resident of both states during various 
periods while this study was being undertaken. 
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conclusive evidence concerning its impact on incentives to 

accumulate property. A tax is a vehicle for collecting 

revenue and serving social purposes. Because the concept 

of redistribution of wealth is linked to both political and 

economic considerations, and is heavily concerned with both 

serving social purposes and the collection of revenue, it 

would take a major commitment of both time and financial 

resources to provide conclusive support for or against it. 

While opinions of Arizona and Maine residents relating to 

some aspects of redistribution of wealth were solicited, it 

was not the intent of this study, however, to devote a 

significant effort to the concept except as it is related 

to federal estate- and gift-tax laws. 

It is quite possible that one's incentive to 

accumulate wealth is affected by an income tax, death tax, 

and other measures which result in redistribution of 

wealth. While this study made some inquiry in this area, 

once again, the limitations of time and resources to examine 

it in detail prohibited any definitive conclusion concerning 

its impact. 

Assumptions Made 

The major assumption made was in regard to the 

results obtained from the questionnaires, namely: a con

sensus exists when more than 50 per cent of the respondents 

express a similar viewpoint, and/or when estimates show 



that more than 50 per cent of the population would express 

a similar viewpoint. 
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The 50 per cent figure was decided upon primarily 

because, in a democratic society, a majority typically 

decides various issues. If people do not vote or otherwise 

express their views, they are not usually counted in 

resolving issues. If more than 50 per cent of the citizens 

believe that various practices, philosophies, tax rates, and 

such should exist, then legislators would likely weigh them 

heavily when enacting related laws. 

Another assumption made was that death taxation is 

the most effective means of redistributing wealth. Where 

wealth currently exists, an income tax has little effect in 

redistributing wealth because the existing wealth is usually 

passed on to others; an income tax does, however, act as a 

constraint on the rate at which wealth is increased. As 

compared to an income tax, death taxation does not reduce, 

during one's lifetime, the investment and growth potential 

of assets acquired. While heirs may suffer from death 

taxation, the incentive to earn for one's personal needs is 

generally not affected. It may be argued, however, that 

incentives to accumulate, for purposes of giving to heirs at 

death, may be affected by such taxation. 
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Organization of the Remainder of the Thesis 

The study is divided into eight chapters. Chapter 1 

includes an introduction to the study, a clarification of 

terminology, a statement of the problem, an evaluation of 

the importance of the study, a review of previous research, 

and a discussion of survey techniques, limitations of the 

study, and assumptions made. 

Chapter 2 compares the original with current objec

tives of portions of the present federal tax structure. 

This is primarily concerned with discussing the Congres

sional intent when various tax measures were enacted into 

law. 

The results of the survey of Arizona and Maine 

citizens is discussed in Chapter 3. The various research 

questions raised, assumptions tested, summaries of results 

and conclusions are provided. 

Chapter 4 provides an analysis of written comments 

by respondents concerning redistribution of wealth. These 

comments were in response to an open-ended question provided 

in the survey instrument, 

A discussion of the definition of wealth, its 

sources, and trends in its distribution are included in 

Chapter 5. Some views on wealth provided by respondents 

to the survey instrument are interspersed. 

Chapter 6 relates federal estate- and gift-tax 

revenues to philosophies inherent in tax provisions. There 
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is also discussion of means by which people avoid estate and 

gift taxes. 

The survey results are compared with current federal 

estate- and gift-tax provisions in Chapter 7. Because the 

tax laws in these areas changed in 1976, after the survey 

was completed, comparisons are shown with the current as 

well as the pre-1976 law. 

Chapter 8 includes both recommendations and a con

clusion based on information found in the preceding 

chapters. 



CHAPTER 2 

HISTORICAL DEVELOPMENT OF OBJECTIVES OF PORTIONS 
OF THE PRESENT FEDERAL TAX STRUCTURE 

Introduction 

The federal income tax was enacted into law in 1913 

(Revenue Act of 1913), the estate tax in 1916 (Revenue Act 

of 1916), and the gift tax in 1932 (Revenue Act of 1932). 

Both the income tax and estate tax were instituted primarily 

as revenue generating measures (U. S. Congress, House, 

Committee on Ways and Means, 1913, p. xxxvi). The gift tax 

was instituted to make the estate tax more effective (U. s. 

Congress, House, Committee on Ways and Means, 1932, pp. 8, 

28). Without a gift tax, an estate tax could be avoided by 

giving away one's wealth prior to death. 

Income Taxes 

While the primary purpose of this thesis is to 

evaluate various aspects of estate and gift taxation law, 

the income tax does provide a means of redistribution of 

wealth. In addition, income earned today may well be 

subject to estate or gift taxation tomorrow; there is an 

interrelationship. 

The primary purposes for enacting the income tax in 

1913 were to provide revenue to compensate for losses 

26 
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anticipated from proposed reductions in tariffs (U. S. 

Congress, 1913), and to answer calls for tax justice (U. S. 

Congress, House, Committee on Ways and Means, 1913, p. 

xxxvi). The House Committee on Ways and Means, in its 

report on the bill to institute the income tax, pointed out 

that most revenue, to that time, had been derived from 

tariff taxation. That type of tax was an assessment on 

consumption and, therefore, was highly regressive, affecting 

the poor as much as the wealthy in respect to individual 

items of necessity, and making the poor the chief bearers of 

the tax burden when taken as a percentage of total income or 

wealth (U. s. Congress, House, Committee on Ways and Means, 

1913, p. xxxvii}. The Committee recognized that the pro-

posed income tax would be assessed according to ability to 

pay, a concept which they considered to be very fair (U. S. 

Congress, House, Committee on Ways and Means, 1913, p. 

xxxvii). Their objectives for this legislation can probably 

be summarized by the following statement. It asserts that 

inequities and abuses of the existing system could be 

eliminated by 

• , • placing maximum rates on luxuries and 
minimum rates, or none at all, on the necessaries 
of life--and levy an income tax to equalize the 
tax burden and to give elasticity and productive
ness to our revenue system (U. S. Congress, House, 
Committee on W~ys and Means, 1913, p. xxxvii). 

over the years these Congressional philosophies 

remained substantially the same. For example, the Tax 
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Reform Act of 1969 wa·s enacted, in part, to try to prevent 

those with high incomes from avoiding the payment of income 

tax by tax "advantages"; that is, " . provisions placed 

in the code primarily to aid some limited segment of the 

economy" (U. S. Congress, House, Committee on Ways and Means, 

1969, pt. 1, p. 1). Thus, after fifty-six years, the 

Congress continued to be concerned about tax equity and the 

need to implement the ability-to-pay concept effectively, 

noting that " . only by sharing the tax burden on a fair 

basis is it possible to keep the tax burden at a level which 

is tolerable for all taxpayers" (U. s. Congress, House, 

Committee on Ways and Means, 1969, pt. 1, p. 1). 

The same themes, advocating a need for equity, fair

share taxation in accordance with ability to pay, and the 

public demand for tax reform, appear throughout the legis

lative history of the Tax Reform Act of 1976 (see for 

example: u. s. Congress, House, Committee on Ways and Means, 

1976a, p. 3; u. S. Congress, Senate, Committee on Finance, 

19J6, pt. 1, p. 2)_. Other objectives, however, have often 

existed for various parts of the income tax law. For 

instance, one stated objective for the Tax Reform Act of 

1976 was to continue the economic stimulus created by prior 

legislation (U. S. Congress, Senate, Committee on Finance, 

1976, pt. 1, p. 2).. A reading of the Internal Revenue Code 

would show countless examples of legislation to accomplish 

various social objectives. Although there is no evidence 
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that the Congress intended the income tax to provide for 

redistribution of wealth, its various provisions, when 

fully implemented with a graduated tax based on ability to 

pay, do cause that effect. Their success in accomplishing 

those stated goals remains for evaluation in future years. 

Estate Taxes 

The estate tax was enacted into law in 1916 primarily 

as a revenue generating measure. The House Report on the 

bill describes the need for funds 

• . . to meet the extraordinary expenses or 
disbursements occasioned by the Mexican situa
tion, causing the mobilization of the National 
Guard and the operation of our troops along 
the border and in Mexico (U. s. Congress, House, 
Committee on Ways and Means, 1916, p. 1). 

The House Committee on Ways and Means recommended that bonds 

be issued to meet the extraordinary expenses of the Mexican 

situation (U. S. Congress, House, Committee on Ways and 

Means, 1916, p. 1). It found, however, that despite the 

funding from this source, disbursements would exceed 

receipts by about $267 million of some $1.6 billion of 

estimated appropriations (U. s. Congress, House, Committee 

on Ways and Means, 1916, p. 2). They asked, 

What taxes can be levied that will be sufficient 
to meet the needs of the Treasury and at the same 
time place the least burden upon the people who 
are compelled to pay them and keep the burden of 
taxation equitably distributed? (U. S. Congress, 
Houser Committee on Ways and Means, 1916, p. 2). 



Until that time, the government had relied primarily on 

import duties (custom revenue) and internal revenues 

(income, corporate excise, and other taxes) as their main 

sources of funding. Since, at that time, the income tax 

accounted for such a small portion of the total revenue, 

most was derived from taxes on consumption. The Committee 

expressed concern that" .... such taxes bear most heavily 

upon those least able to pay them" (U. S. Congress, House, 

Committee on Ways and Means, 1916, p. 3). Believing that 

the wealthy receive greater service from the government, 

they, therefore, recommended that the needed revenue be 

raised, in part, by an estate tax. 

It is . . . deemed proper that . • . a larger 
portion of our necessary revenues {be] collected 
from the . . . inheritances of those deriving 
the most benefit and protection from the Govern
ment (U. s. Congress, House, Committee on Ways and 
Means , 19..16 , p • 3 )_ • 
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Public opinion reportedly played a significant role 

in the passage of the estate-tax legislation. Concern had 

been expressed about an increase in the concentration of 

wealth. This concern was solidified and spread across 

the country by a widely publicized report from the U. S. 

Commission on Industrial Relations, pointing to the unjust 

distribution of wealth and income as the prime source of 

unrest among industrial workers (Ratner, 1942, p. 355). The 

Commission recommended the institution of a federal inheri-

tance tax to promote economic equality (Ratner, 1942, p. 355). 
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Some Congressmen, apparently acknowledging public 

opinion, expressed their belief that the estate tax presented 

an opportunity to tax those who, to that point, otherwise 

had generally escaped paying their fair share. 

This !estate] tax is a fair tax, an honest tax, 
and one that should have been on the statute 
books long before now. It is perhaps the only 
way some of the largest estates worth millions, 
which have heretofore escaped Federal taxation 
and in many instances have paid no taxes at all 
either to State or Federal authority, will be 
reached (U. S. Congress, 1916a, p. 10583). 

We are going to catch such spiders as John D. 
Rockefeller and J. Pierpont Morgan and Andrew 
Carnegie and Charles M. Schwab and all the other 
millionaires of this country who have been 
grafting from the masses so long and make them 
pay for preparedness and otherwise support 
this Government (U. S. Congress, 191Gb, p. 10613). 

The House Committee on Ways and Means of 1916 con-

sidered the imposition of an inheritance tax but, instead, 

chose the estate tax. The decision was based primarily on 

a desire to provide balance between federal taxation and 

the inheritance taxes already in existence in most states 

(U. s. Congress, House, Committee on Ways and Means, 1916, 

p. 5}. In addition, they felt it could be more easily 

administered than an inheritance tax (U. s. Congress, 

House, Committee on Ways and Means, 1916, p. 5). 

Some nine years earlier, in 1907, President Theodore 

Roosevelt had expressed a desire for an estate tax. He 

expressed concern about the disparity in opportunities for 

those with substantial wealth. 



No advantage comes either to the country as a 
whole or to the individuals inheriting the money 
by permitting the transmission in their entirety 
of .•• enormous fortunes (Stern, 1974, pp. 
325-26). 

"A graduated death tax would, he thought, 'preserve a 

measurable equality of opportunity for {future] genera-

tions'" (Stern, 1974, pp. 325-26). 

By 1976 the reasons for an estate tax had changed 

32 

substantially. Revenue was no longer the major purpose for 

its existence (see Chapter 6). The changes in purpose were 

evolutionary. During the 1920s and 1930s great concern 

developed over objectionable accumulations of wealth. f'or 

example, during the hearings on the Revenue Act of 1932, an 

attorney from Buffalo, New York, expressed the view that 

wealth should be redistributed through estate taxes: 

Estate taxes should be arranged to encourage 
and stimulate the distribution of wealth, and 
to get a tax from those who die without having 
taken the stimulant or encouragement. The 
Government should consider it a greater gain to 
the country to have caused such a distribution 
of wealth that little or no tax is received 
(U. S. Congress, Senate, Committee on Finance, 
1932, p. 175, remarks of J. A. Albrecht). 

In 1941 and 1942 estate and gift tax legislation was 

enacted which remained essentially intact for 34 years. 

Those laws have helped to reduce accumulations of wealth 

and prevent unreasonable transfers of it from generation to 

generation. 

Since then 11941], a major effect of the estate 
and gift taxes has been to prevent or moderate 



the unreasonable accumulation of wealth and its 
transmission from generation to generation 
{U. s. Congress, House, Committee on Ways and 
Means, 1976b, p. 2, remarks of William E. Simon, 
Secretary of the Treasury). 

33 

Concern about accumulation of wealth continued into 

1976. It was cited by the Secretary of the Treasury, 

William E. Simon, along with the need to more fully use the 

concept of ability to pay, as the major reason for making 

substantive estate tax changes in that year. 

It should be emphasized that the question is not 
whether the wealthy should pay taxes ...• Such 
individuals are rightly held accountable by our 
progressive tax system for defraying a greater 
share of the costs of government. Rather the 
question is what combination of income taxes and 
estate and gift taxes is most appropriate for 
ensuring the desired degree of progressivity in 
our tax system •.. I would urge the Committee to 
emphasize that the estate tax has the limited 
function of restraining the undue accumulation of 
wealth. It should not be viewed as a device to 
raise revenue nor to achieve progressivity in the· 
tax system, per se (U. s. Congress, House, 
Committee on Ways and Means, 1976b, p. 3). 

The Congress partially ignored Secretary Simon in 

-setting as one of the objectives of the Estate and Gift Tax 

Reform Act of 1976 (later incorporated into the Tax Reform 

Act of l9J6) the generation of revenue from the estate and 

gift tax (U. S. Congress, House, Committee on Ways and 

Means, 1976c, p. 3). Another of the objectives was related 

to a concern for equity in the estate and gift tax system: 

the removql of devices to avoid taxes (U. s. Congress, House, 

Committee on Ways and Means, 1976c, p. 3). These objectives 

appear to be quite consistent with those of the Congress 



when this tax was imposed in 1916, centered around the 

inequities in accumulation of wealth and the desire to re

distribute it. 

Gift Taxes 

The federal gift tax was enacted into law in 1932. 
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However, in 1924 a different federal gift tax became law 

(Revenue Act of 1924). It was repealed two years later by 

the Revenue Act of 1926. The 1924 gift tax was advocated as 

a way of preventing large losses from the income and estate 

taxes and as a means of equalizing wealth (Ratner, 1942, 

p. 420). 

The 1932 gift tax was enacted primarily to prevent 

avoiding estate taxes by means of lifetime gift-giving. But 

it had as another objective the generation of revenue in 

order to help balance the budget for 1933 (U. s. Congress, 

House, Committee on Ways and Means, 1932, p. 8). This gift 

tax, unlike the one in 1924, was imposed only on gifts by 

individuals; those by corporations, estates and trusts were 

not taken into account (Ratner, 1942, p. 450). The 1932 

gift tax had a rate differential at 75 per cent of the 

estate tax. The Secretary of the Treasury, Ogden L. Mills, 

explained this differential as a device to generate revenue 

by offering, in effect, a discount in taxes for those that 

gave gifts during their lifetime and paid the gift tax 



thereon rather than leaving the property for the higher 

estate tax at death. 

I think the reason for the differential lin the 
rates between the gift tax and the estate tax] 
is that it was hoped to get a little revenue 
from gifts. Though I think properly looked at 
a gift tax is not a revenue measure at all. It 
is a measure intended to protect both the estate 
and the income taxes from evasion. That is the 
reason for the gift tax. I think the differen
tial is due to the hope that some people might 
be tempted to make some gifts and we might get 
some revenue (U. S. Congress, Senate, Committee 
on Finance, 1932, p. 38, remarks of Ogden L. 
Mills, Secretary of the Treasury). 
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The assessment was determined annually by calculating 

the amount owed on taxable gifts given in the past year and 

prior years as though all such gifts had just been given; 

a credit was taken for gift taxes already paid on any of 

these gifts. This method was used so that the tax imposed 

approached the estate tax which would have been 
payable on the donor's death had the gifts not 
been made and the property given had constituted 
his estate at his death (U. s. Congress, House, 
Committee on Ways and Means, 1932, p. 28). 

Thus the tax was designed to reach those gifts not subject 

to the estate tax and to discourage those transfers which 

were made primarily for the purpose of avoiding the estate 

tax (U. s. Congress, House, Committee on Ways and Means, 

1932, p. 28). Yet another objective was to discourage the 

transfer of income-producing property from an individual 

whose marginal income would be taxed at high income tax 

rates to one or more persons whose tax on the income from 

such property would be much lower. Such transfers, if 
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allowed, would result in a lower income tax being imposed on 

the income in the hands of the several individuals than 

would occur if taxed to the one individual (U. S. Congress, 

House, Committee on Ways and Means, 1932, p. 28). The law 

called for annual computations and collection of the gift 

tax to make for more effective administration and timely 

payment (U. s. Congress, House, Committee on Ways and Means, 

1932, p. 29). It also called for an exclusion from the tax 

for the first $3,000 given per donee each year. The purpose 

for the exclusion was 

. to obviate the necessity of keeping an 
account of and reporting numerous small gifts, 
and . • • to fix the amount sufficiently large 
to cover in most cases wedding and Christmas 
gifts and occasional gifts of relatively small 
amounts (U. s. Congress, House, Committee on 
Ways and Means, 1932, p. 29). 

In 1976 the gift tax and estate tax were unified 

into one tax on transfers. The annual $3,000 gift exclusion 

per year per donee remained, but the tax on gifts became, 

in effect, a prepayment of the tax that would be due if the 

gift given during one's lifetime had been given, instead, 

at death. The unified tax structure provides for a tax on 

all living and posthumous transfers on a cumulative basis 

and thus increase the tax bracket at which the estate (a 

transfer at death) is taxed. This has, accordingly, pro-

vided some disincentive for lifetime gift giving. It does 

not, however, take away all of the advantages existing under 

prior lqw. For example, a benefit continues for lifetime 
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transfers of property that would likely appreciate in value; 

the transfer would still eliminate the appreciated value 

from the estate tax. The gift tax thus continues today as 

a means of making the tax on estates more effective in 

meeting its objectives of limiting accumulation of wealth 

by redistributing wealth. 

Summary 

The primary purpose for instituting the income and 

estate taxes was revenue generation. The income tax still 

exists primarily for that purpose although it is also used 

by the Congress as a vehicle to accomplish various other 

economic and social purposes; including the redistribution 

of some wealth. The primary role of the estate tax has 

evolved from one of generating revenue to one of attempting 

to prevent major accumulations of wealth in the hands of a 

few. It has also become a mechanism to make the taxation 

system more equitable, premised on the concept of ability 

to pay. 

The gift tax was instituted as a means of making 

the estate tax more effective. It continues in that role 

today, combined with the tax on estates as a unified transfer 

t~. 



CHAPTER 3 

THE SURVEY 

Introduction 

As stated earlier, the survey was conducted to 

determine the views of residents of the states of Arizona 

and Maine on several topics dealing with or related to 

estate and gift taxes. Assumptions were developed from a 

series of related research questions. The questionnaire 

was designed to test these assumptions. 

The primary statistical objective was to determine 

the level of confidence at which one could statistically 

expect that more than fifty per cent of the population would 

agree with the views of a majority of questionnaire 

respondents. To do this the population standard deviation, 

;
p (1-P) 

cr , was first estimated, where cr
0 

= , P = the per-
P .. n 

centage in the sample group agreeing with the assumption and 

n =sample size (Freund, 1970, pp. 127, 187). It was then 

necessary to calculate the Za/2 statistic. (This was 

Za/2 = P ~ 50.01%/crp, where 50.01% was selected as the 

minimum level of population response needed to agree with a 

majority of the sample.) The level of confidence was found 

by locating the za/2 statistic in a table showing areas from 

mean to distance z from mean for normal probability 

38 
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distribution and multiplying the area found by 2. The 

arithmetic mean was determined for those questions requiring 

numerical or monetary responses, as was the standard 

deviation from the mean. 

Another statistical objective was to correlate 

responses to questions in accordance with specific demo-

graphic data provided by respondents. Since the recipients 

of questionnaires were selected randomly in regard to 

demographic data, it was not possible to predict accurately 

the number of questionnaire responses that would fall into 

each of the various demographic classes. 

Research Questions 

After assumptions from various research questions 

had been developed it became evident that the results from 

testing one assumption could be used to help reach a con-

elusion about more than one research question. In addition, 

several of the questions asked in the survey instrument 

could be used in testing more than one assumption. The 

various research questions, the assumption (or assumptions) 

tested, the results and conclusion for each follow. 

Research Question 1 

In terms of total taxation, is the present system 
9enerally believed to be equitable? 

Assumption 1: Wealthy people do not pay enough 
taxes. 



Assumption 2: Wealthy people pay less in total 
taxes than do those people who are 
not wealthy. 

Assumption 3: The rich get richer while the poor 
get poorer. 

The first assumption was tested by the following 

survey instrument question: 

Which of the following is a correct statement about 
the amount of taxes that wealthy people pay? 

They definitely pay enough. 
They probably pay enough. 
I don't know. 
They probably do not pay enough. 
They definitely do not pay enough. 
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For purposes of statistical analysis, four of the responses 

were reduced to two opposite alternatives. "They definitely 

pay enough" and "They probably pay enough" were grouped 

together and assumed to be "They pay enough." Likewise, the 

responses "They probably do not pay enough" and "They 

definitely do not pay enough" were grouped together and 

assumed to be "They do not pay enough." These groupings 

permitted a simpler determination of the majority viewpoint 

and a statement of confidence relating to the viewpoint of 

a majority of the population. In addition, it avoided the 

possibility that a majority viewpoint would be undeterminable 

if none of the four responses were selected by a majority of 

the respondents. 

Table 3 shows that only 27.1 per cent of Arizona 

respondents and 17.2 per cent of Maine respondents believed 

that wealthy people pay enough in taxes. At the same time 
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Table 3. Wealthy People Do Not Pay Enough in Taxes 

Responses 

Arizona Maine 

Number Percentage Number Percentage 

Do pay enough 
Definitely 
Probably 

Total 

Do not pay enougha 
Definitely 
Probably 

Total 

Total 
opinions 

Don't know 
No responses 

Total no 
opinion 

16 
55 

71 

65 
126 

191 

262 

43 
8 

51 

6.1 
21.0 

27.1 

24.8 
48.1 

72.9 

100.0 

6 
34 

40 

77 
115 --
192 

232 

41 
1 

42 

2.6 
14.6 

17.2 

33.2 
49.6 

82.8 

100.0 

aconfidence that more than 50% of population would 
have agreed with sample consensus: Arizona, 99.9+; Maine, 
99.9+. 
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72.9 per cent of those from Arizona and 82.8 per cent from 

Maine believed that the wealthy do not pay enough in taxes. 

Furthermore, for both Arizona and Maine there was 99.99+ 

per cent assurance that more than 50 per cent of the 

residents of these states would have agreed with the 

majority of those expressing views in the sample. 

The second assumption was tested with the following 

question: 

Another statement often heard is: "Wealthy indi
viduals pay less in total taxes than do those people 
who are not wealthy." Which of the following reflects 
your belief about this statement? 

Always true 
Usually true 
Don't know 
Seldom true 
Never true 

The responses to this question, as well as to those which 

resulted from the test of assumption three, were also grouped 

for purposes of statistical analysis. The answers "Always 

true" and ''Usually true" were assumed to be "True"; "Seldom 

true" and "Never true" were assumed to be "Not true." 

Table 4 shows that 64.9 per cent of Arizona 

respondents and 75.4 per cent of Maine respondents believed 

that wealthy people pay less in taxes than those who are not 

wealthy; only 35,1 per cent from Arizona and 24.6 per cent 

from Maine believed to the contrary. In addition, these 

sample results provided a 99.99+ per cent assurance that 

more than 50 per cent of the population of both Arizona and 
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Table 4. Wealthy People Pay Less in Total Taxes than Those 
Who are not Wealthy 

Always true 
Usually true 

Total believing 
true a 

Seldom true 
Never true 

Total believing 
not true 

Total opinions 

Don't know 
No responses 

Total no 
opinion 

Responses 

Arizona Maine 

Number Percentage Number Percentage 

35 
144 

179 

91 
6 

97 

276 

36 
1 

37 

12.7 
52.2 

64.9 

33.0 
2.1 

35.1 

100.0 

42 
142 

184 

50 
10 

60 

244 

27 
3 

30 

17.2 
58.2 

75.4 

20.5 
4.1 

24.6 

100.0 

aconfidence that more than 50% of population would 
have agreed with sample consensus: Arizona, 99.99+; Maine, 
9_9.99+. 



Maine would have agreed with the majority of those in the 

sample groups. 

The third assumption was tested with the following 

question: 

The following statement is often heard: "The rich get 
richer while the poor get poorer." Which of the 
following reflects your belief about this statement? 
~lease put a check mark in the appropriate box.) 

Always true 
Usually true 
Don't know 
Seldom true 
Never true 

Table 5 shows that 83.6 per cent of Arizona 
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respondents and 89.1 per cent of Maine respondents believed 

that the rich get richer while the poor get poorer. Once 

again there was a 99.99+ per cent confidence that more than 

50 per cent of the population of Arizona and Maine would 

have agreed with the sample. In June of 1974, a Louis 

Harris poll showed that 70 per cent of the households 

sampled believed that statement (see Chapter 1). If the 

Harris Poll accurately reflected the opinions of Arizona 

and Maine citizens, then clearly there was a deterioration 

in their view of the fairness of our economic system. 

Conclusion. Based on inferences made from the 

responses to the first three survey questions, it is 

extremely likely that the majority of Arizona and Maine 

citizens find the present tax system inequitable in that 

those they consider wealthy pay too .little. 
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Table 5. The Rich get Richer While the Poor get Poorer 

Responses 

Arizona Maine 

Number Percentage Number Percentage 

Always true 
Usually true 

Total believing 
true a 

Seldom true 
Never true 

Total believing 
not true 

Total opinions 

Don't know 
No responses 

Total no 
opinion 

17 
232 

249 

49 
0 

49 

298 

13 
2 

15 

5.7 
77.9 

83.6 

16.4 
0.0 

16.4 

100.0 

30 
199 

229 

24 
4 

28 

257 

14 
3 

17 

11.7 
77.4 

89.1 

9.3 
1.6 

10.9 

100.0 

aconfidence that more than 50% of population would 
have agreed with sample consensus: Arizona, 99.99+; Maine, 
99.99+. 
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Research Question 2 

What value of material things constitutes wealth? 

Assumption 4: To be wealthy requires the ownership 
of material things having a combined 
value of $60,0001 or more. 

This assumption was tested by the following survey 

question: 

I believe that a person is wealthy if he or she has 
material things (money, securities, and/or property) 
which have a combined value of: 

$0 to 
$20,000 to 
$50,000 to 
$70,000 to 

$100,000 to 
$500,000 to 

$20,000 
$50,000 
$70,000 

$100,000 
$500,000 

$1,000,000 

$------~~-----------other 
(Please fill in amount.) 

Table 6 shows that 79.1 per cent of Arizona 

respondents and 69.8 per cent from Maine believed that 

property valued over $100,000 is required to be wealthy. 

Therewas a 99.99+ per cent assurance that a majority of 

Arizona and Maine citizens would have agreed with that 

position. The mean response from Arizona was about $577,000; 

trom Maine, it was about $415,000. Since, for the scales 

provided, there was a small group at each end that tended 

1. The $60,000 figure was selected because, when 
the survey was conducted, it represented the exclusion per
mitted from the estate of a deceased person before imposi
tion of an estate tax. Beginning in 1977, a tax credit was 
substituted for the statutory exemption. The credit, 
however, provides for an equivalent exemption of about 
$120,000 for 1977, increasing in increments, annually, to 
about $175,000 in 1981. 



Table 6. What Combined Value of Material Things (Money, Securities, and/or 
Property) Makes a Person Wealthy? 

A Person is Not Wealthy 
Until Owning Over 

$1,000,000 
500,000 
100,000 

70,000 
50,000 
20,000 

0 

Total responding 

Median 

Mean 

Standard deviation 

95% CI on population mean 

No response 

Number 

5 
134 
103 

35 
16 
11 

2 --
306 

Responses 

Arizona 

Cumulative 
Number Percentage Number 

5 1.6 2 
139 45.4 88 
242 79.1 97 
277 90.5 46 
293 95.7 20 
304 99.3 14 
306 100.0 1 

268 

$477,573 

$577,470 

$1,027,310 

$462,360-
692,570 

7 

Maine 

Cumulative 
Number Percentage 

2 0.7 
90 33.6 

187 69.8 
233 86.9 
253 94.4 
267 99.6 
268 100.0 

$330,619 

$414,830 

$549,110 

$349,090-
480,580 

6 
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to influence the mean· disproportionately, a median was 

computed to obtain another measure of central tendency. 

This was about $448,000 for Arizona and about $331,000 for 

Maine. Upon close examination of Table 6 one can quickly 

observe that there is wide variation in the responses. 

Nonetheless, in regard to the assumption, one can be 99.99+ 

per cent confident that a majority of people in Arizona and 

Maine would have agreed with it. 

Conclusion. Based on inferences made from the 

responses to the above survey question, it is extremely 

likely that a majority of citizens found that the $60,000 

estate~tax exemption, used prior to 1977, did not indicate 

the cutoff point for being wealthy. Indeed, the lowest of 

the two median values suggests that wealth, in the minds of 

the Maine respondents, begins at $331,000. The disparity is 

even greater when comparing the $60,000 figure to the 

Arizona median of $478,000 or the means from Arizona and 

Maine of $577,000 and $415,000 respectively. Changes in 

the tax law occurring after the survey, discussed elsewhere, 

suggest at least a partial recognition by the Congress of 

apparently changing views on the level that makes one 

wealthy, 

Research Question 3 

What value of material things constitutes wealth beyond 
an individual's needs? 
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Assumption 5: Ownership of material things valued 
at over $1,000,000 is wealth beyond 
an individual's needs. 

This assumption was tested by the following 

question: 

I believe that a person has more money, securities 
and/or property than he or she needs if those 
material things have a combined value of: 

$0 to 
$50,000 to 

$100,000 to 
$500,000 to 

$1,000,000 to 

$50,000 
$100,000 
$500,000 

$1,000,000 
$2,000,000 

$--------~------------other 
(Please fill in amount.) 

Table 7 shows that 73 per cent of Arizona respondents 

and 59 per cent of Maine respondents believed that a person 

has exceeded his or her needs when he or she has accumulated 

material things having a value of $1,000,000. There was a 

99+ per cent assurance that at least a majority of Arizona 

and Maine citizens would have agreed with that point of 

view. The variation in responses was so great, however, 

that the mean, standard deviation, and mean range at the 

95 per cent confidence interval give little in the way of 

clues as to the central tendency of the responses. The 

median would seem to be a better gauge with values of 

$848,101 for Arizona and $659,639 for Maine. An even more 

conservative figure would be the high point of the quartile 

deviation based on the median (50 per cent of all cases are 



Table 7. What Combined Value of Material Things (Money, Securities and/or 
Property) is More Than a Person Needs? 

Wealth is Beyond 
an Individual's 

Needs When Owning 

$ 50,000 
100,000 
500,000 

1,000,000 
2,000,000 

Over $2,000,000 

Total responding 

Median 

Mean 

Standard Deviation 

Number 

9 
22 
51 
79 
95 
17 

273 

95% CI on population mean 

No response 

Responses 

Arizona 

Percentage 
Cumulative 
Percentage 

3.3 
8.1 

18.7 
28.9 
34.8 
6.2 

100.0 

$848,101 

$2,944,870 

$13,241,380 

$1,374,120-
$4,515,620 

40 

3.3 
11.4 
30.1 
59.0 
93.8 

100.0 

Number 

3 
28 
67 
83 
62 

5 

248 

Maine 

Cumulative 
Percentage Percentage 

1.2 1.2 
11.3 12.5 
27.0 39.5 
33.5 73.0 
25.0 98.0 
2.0 100.0 

100.0 

$659,639 

$1,211,190 

$6,289,860 

$428,350-
$1,994,030 

26 

V'l 
0 
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within this point). For Arizona this would be $936,463 and 

for Maine $684,204. 

Conclusion. Based on inferences made from the 

responses to the above survey question, it is extremely 

likely that a majority of Arizona and Maine citizens 

believed that ownership of material things valued at over 

$1,000,000 is wealth beyond an individual's needs. 

Research Question 4 

Should a limit be placed on the amount of material 
things an individual can accumulate? 

Assumption 6: A limit of $10,000,0002 should be 
placed on the amount of material 
things an individual can accumulate. 

This assumption was tested by the following two-

part question: 

With which of the following statements do you agree? 

1. I believe that some limit should be placed on the 
amount of money, securities, and/or property a 
person can accumulate. 

2. I believe that no limit should be placed on the 
amount of money, securities, and/or property a 
person can accumulate. 

If you placed a check mark in box 1, about how much 
should the limit be? $ -----------------

Table Sa shows that 90.3 per cent of Arizona 

respondents and 83.2 per cent of Maine respondents believed 

2. The $10,000,000 was arbitrarily selected by the 
researcher. 



Table 8. Limits Placed on the Amount of Material Things 
an Individual Can Accumulate 

Responses 

Arizona Maine 
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Number Percentage Number Percentage 

(a) Should a limit be J2laced? 

Some limit 30 9.7 46 16.8 
No limita 280 90.3 228 83.2 

Total opinions 310 100.0 274 100.0 

No responses 3 0 

(b) How much should the limit be? 

Wealth limited to above: 

$ 0 25 100.0 37 100.0 
50,000 25 100.0 35 94.6 
75,000 24 96.0 35 94.6 

100,000 20 80.0 32 86.5 
200,000 18 72.0 32 86.5 
250,000 18 72.0 30 81.1 
500,000 11 44.0 20 54.1 

1,000,000 2 8.0 7 18.9 
1,500,000 2 8.0 6 16.2 
2,000,000 1 4.0 3 8.1 
5,000,000 1 4.0 1 2.7 

10,000,000 0 0.0 0 0.0 

Median $ 892,857 $1,057,692 

Mean $1,015,000 $1,254,050 

Standard deviation $1,927,000 $1,838,790 

95% CI on population mean $259,620- $661,550-
1,770,380 1,846,550 

No response 5 9 

aconfidence that more than 50% of population would 
have agreed with sample consensus: Arizona, 99.99+; Maine, 
99. 99.+. 
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that no limit should be placed on the amount of material 

things an individual can accumulate. There was 99.99+ per 

cent assurance that a majority of Arizona and Maine citizens 

would have agreed with the "no limit" position. Table 8b 

shows that, for those few believing that a limit should 

exist, the mean level was $1,015,000 for Arizona respondents 

and $1,254,050 for Maine respondents. Because of the wide 

range of values offered, the median was calculated as a more 

meaningful indication of central tendency. This turned out 

to be $892,857 for Arizona respondents and $1,057,692 for 

Maine respondents. 

Conclusion. Based on inferences made from the 

responses to the above survey question, it is apparent that 

Arizona and Maine citizens soundly rejected the assumption 

that limits be placed on accumulation of wealth. For those 

in the group sampled supporting the placing of limits on 

accumulation of wealth, however, the limitation level 

recommended was on the average in the vicinity of $1,000,000 

(i.e., that a 100 per cent marginal tax rate should be 

imposed at about $1,000,000). 

Research Question 5 

Should wealth be redistributed? 

Assumption 7: Society would be better off if some 
money, securities, and/or property 
were taken from the wealthy, in some 
way (undefined), and given to those 
less wealthy. 



Assumption 8: Individuals would be willing to 
give up, on the average, 10 per 
cent3 of their money, securities, 
and/or property, to help others 
less fortunate than they. 

Assumption 7 was tested by the following 

question: 

Which of the following best reflects your view? 

I believe that our society would be better off if 
some money, securities, and/or property were taken 
from the wealthy, in some way, and given to those 
less wealthy. 

I believe that our society would not be better off 
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if some money, securities, and/or property were taken 
from the wealthy, in some way, and given to those 
less wealthy. 

Table 9 shows that 80.9 per cent of Arizona 

respondents and 72.3 per cent of Maine respondents believed 

that society would not gain from redistribution of wealth. 

There was a 99.99+ per cent assurance that more than 50 per 

cent of the populations of Arizona and Maine would have 

agreed with the sample. 

Assumption 8 was tested by two questions. The 

first, survey question number 18, follows: 

What percentage of your money, securities, and/or 
property would you be willing to give up to assure 
that all people have enough to help them through 
peri~ds of unemployment: 

0% 2% 4% 6% 8% 10% 15% 20% 25% 30% 35% 
Other 

(Please fill in per cent) 

3. Ten per cent was arbitrarily selected by the 
researchex, 
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Table 9. Society would be Better Off if Money, Securities, 
and/or Property were Taken from the Wealthy and 
Given to Those Less Wealthy 

Responses 

Arizona Maine 

Number Percentage Number Percentage 

Society would be 
better off 58 19.1 74 27.7 

Society would not 
be better offa 245 80.9 193 72.3 

Total opinions 303 100.0 267 100.0 

No response 10 7 

aConfidence that more than 50% of population would 
have agreed with sample consensus: Arizona, 99.99+; Maine, 
99.99+. 
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Table 10 shows that 38.5 per cent of Arizona 

respondents and 41.4 per cent of Maine respondents would 

give nothing to help the unemployed, and only 37.5 per cent 

from Arizona and 34.7 per cent from Maine would give more 

than 2 per cent. 

The mean response was 4.06 per cent for Arizona and 

3.50 per cent for Maine. The median response was 2.44 per 

cent for Arizona and 2.32 per cent for Maine. 

The second question, survey question number 19, is 

similar to the first but asked the respondent to reflect 

back two years and use that period as a framework for 

answering. This was done to see what effect a different 

4 economic condition might have on the responses. Survey 

question 19 follows: 

If you were answering question 18 above 2 years ago 
(before the current economic crisis) what percentage 
of your money, securities, and/or property would you 
have been willing to give up? 

0% 2% 4% 6% 8% 10% 15% 20% 25% 30% 35% 
other 

(Please fill in per cent) 

Table 11 shows that 44.3 per cent of Arizona 

respondents and 42.9 per cent of Maine respondents would 

giye nothing to help the unemployed two years before and 

4. The year 1975, when the questionnaires were 
answered, was considered by many to be a period of severe 
economic crisis with relatively higher than average 
inflation and unemployment. 



57 

Table 10. What Percentage of Your Material Things Would You 
Give Up to Help Other People Through Periods of 
Unemployment? 

Respondents willing 
to give up 0% 

Respondents willing 
to give more than: 

0% 
1% 
2% 
3% 
4% 
5% 
6% 
8% 

10% 

Responses 

Arizona Maine 

Number Percentage Number Percentage 

112 38.5 104 41.4 

179 61.5 147 58.6 
174 59.8 144 57.4 
109 37.5 87 34. 7 
109 37.5 86 34.3 

70 24.1 60 23.9 
66 22.7 57 22.7. 
41 14.1 44 17.5 
37 12.7 40 15.9 
15 5.2 11 4. 4 

Total responding 291 100.0 251 100.0 

Median 

Mean 

Standard deviation 

95% CI on population 
mean 

No response 

2.44% 

4.06% 

8.45% 

3.09%-5.03% 

22 

2.32% 

3.50% 

5.23% 

2.86%-4.15% 

23 



Table 11. Two Years Ago What Percentage of Your Material 
Things Would You Give Up to Help Other People 
Through Periods of Unemployment 

Responses 

Arizona Maine 
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Number Percentage Number Percentage 

Respondents willing 
to give up 0% 

Respondents willing 
to give more than: 

0% 
1% 
2% 
3% 
4% 
5% 
6% 
8% 

10% 

128 44.3 

161 55.7 
157 54.3 
103 35.6 
103 35.6 

63 21.8 
62 21.5 
42 14.5 
37 12.8 
11 3.8 

Total responding 289 100.0 

Median 

Mean 

Standard deviation 

95% CI on population 
mean 

No response 

2.23% 

3.67% 

8.10% 

2.73%-4.60% 

24 

108 42.9 

144 57.1 
142 56.3 

89 35.3 
88 34.9 
69 27.4 
68 27.0 
52 20.6 
45 17.9 
13 5.2 

252 100.0 

2.30% 

3.67% 

5.22% 

3.02%-4.31% 

22 
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only 35.6 per cent from Arizona and 35.3 per cent from Maine 

would give more than 2 per cent. These results are 

substantially the same as from the previous question and 

show that changes in economic conditions would apparently 

not change views about helping those out of work. Once 

again there was a 99.99+ per cent assurance that more than 

50 per cent of Arizona and Maine populations would have 

concurred with these results. 

The mean response was 3.67 per cent for both Arizona 

and Maine. The median was 2.23 per cent for Arizona 

responses and 2.30 per cent for Maine. 

Conclusion. The rejection of both assumptions 7 and 

8 indicates that a majority of respondents were generally 

not in favor of redistribution of wealth. 

With the rejection of the concept of redistribution 

of wealth, the two remaining research questions lose much of 

their importa.nce. However, they do serve at least two 

purposes: they help to show the consistency of the respondents 

and the degree to which they support their position. 

Research Question 6 

If wealth should be redistributed, should it be done 
by means of federal estate and gift taxation laws? 
' 

Assumption 9: The wealthy should be allowed to 
pass on less than half of their 
money, securities, and/or property 
to their heirs at death. 



Assumption 10: The tax on wealth transferred at 
death

5
should be more than 50 per 

cent. 

Assumption 11: The tax on wealth transferred by 
gifts should be more than 50 per 
cent. 6 
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Acceptance of assumptions 10 and 11 would show that 

the respondents favor taking from the wealthy by taxing at 

death, or at time of receipt of a gift, so that the pro-

ceeds might somehow be given to others. 

Assumptions 9 and 10 were tested by the following 

question: 

How much of their money, securities, and/or property 
do you b~lieve that the wealthy should be allowed to 
pass on to their heirs at death? 

All of it. 
More than half but not all. 
About half of it. 
Some but less than half. 
None of it. 

Table 12 shows dramatically how little support 

existed for heavy death taxation. Of the Arizona respondents, 

68.4 per cent believed that a person should be allowed to 

pass all his wealth on to heirs at death (i.e., there should 

Be no death taxation}_, while 70.4 per cent from Maine 

subscribed to that view. There was a 99.99+ per cent 

assurance that more than 50 per cent of Arizona and Maine 

populations would have agreed with the "no death tax" 

5. Fifty per cent was arbitrarily selected by the 
researcher. 

6. See footnote 5. 



Table 12. How Much of Their Material Things Should the 
Wealthy be Allowed to Pass on to Their Heirs 
at Death? 

Responses 

Arizona Maine 

61 

Nwnber Percentage Nwnber Percentage 

All of ita 210 68.4 190 70.4 

More than half but 
not all 61 19.9 44 16.3 

About half of it 22 7.2 21 7.8 

Some but less than 
half 13 4.2 13 4.8 

None of it 1 0.3 2 0.7 

Total opinions 307 100.0 270 100.0 

No response 6 4 

aconfidence that more than 50% of population would 
have agreed with sample consensus: Arizona, 99.99+; Maine, 
9_9_. g 9.+. 
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concept. Another 19.9 per cent from Arizona and 16.3 per 

cent from Maine believed that there should be some taxation 

but not as much as 50 per cent. The combination of these 

two groups gave an 88.3 per cent support from Arizona for 

less than 50 per cent taxation at death and 86.7 per cent 

from Maine. By adding those favoring about 50 per cent 

taxation, the combined total was 95.5 per cent from Arizona 

favoring 50 per cent or less taxation and 94.5 per cent from 

Maine. 

Assumption 10 was also tested by another question 

designed to establish some specific tax rates on estates of 

various sizes: 

When a person dies and leaves money, securities, and/or 
property to a husband, wife, or child, the government 
usually taxes its value. Please put a check mark in 
the appropriate box, for each situation below, indi
cating the amount of tax you believe should be paid. 

If, before taxes, the value of money, securities, 
and/or property left by the person who died 
i:s • 

1The question then provided values of $1,000, $10,000, 
$100,000, and $1,000,000 and asked what the amount of 
tax should be. Each case, provided opportunity to 
check o~f amounts, in 10 per cent increments, ranging 
£rom 0 to 100 per cent of the values given.] 

Table 13a shows that 82.8 per cent of Arizona 

respondents did not favor a tax on a $1,000 estate, 72.2 

per cent on a $10,000 estate, 38.6.per cent on a $100,000 

estate, and 26.4 per cent on a $1,000,000 estate. A 10 per 

cent tax was favored by 12.2 per cent on a $1,000 estate, 

by 20.5 per cent on a $10,000 estate, by 45.3 per cent on a 



Table 13. What Tax Should be Imposed on Money, Securities, and/or Property Left, 
at Death, to a Husband, Wife, or Child? 

Values of Wealth Left at Death 

$1,000 $10,000 $100,000 $1,000,000 

Tax at: Number Percentage Number Percentage Number Percentage Number Percentage 

la) Arizona resEonses: 

100% 
90% 
80% 5 1.7 
70% 2 0.7 2 0.7 
60% l 0.3 2 0.7 4 1.3 
50% 2 0.7 1 0.3 7 2.3 18 6.0 
40% 0 1 0.3 3 1.0 10 3.3 
30% 4 1.3 5 1.7 12 4.0 22 7.4 
20% 9 3.0 14 4.7 22 7.4 41 13.7 
10% 37 12.2 62 20.5 135 45.3 118 39.5 

0% .251 82.8 218 72.2 115 38.6 79 26.4 ---
Total responding 303 100.0 302 100.0 298 100.0 299 100.0 

Mean 2.5% 4.0% 9.7% 15.9% 

Standard deviation 6.8% 8.0% 12.2% 17.4% 

Mean range at 95% CI 1.8% to 3.1% to 8.3% to 13.9% to 
3.3% 4.9% 11.1% 17.8% 

Did not respond 10 11 15 14 

0'\ 
w 



Table 13.--Continued 

Values of Wealth Left at Death 

$1,000 $10,000 $100,000 $1,000,000 

Tax at: Number Percentage Number Percentage Number Percentage Number Percentage 

(b} Maine res,Eonses: 

100% 
90% 
80% 1 0.4 1 0.4 1 0.4 7 2.7 
70% 0 0 1 0.4 2 0.8 
60% 0 0 1 0.4 3 1.1 
50% 3 1.1 3 1.1 10 3.8 21 8.1 
40% 1 0.4 2 0.8 1 0.4 9 3.5 
30% 0 3 1.1 10 3.8 23 8.9 
20% 3 1.1 7 2.7 27 10.4 20 7.7 
10% 37 14.0 67 25.8 132 50.8 109 42.1 

0% 220 83.0 177 68.1 77 29.6 65 25.1 

Total responding 265 100.0 260 100.0 260 100.0 259 100.0 

Mean 2.6% 4.7% 11.2% 17.3% 

Standard deviation 8.4% 9.6% 12.7% 19.2% 

Mean Range at 95% CI 1. 6% to 3.5% to 9.6% to 14.9% to 
3.7% 5.8% 12.7% 19.6% 

Did not respond 9 14 14 15 
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$100,000 estate, and by 39.5 per cent on a $1,000,000 

estate. Combining the two resulted in 95 per cent favoring 

a tax of 10 per cent or less on a $1,000 estate, 92.7 per 

cent on a $10,000 estate, 83.9 per cent on a $100,000 

estate, and 65.9 per cent on a $1,000,000 estate. There was 

a 99.99+ per cent confidence that more than 50 per cent of 

the population of Arizona would have favored a tax of 10 per 

cent or less on estates of each of those values. 

Table 13b shows that 83 per cent of Maine respondents 

did not favor a tax on a $1,000 estate, 68.1 per cent on a 

$10,000 estate, 29.6 per cent on a $100,000 estate, and 

25.1 per cent on a $1,000,000 estate. A 10 per cent tax 

was favored by 14 per cent on a $1,000 estate, 25.8 per cent 

on a $10,000 estate, 50.8 per cent on a $100,000 estate, 

and 42.1 per cent on a $1,000,000 estate. Combining the 

two resulted in 97 per cent favoring a tax of 10 per cent 

or less on a $1,000 estate, 93.9 per cent on a $10,000 

estate, 80.4 per cent on a $100,000 estate, and 67.2 per 

cent on a $1,000,000 estate. There was a 99.99+ per cent 

confidence that more than 50 per cent of the population of 

Maine would have favored a tax of 10 per cent or less on 

estates of each of those values. 

Assumption 11 was tested by a question designed to 

establish some specific tax rates on gifts of various sizes. 

When a living person gives a gift of money, securities, 
and;or property, the government, under certain 



circumstances, may tax its value. Please put a check 
mark in the appropriate box, for each situation below, 
indicating the amount of tax you believe should be 
paid. 
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If, before taxes, the value of the money, securities, 
and/or property given as a gift is . . . 

!The question then provided values of $1,000, $10,000, 
$100,000, and $1,000,000 and asked what the amount of 
tax should be. Each case provided opportunity to 
check off amounts, in 10 per cent increments, ranging 
from 0 to 100 per cent of the values given.] 

Only when the survey was completed was it discovered 

that this question might have been misinterpreted by some 

respondents because it referred to a tax on a single gift 

rather than a series of gifts. That is, respondents might 

well have responded differently if the question referred to 

a series of annual gifts rather than a one-time gift at the 

amounts stipulated. The law in effect at the time of the 

survey called for an annual gift tax exclusion of $3,000 

per donee and a tax on gifts made during that year above the 

exclusion (assuming the donor either elected not to use 

his/her additional lifetime exclusion of $30,000 or had 

already completely exhausted it). The tax on gifts was 

based on the cumulative amount of taxable gifts given to 

that time. Thus, a recommended tax rate on a series of 

gifts mi~ht well be different from one on a single gift. 

On the other hand, responses to question 17 and the 

written comments by respondents would tend to minimize 

concern about the problem that is inherent here. Question 

17 offers a hypothetical situation where the donee already 
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had wealth of a million dollars before receiving a gift of 

the stipulated amounts. The responses to this question were 

substantially the same as question 16, increasing the rate 

by about only 10 per cent (see Table 15, p. 74). In addi

tion, written comments by respondents, discussed in Chapter 

4, show an overwhelming distaste for any effort to take 

their property from them; they believe that they should be 

able to keep and use it as they see fit. Furthermore, the 

rather consistent responses against heavy taxation in other 

survey questions shed great doubt that these respondents 

would be in favor of heavy taxation on a series of annual 

gifts. In any case, the results of the responses to the 

two questions concerning gift taxes can be interpreted by 

the reader in respect of a single gift. That assumption is 

made here. 

Table 14a shows that 82.9 per cent of Arizona 

respondents did not favor a tax on a gift of $1,000, 66.7 

per cent on a gift of $10,000, 37.4 per cent on a gift of 

$100,000, and 31,8 per cent on a gift of $1,000,000. A 10 

per cent tax was favored by 14.1 per cent on a $1,000 gift, 

by 24.5 per cent on a $10,000 gift, by 42.8 per cent on a 

$100,000 gift, and by 34.5 per cent on a $1,000,000 gift. 

Combining the two resulted in 97 per cent favoring a tax of 

10 per cent or less on a $1,000 gift, 91.2 per cent on a 

$10,000 gift, 80.2 per cent on a $100,000 gift, and 66.3 per 

cent on a $1,000,000 gift. There was a 99.99+ per cent 



Table 14. What Tax Should be Imposed on Money, Securities, and/or Property Given 
as a Gift by a Living Person? 

Values of Gift Given 

$1,000 $10,000 $100,000 $1,000,000 

Tax at: Number Percentage Number Percentage Number Percentage Number Percentage 

(a) Arizona res12onses: 

100% 
90% 
80% 2 0.7 6 2.0 
70% 1 0.3 0 0 
60% 0 3 1.0 2 0.7 
50% 1 0.3 3 1.0 4 1.4 15 5.1 
40% 1 0.3 1 0.3 5 1.7 18 6.1 
30% 3 1.0 4 1.4 15 5.1 19 6.5 
20% 4 1.4 17 5.8 29 9.9 39 13.3 
10% 42 14.1 72 24.5 126 42.8 101 34.5 

0% 247 82.9 196 66.7 110 37.4 93 31.8 --- ---
Total responding 298 100.0 294 100.0 294 100.0 293 100.0 

Mean 2.3% 4.9% 10.3% 15.1% 

Standard deviation 6.1% 9.2% 12.8% 17.3% 

Mean range at 95% CI 1.6% to 3.9% to 8.8% to 13.1% to 
3.0% 5.9% 11.8% 17.1% 

Did not respond 15 19 19 20 



Table 14.--Continued 

Values of Gift Given 

$1,000 $10,000 $100,000 $1,000,000 

Tax at: Number Percentage Number Percentage Number Percentage Number Percentage 

(b) Maine res12onses_: 

100% 
90% 
80% 1 0.4 1 0.4 1 0.4 8 3.1 
70% 0 0 1 0.4 0 
60% 0 0 1 0.4 5 2.0 
50% 2 0.8 2 0.8 16 6.3 22 8.6 
40% 0 5 1.9 5 2.0 6 2.4 
30% 2 0.8 3 1.2 12 4.7 15 5.9 
20% 4 1.5 10 3.9 19 7.5 25 9.8 
10% 29 11.4 65 25.4 96 37.8 88 34.5 

0% 217 85.1 170 66.4 103 40.5 86 33.7 

Total responding 255 100.0 256 100.0 254 100.0 255 100.0 

Mean 2.4% 5.2% 11.5% 16.1% 

Standard deviation 8.0% 10.1% 15.1% 19.8\ 

Mean range at 95% CI 1.4% to 3.9% to 9.6% to 13.7% to 
3.4% 6.4% 13.3% 18.6% 

Did not respond 19 18 20 19 



confidence that more than 50 per cent of the population of 

Arizona would have favored a tax of 10 per cent or less on 

an individual gift of each of those values. 
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Table 14b shows that 85.1 per cent of Maine 

respondents did not favor a tax on a gift of $1,000, 66.4 

per cent on a $10,000 gift, 40.5 per cent on a $100,000 

gift, and 33.7 per cent on a $1,000,000 gift. A 10 per 

cent tax was favored by 11.4 per cent on a $1,000 gift, by 

25.4 per cent on a $10,000 gift, by 37.8 per cent on a 

$100,000 gift, and by 34.5 per cent on a $1,000,000 gift. 

Combining the two resulted in 96.5 per cent favoring a tax 

of 10 per cent or less on a $1,000 gift, 91.8 per cent on a 

$10,000 gift, 78.3 per cent on a $100,000 gift, and 68.2 

per cent on a $1,000,000 gift. There was a 99.99+ per cent 

confidence that more than 50 per cent of the population of 

Maine would have favored a tax of 10 per cent or less on an 

individual gift of each of those values. 

Conclusion, Assumptions 9, 10, and 11 were rejected. 

There was little support for heavy death or gift taxes. A 

tax at a rate up to 10 per cent would likely have been 

supported by Arizona and Maine citizens for both estates 

and an individual gift at and above $100,000. These results 

are not inconsistent with those obtained for research 

question 5. 
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Research Question 7 

If wealth should be redistributed by means of federal 
estate and gift taxation laws, to what extent should it 
be so? 

Once again, with the rejection of the concept of 

redistribution of wealth, this research question loses much 

of its importance. It has, however, been answered, in part, 

by the questions used to test several previous assumptions. 

Table 12 showed that 68.4 per cent of Arizona respondents 

and 70.4 per cent of Maine respondents believed that the 

wealthy should be allowed to pass on all of their material 

things to heirs at death. Tables 13a and 13b show that most 

Arizona and Maine respondents favored an estate tax at 10 

per cent or less. And Tables 14a and 14b show that most 

Arizona and Maine respondents favored a tax on an individual 

gift at 10 per cent or less. 

Four assumptions were originally developed to help 

answer this question: 

Assumption 12: Wealth should be taxed at progres
sively higher rates the greater the 
value of material things left at 
death. 

Assumption 13: Wealth should be taxed at progres
sively higher rates the greater the 
value of material things transferred 
by gift. 

Assumption 14: The amount of tax imposed on 
material things transferred at 
death should be dependent on the 
value of material things already 
owned by the transferee. 



Assumption 15: The amount of tax imposed on 
material things transferred by 
gift should be dependent on the 
value of material things already 
owned by the transferee. 
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Assumption 12 was tested by the question, "What tax 

should be imposed on money, securities, and/or property left 

at death to a husband, wife, or child?" summarized in 

Tables 13a and 13b. Those tables show that the mean tax 

rate recommended does move progressively from 2.5 per cent 

by Arizona respondents on a $1,000 estate and 2.6 per cent 

by Maine respondents to 15.9 per cent by Arizona respondents 

on a $1,000,000 estate and 17.3 per cent by Maine respondents. 

Assumption 13 was tested by the question, "What tax 

should be imposed on money, securities, and/or property 

given as a gift by a living person?" summarized in Tables 

14a and 14b. Those tables show that the mean tax rate 

recommended moves progressively from 2.3 per cent by Arizona 

respondents on a $1,000 gift and 2.4 per cent by Maine 

respondents to 15.1 per cent by Arizona respondents on a 

$1,000,000 gift and 16.1 per cent by Maine respondents. 

Assumption 14 was tested by the following question: 

Suppose that the hus9and, wife, or child (mentioned 
in question 14 above ) already owned money, securities, 
and/or property valued at a million dollars. What 
amount of tax do you believe should be paid? 

7. Survey question 14 is summarized in Tables 
13a and 13b. 



If, before taxes, the value of money, securities, 
and/or property left by the person who died is . . . 

!The question then provided values of $1,000, 
$10,000, $100,000, and $1,000,000 and asked what 
the amount of tax should be. Each case, provided 
opportunity to check off amounts, in 10 per cent 
increments, ranging from 0 to 100 per cent of the 
values given.] 
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Tables 15a and 15b show that respondents' views re-

garding taxation of wealth transferred at death was affected 

by the amount of wealth already owned by the transferee. On 

the average, the tax rate recommended increased about 10 

percentage points where respondents were told that transferees 

already owned material things valued at a million dollars. 

Table 15a shows that where wealth of a million 

dollars already existed, Arizona residents recommended mean 

tax rates of 12.0 per cent for estates of $1,000, 14.3 per 

cent for $10,000 estates, 18.8 per cent for $100,000 estates, 

and 23,2 per cent for $1,000,000 estates. Table 13a, which 

did not mention transferees' wealth, showed mean tax rates 

recommended by Arizona respondents of 2.5 per cent for 

estates of $1,000, 4.0 per cent for $10,000 estates, 9.7 

per cent for $100,000 estates, and 15.9 per cent for 

$1,000,000 estates. 

Table 15b shows that where wealth of a million 

dollars already existed, Maine respondents recommended mean 

tax rates of 12.3 per cent for estates of $1,000, 15.3 per 

cent for $10,000 estates, 21.2 per cent for $100,000 

estates, and 25.6 per cent for $1,000,000 estates. Table 



Table 15. What Tax Should be Imposed on Money, Securities, and/or Property Left, 
at Death, to a Husband, Wife, or Child Who Already Owns Material Things 
Valued at a Million Dollars? 

Values of Wealth Left at Death 

$1,000 $10,000 $100,000 $1,000,000 

Tax ate Number Percentage Number Percentage Number Percentage Number Percentage 

Ja) Arizona responses: 

100% 15 5.1 15 5.1 12 4.1 11 3.7 
90% 1 0.3 1 0.3 2 0.7 3 1.0 
80% 0 2 0.7 3 1.0 7 2.4 
70% 2 0.7 1 0.3 2 0.7 3 1.0 
60% 0 1 0.3 3 1.0 5 1.7 
50% 16 5.4 19 6.5 24 8.1 30 10.2 
40% 2 0.7 1 0.3 3 1.0 12 4.1 
30% 6 2.0 10 3.4 24 8.1 30 10.2 
20% 16 5.4 29 9.8 33 11.2 33 11.2 
10% 43 14.7 48 16.2 91 30.9 85 28.8 

0% 193 65.7 169 57.1 98 33.2 76 25.7 

Total responding 294 100.0 296 100.0 295 100.0 295 100.0 

Mean 12.0% 14.3% 18.8% 23.2% 

Standard deviation 25.1% 25.6% 24.8% 25.9% 

Mean range at 9S't CI 9.2% to 11.4% to 16.0% to 20.2% to 
14.9% 17.2% 21.6% 26.1% 

Did not respond 19 17 18 18 



Table 15.--Continued 

Values of Wealth Left at Death 

$1,000 $10,000 $100,000 

Tax at: Number Percentage Number Percentage Number Percentage 

lh) Maine res~nses: 

100% 7 2.7 6 2.3 6 2.3 
90% 4 1.6 5 2.0 5 2.0 
80% 1 0.4 1 0.4 4 1.6 
70% 0 3 1.2 3 1.1 
60% 3 1.2 2 0.8 4 1.6 
50% 19 7.4 19 7.4 27 10.6 
40% 1 0.4 7 2.7 10 3.9 
30% 5 2.0 12 4.7 14 5.5 
20% 16 6.2 16 6.3 27 10.6 
10% 38 14.8 54 21.2 88 34.5 

0% 162 63.3 130 51.0 67 26.3 ---
Total responding 256 100.0 255 100.0 255 100.0 

Mean 12.3% 15.3% 21.2% 

Standard deviation 23.8% 24.3% 24.8% 

Mean range at 95% CI 9.4% to 12.3% to 18.2% to 
15.3% 18.3% 24.3% 

Did not respond 18 19 19 

$1,000,000 

Number Percentage 

7 2.7 
9 3.5 
3 1.2 
7 2.7 
3 1.2 

42 16.2 
8 3.1 

17 6.6 
26 10.0 
76 29.3 
61 23.5 

259 100.0 

25.6% 

27.0% 

22.3% to 
28.9% 

15 

"""' V1 
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13b, which did not mention the transferee's wealth, showed 

mean tax rates recommended by Maine respondents of 2.6 per 

cent for estates of $1,000, 4.7 per cent for $10,000 

estates, 11.2 per cent for $100,000 estates, and 17.3 per 

cent for $1,000,000 estates. 

For recipients of $1,000,000 estates, 65.9 per cent 

of Arizona respondents recommended a tax of 10 per cent or 

less when there was no mention of the transferee's prior 

wealth, and only 54.5 per cent of Arizona residents recom-

mended such a low tax when they knew the transferee already 

had wealth of $1,000,000. For Maine respondents, 67.2 per 

cent recommended a tax of 10 per cent or less on estates 

of $1,000,000 when there was no mention of the transferee's 

prior wealth, and only 52.8 per cent of Maine respondents 

recommended that tax when they learned of the recipient's 

prior wealth. 

Assumption 15 was tested by the following 

question: 

Suppose that the pers~n receiving the gift (mentioned 
in question 16, above ) already owned money, securities, 
and/or property valued at a million dollars. What 
amount of tax do you believe should be paid? 

If before taxes, the value of the money, securities, 
and/or property given as a gift is . . . 

!The question then provided values of $1,000, $10,000, 
$100,000, and $1,000,000 and asked what the amount of 
tax should be. Each case, provided opportunity to 

8. Survey question 16 is summarized in Tables 
14a and 14b. 
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check off amounts, in 10 per cent increments, ranging 
from 0 to 100 per cent of the values given.] 

Tables lGa and 1Gb show that respondents' views 

regarding taxation of wealth transferred by a gift also were 

affected by the amount of wealth already owned by the 

transferee. On the average, the tax rate recommended 

increased about 10 percentage points where respondents were 

told that transferees already owned material things valued 

at $1,000,000, but the Arizona responses averaged somewhat 

less. 

Table lGa shows that where wealth of a million 

dollars already existed, Arizona respondents recommended 

mean tax rates of 11.0 per cent for a gift of $1,000, 13.5 

per cent for a $10,000 gift, 18.2 per cent for a $100,000 

gift, and 20.9 per cent for a $1,000,000 gift. Table 14a, 

which did not mention transferees' wealth, showed mean tax 

rates recommended by Arizona respondents of 2.3 per cent for 

a gift of $1,000, 4.9 per cent for a $10,000 gift, 10.3 per 

cent for a $100,000 gift, and 15.1 per cent for a $1,000,000 

gift. 

Table 1Gb shows that where wealth of a million 

dollars already existed Maine respondents recommended mean 

tax rates of 12.5 per cent for a gift of $1,000, 15.7 per 

cent for a $10,000 gift, 21.1 per cent for a $100,000 gift, 

and 24,3 per cent for a $1,000,000 gift. Table 14b, which 

did not mention the transferee's wealth, showed mean tax 



Table 16. What Tax Should be Imposed on Money, Securities, and/or Property Given 
as a Gift by a Living Person to Someone Who Already Owns Material 
Things Valued at a Million Dollars? 

Values of Gift Given 

$1,000 $10,000 $100,000 $1,000,000 

Tax ate Number Percentage Number Percentage Number Percentage Number Percentage 

(a) Arizona res12onses: 

100% 14 4.8 13 4.4 12 4.1 9 3.1 
90% 0 0 1 0.3 2 0.7 
80% 1 0.3 2 0.7 1 0.3 3 1.0 
70% 1 0.3 0 3 1.1 1 0.3 
60% 0 1 0.3 2 0.7 5 1.7 
50% 16 5.5 22 7.5 23 7.9 35 11.9 
40% 1 0.3 3 1.1 7 2.4 11 3.8 
30% 3 1.1 6 2.1 17 5.8 21 7.2 
20% 14 4.8 25 8.6 38 13.0 40 13.7 
10% 45 15.4 53 18.1 92 31.5 80 27.3 

0% 197 67.5 167 57.2 96 32.9 86 29.3 

Total responding 292 100.0 292 100.0 292 100.0 293 100.0 

Mean 11.0% 13.5% 18.2% 20.9% 

Standard deviation 24.2% 24.4% 24.0% 24.0% 

Mean range at 95% CI 8.2% to 10.7% to 15.5% to 18.1% to 
13.8% 16.3% 21.0% 23.6% 

Did not respond 21 21 21 20 



Table 16.--Continued 

Values of Gift Given 

$1,000 $10,000 $100,000 $1,000,000 

Tax ate Number Percentage Number Percentage Number Percentage Number Percentage 

(b) Maine res_Eonses: 

100% 8 3.2 5 2.0 5 2.0 4 1.6 
90% 4 1.6 5 2.0 5 2.0 9 3.6 
80% 1 0.4 2 0.8 4 1.6 4 1.6 
70% 0 2 0.8 2 0.8 6 2.4 
60% 1 0.4 3 1.2 5 2.0 4 1.6 
50% 18 7.1 23 9.1 35 13.7 38 15.1 
40% 3 1.2 6 2.4 5 2.0 9 3.6 
30% 9 3.5 8 3.2 17 6.7 17 6.8 
20% 10 4.0 14 5.5 21 8.2 25 9.9 
10% 37 14.7 62 24.6 77 30.3 65 25.9 

0% 161 63.9 122 48.4 78 30.7 70 27.9 

Total responding 252 100.0 252 100.0 254 100.0 251 100.0 

Mean 12.5% 15.7% 21.1% 24.3% 

Standard deviation 24.3% 24.3% 25.0% 26.4% 
I 

Mean range at 95% CI 9.5% to 12.7% to 18.0% to 21.1% to 
15.5% 18.7% 24.2% 27.6% 

Did not respond 22 22 20 23 
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rates recommended by Maine respondents of 2.4 per cent for 

a gift of $1,000, 5.2 per cent for a $10,000 gift, 11.5 per 

cent for a $100,000 gift, and 16.1 per cent for a $1,000,000 

gift. 

For recipients of a $1,000,000 gift, 63.3 per cent 

of Arizona respondents recommended a tax of 10 per cent or 

less when there was no mention of the transferee's prior 

wealth and only 56.6 per cent recommended such a low tax 

when they knew the transferee already had wealth of 

$1,000,000. For Maine respondents, 68.2 per cent recom

mended a tax of 10 per cent or less on a gift of $1,000,000 

when there was no mention of the transferee's prior wealth 

and only 53.8 per cent when they learned of the recipient's 

prior wealth. 

It is interesting to note the similarities between 

the percentage of respondents recommending tax rates of 10 

per cent or less for estates and for an individual gift of 

various sizes. For example, comparing Tables 13a and 14a 

for Arizona respondents and transfers of $1,000, 95 per cent 

are in this category for estates and 97 per cent for a gift. 

For transfers of $10,000, $100,000, and $1,000,000, the 

figures are ~2.7 per cent, 83.9 per cent, and 65.9 per 

cent, respectively, for estates and 91.2 per cent, 80.2 

per cent, and 66.3 per cent, respectively, for a gift. 

Similar results are obtained from Maine responses and in 



comparing the taxing of estates and an individual gift 

where the transferee already had wealth of $1,000,000. 
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Conclusion. Respondents believed that tax rates 

should move progressively higher as the value of an estate 

or gift increases. They also believed transferees who 

already had $1,000,000 before receiving some amount from an 

estate or a gift should pay a higher tax. In both cases, 

however, the results were not overwhelming: the mean tax 

rates recommended reached a maximum of only 25.6 per cent 

when a millionaire received an additional $1,000,000. 

The "No Tax" Respondents 

There was a group of sixty-one respondents from 

Arizona and forty-nine from Maine who indicated that they 

were against any tax on estates or an individual gift 

regardless of dollar level or millionaire status. They 

represented 19.4 per cent of Arizona respondents and 17.9 

per cent of those from Maine. These respondents• answers to 

other questions indicated thar there was generally a great 

deal of consistency in their views. For example, 98 per 

cent of this group from both Arizona and Maine believed 

that the wealthy should be allowed to pass on all of their 

material things to heirs at death. On the question of 

placing a limit on the amount of material things a person 

can accumulate, 98.4 per cent from Arizona and 93.9 per 

cent from Maine believed that there should be no limit. And 
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on the question of taking material things from the wealthy 

and giving to those less wealthy, 91.7 per cent from Arizona 

and 89.8 per cent from Maine opposed this. 

It is difficult to find any demographic characteris-

tic which distinguishes this group from the average of their 

respective states. The income of the "no-tax" respondents 

averaged about $19,000 for those from Arizona, and about 

$14,000 for those from Maine. These incomes were only about 

$1,000 more than those of the average respondent from each 

state. In addition, their wealth and education, according 

to their responses, was practically identical to the average 

wealth and education for all respondents from each state. 

While this group represented a minority of the _..._,...... __ ,....~-···' 
respondents and would likely represent a similar minority 

of the total population, they could significantly influence 

the direction of future tax legislation if they were to 

become united and vocal. 

Views About Wealth 

Several questions, other than those detailed earlier, 

appeared in the questionnaire in order to obtain some addi-

tional views from the respondents about wealth and to attempt 

to see the relationship between their personal wealth, or 

l~ck thereof, and their views. Two questions sought their 

views about why and how wealth is accumulated and three 



others attempted to determine their personal involvement 

with wealth. 
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One question asked respondents the reason they 

believed most people accumulate wealth. Table 17 shows that 

50.3 per cent of Arizona respondents and 52.8 per cent of 

Maine respondents believed that most people accumulate 

wealth for financial security during their life time. Less 

than 3 per cent in each state believed accumulation of 

wealth "just happens," and just about 1 per cent in each 

state believed wealth was accumulated to give to family, 

friends, and others at death. 

Another question asked by what means the respondents 

believed the majority of the wealthy acquired most of their 

material things. Table 18 shows that wise investing was 

the choice of 38.6 per cent from Arizona and 33.3 per cent 

from Maine, while inheritance was the choice of 34.2 per 

cent from Arizona and 43.1 per cent from Maine. Surprising 

to the researcher was that only 16.6 per cent from Arizona 

and 12.9 per cent from Maine felt that hard work was the key 

to wealth accumulation and only 1 respondent of 545 

believed that savings was the route followed. 

The respondents were asked, in two other questions, 

whether or not they believed it was possible for them to 

become wealthy someday. Table 19a shows that 71.6 per cent 

o~ Arizona respondents and 57.7 per cent from Maine believed 

that it is possible for them to become wealthy someday; 



Table 17. For What Reason do You Believe Most People 
Accumulate Wealth? 

Responses 

Arizona Maine 
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Number Percentage Number Percentage 

To obtain power 
and/or prestige 48 

For financial security 
during one's life 149 

To give to family, 
friends, and others 
at death 4 

For personal satisfac
tion at having 
accumulated wealth 51 

No thought given to 
wealth accumulation, 
it just happens 8 

To buy goods and 
services that are 
costly (i.e., have 
a better standard of 
living) 32 

Some other reason 4 

Total responding 296 

No response 17 

16.2 

50.3 

1.4 

17.2 

2.7 

10.8 

1.4 

100.0 

51 

139 

2 

38 

6 

26 

1 

263 

11 

19.4 

52.8 

0.8 

14.4 

2.3 

9.9 

0.4 

100.0 



Table 18. By What Means do You Believe the Majority of 
Wealthy People Acquired Most of Their Material 
Things? 

Responses 

Arizona Maine 
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Number Percentage Number Percentage 

Working hard, 
resulting in earning 
a large income 48 16.6 33 12.9 

Lucky investments 18 6.2 20 7.9 

Gambling (games of 
chance) 1 0.3 0 

Wise investments 112 38.6 85 33.3 

Savings 1 0.3 0 

Inheritance 99 34.2 110 43.1 

Some other way 11 3.8 7 2.8 

Total responding 290 100.0 255 100.0 

No response 23 19 



86 

Table 19. Becoming Wealthy Someday 

Responses 

Arizona Maine 

Number Percentage Number Percentage 

(a) Is it Eossible? 

It is possiblea 179 71.6 113 57.7 
It is not possible 71 28.4 83 42.3 

Total opinions 250 100.0 196 100.0 

Don't know 60 77 
No response 3 1 -

Total no opinion 63 78 

(b) Would you like to become wealthl someday? 

Would like to become 
wealthyh 198 74.4 142 64.3 

Have no desire to 
become wealthy 68 25.6 79 35.7 

Total opinions 266 100.0 221 100.0 

Don't know 42 46 
No response 5 7 

Total no opinion 47 53 

aconfidence that more than 50% of population would 
have agreed with sample consensus: Arizona, 99.99+; Maine, 
97.68. 

bConfidence that more than 50% of population would 
have agreed with sample consensus: Arizona, 99.99+; Maine, 
99.99+. 
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Table 19b shows that 74.4 per cent of Arizona respondents 

and 64.3 per cent from Maine would like to become wealthy 

someday. Maine respondents were apparently less optimistic 

about becoming wealthy but at the same time somewhat less 

interested in it. 

A third question dealing with their personal 

involvement with wealth asked: 

In terms of money, security, and/or property which 
you own do you consider yourself: 

Wealthy 
Above average but not wealthy 
Average 
Below average but not poor 
Poor 

Table 20 shows that 74.3 per cent of Arizona 

respondents considered their ownership of material things 

at average, below average, or poor; 80.9 per cent of Maine 

respondents placed themselves in these categories. Only 3 

out of 583 respondents considered themselves wealthy. Thus, 

from the point of view of most respondents, wealth is some-

thi,ng that others have, and many of their opinions, if some-

how incorporated into tax laws, would generally not affect 

those respondents. 

Incentive to Accumulate Wealth 

Two questions appeared in the questionnaire in an 

attempt to obtain some feeling for the effect death taxes 

have, or might have, on the incentive to accumulate wealth. 

These questions were considered important because of the 
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Table 20. Do You· Consider Yourself Wealthy or Poor? 

Responses 

Arizona Maine 

Number Percentage Number Percentage 

Wealthy 1 0.3 2 0.7 

Above average but 
not wealthy 79 25.4 50 18.4 

Average a 123 39.5 109 40.1 

Below average but 
not poora 96 30.9 89 32.7 

Poor a 12 3.9 22 8.1 

Total responding 311 100.0 272 100.0 

No response 2 2 

aConfidence that more than 50% of population would 
have considered their ownership of material things at 
average, below average, or poor: Arizona, 99.99+; Maine, 
9.9. 99+. 
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possible effect on our economy if redistribution of wealth, 

by increased federal estate taxes, caused a negative 

incentive to accumulate wealth. 

The first question asked: 

If you owned money, securities, and/or property which 
have a value of $2,000,000 and learned that the govern
ment would take away, as a tax, 50% (1/2) of that 
amount or more, when you die, which of the following 
would be correct? 

My incentive to accumulate more money, securities, 
and/or property would increase. 

My incentive to accumulate more money, securities, 
and/or property would decrease. 

My incentive to accumulate more money, securities, 
and/or property would not be affected by the law. 

Table 21 shows that only 3.9 per cent of the 

respondents from Arizona and 4.8 per cent from Maine would 

have been inclined toward further wealth accumulation if a 

50 per cent estate tax were in effect, while 58.7 per cent 

from Arizona and 55.8 per cent from Maine would have 

anticipated a decrease in their incentive. 

The second question asked: 

Referring to question 20 above, 9 if we assume that the 
government changed the rate at which it would tax your 
$2,000,000 of money, securities, and/or property at 
your death, from 50% to 70%, which of the following 
would be correct? 

My incentive to accumulate more money, securities, 
and/or property would increase. 

My incentive to accumulate more money, securities, 
and/or property would decrease. 

My incentive to accumulate more money, securities, 
andfor property would not be affected by the law. 

-- ...,.._,-..--~-

~. Survey question 20 is summarized in Table 21. 



Table 21. Would a 50 Per Cent Tax on Your Estate Affect 
Your Incentive to Accumulate Wealth? 

Responses 

Arizona Maine 
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Number Percentage Number Percentage 

Incentive to accurnu-
late wealth would: 

increase 12 3.9 13 4.8 
decreasea 179 58.7 150 55.8 
not be affected 114 37.4 106 39.4 

Total responding 305 100.0 269 100.0 

No response 8 5 

aconfidence that more than 50% of the population 
would have expected a decrease in incentive to accumulate 
more wealth: Arizona, 99.86; Maine, 95.22. 
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Table 22 shows that only 4.3 per cent of the 

respondents from Arizona and 5.9 per cent from Maine would 

have been inclined toward further wealth accumulation if the 

estate tax were 50 per cent and then increased to 70 per 

cent, while 66.9 per cent from Arizona and 65.8 per cent 

from Maine would have anticipated a decrease in their 

incentive. 

One might conclude from the answers to these two 

questions that estate tax rates at 50 per cent or higher 

would likely lead to a reduced incentive to accumulate wealth. 

This is similar to the work-leisure tradeoff often discussed 

by economists. As wages increase, individuals are more 

willing to give up an hour of leisure for an hour of work. 

Stated conversely for comparison with the tax rate situation 

confronting the respondents, as the tax rate increases, the 

return to an individual decreases, causing a decrease in 

that person's incentive to work an additional period for the 

lower compensation. It is possible, however, that an 

increase in the tax rate would cause the opposite effect. 

As after-tax returns get smaller, individuals may need or 

want to work more hours in order to obtain additional sums 

of money. 

Summary of Relationship Between Sample 
Results and Population 

Table 23 shows that, for Arizona responses, sum-

marized in the tables indicated, there was at least a 99 



Table 22. Would an Increase from a 50 Per Cent Tax to a 
70 Per Cent Tax on Your Estate Affect Your 
Incentive to Accumulate Wealth? 

Responses 

Arizona Maine 
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Number Percentage Number Percentage 

Incentive to accumu-
late wealth would: 

increase 13 .4. 3 16 5.9 
decrease a 202 66.9 177 65.8 
not be affected 87 28.8 76 28.3 

Total responding 302 100.0 269 100.0 

No response 11 5 

aconfidence that more than 50% o£ the population 
would have expected a decrease in incentive to accumulate 
more wealth: Arizona, 99.99+; Maine, 99.99+. 



Table 23. Summary Showing How Close the Minimum Expected Response Rates of the 
Population Would Have Been to Those of the Sample 

Minimum Percentage of Population 
a 

rercentage of Confidence that Expected to be in Agreement 
More Than 50% of Population with Sample Majority Grouping at 

Would Have Agreed with Percentage of Sample in 
"{"able Sample Majority the Majority Grouping 99% CI 95% CI 90% CI 

Arizona 
3 99.99+ 73 66.0 67.6 68.5 
4 99.99+ 65 57.6 59.4 60.3 
5 99.99+ 84 78.6 79.8 80.5 
Ba 99.99+ 90 85.6 86.7 87.2 
9 9~.99+ 81 75.2 76.6 77.3 

12 99.99+ 68 61.2 62.8 63.6 
19a 99.99+ 72 64.7 66.4 67.3 
19b 99.99+ 74 67.1 68.7 69.6 
20 99.99+ 75 68.7 70.2 71.0 
21 99,86 59 51.8 53.5 54.4 
22 99.99+ 67 60.0 61.7 62.5 

Maine 
3 99.99+ 82 75.5 77.1 77.9 
4 99.99+ 73 65.4 67.2 68.1 
5 99.99+ 89 84.0 85.2 85.8 
Sa 99.99+ 83 77.2 78.6 79.3 
9 99.99+ 72 64.9 66.6 67.5 

12 ~9.99+ 70 61.5 63.5 64.5 
19a 97,68+ 58 48.9 51.1 52.2 
19b 99.99+ 64 55.7 57.7 58.7 
20 99.99+ 81 74.9 76.3 77.1 
21 95.22+ 56 48.2 50.1 51.0 
22 99..99+ 66 59. g. 60.3 61.2 

a Lower limit of Confidence Interval. 
\0 
w 
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per cent confidence that more than 50 per cent of the 

population would have agreed with the sample majority. For 

Maine responses, however, there were two instances where the 

confidence dropped below 99 per cent, one to 97+ per cent 

and another to 95+ per cent. The table shows further that 

for the various questions, there was a 99 per cent confidence 

that the percentage of the population that would have agreed 

with the sample majority ranged from 51.8 to 85.6 for Arizona 

citizens and from 48.2 to 84.0 for Maine citizens. 

Correlation of Demographics with 
Question Responses 

A summary of demographic data collected from 

respondents appears in Appendix A. 

One of the statistical goals of the survey was to 

determine whether there was any correlation between various 

demographic attributes and responses to the questions asked. 

Evidence of correlation might permit the development of a 

~redictive model. The Pearson Correlation Coefficient was 

used as a measure of the linear relationship between 

variables. All questions were compared with the demographic 

data. Where the level of significance was computed to be 

less than or equal to 0.05, it was assumed that a relation

ship existed between variables. The strength of the 

relationship was judged by the Pearson Correlation Coeffi-

cient. Coefficients from 0.00 to 0.19 were considered to 

have a negligible relationship, those from 0.20 to 0.39 a 



slight relationship, and those from 0.40 to 0.59 a fair 

degree of relationship (Koenker, 1971, p. 52}. There were 

no coefficients in ranges above 0.59 where a moderately to 

highly dependable relationship might be assumed to exist. 
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Most responses to questions had a level of signifi

cance above 0.05 and/or a negligible relationship to the 

demographic data (in the 0.00 to 0.19 range). A few were 

significant at the 0.05 level and had coefficients indi

cating a slight relationship (in the 0.20 to 0.30 range). 

Only four, all relating to Maine respondents, were signifi

cant at the o.os level and had coefficients indicating a 

fair degree of relationship (in the 0.40 to 0.59 range). 

Three of the four in the 0.40 to 0.59 range involved those 

Maine respondents who had inherited over $10,000 in the last 

10 years and (1} the value of material things they con

sidered a person must own to be wealthy, (2) their belief 

aoout the possibility of their becoming wealthy, and (3) 

their belief about the amount of tax that should be paid on 

a $1,000 estate. The latter relationship was the strongest 

of the four with a level of significance of 0.0004 and a 

correlation coefficient of 0.4791. The relationship between 

the amount of wealth owned by the Maine respondents and 

their claimed knowledge of federal estate- and gift-tax laws 

also showed significance at the 0.05 level and correlation 

in the 0.40 to 0.5~ range. Because of the low levels of 

correlation found, a predictive model was not developed. 
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Open-Ended Question 

The respondents were given an opportunity to make 

written comments concerning the subject of redistribution of 

wealth. A discussion of these comments appears in Chapter 4. 



CHAPTER 4 

ANALYSIS OF WRITTEN COMMENTS BY RESPONDENTS 

One of the features of the survey instrument was the 

inclusion of a request that respondents express their 

written views concerning the accomplishment of redistribu-

tion of wealth, the ways it might be done or arguments 

against it. The question was stated as follows: 

If you have time to answer the following question 
it would help us greatly in our research. After 
this question, please go on to question 24, below. 

Many suggestions have been made as to methods for 
redistributing wealth during lifetime or at death. 
Do you think redistribution of wealth should be 
accomplished? What might be ways to do it? If 
you do not feel there should be a redistribution 
of wealth, what arguments against it should be 
brought to the attention of the public and to 
legislators? (If you do not have enough space 
here to answer fully please feel free to use 
another sheet of paper.) 

Almost half a page of space was left for respondents' 

comments, and the comments ranged from one or two words to 

several typewritten pages. Many did not respond to this 

question; some made illegible or unrelated comments. Of the 

Arizona respondents 71.2 per cent gave relevant comments, 

while 61.3 per cent of Maine respondents did so. 

The comments made were quite varied and often very 

difficult to categorize as being for or against redistribu-

tion of wealth. For those that could be categorized, it was 
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an arduous task to try to establish groups of reasons for a 

given position. Most, however, were able to be cataloged. 

A total of 66 respondents (31 from Arizona and 35 

from Maine) were clearly identified as having written in 

some detail about their views favoring redistribution of 

wealth. Those identified as writing against the concept 

were more numerous, totaling 238 (134 from Arizona and 104 

from Maine). The ratio of those writing against redistribu-

tion of wealth lapproximately 81 per cent from Arizona and 

75 per cent from Maine) appears consistent with the per-

centage of those shown opposed to redistribution of wealth 

in Table 9. 

This chapter focuses on those respondents' comments 

that occurred most frequently. Many examples are cited to 

illustrate some of the points of view. 

Views of Proponents of Wealth Redistribution 

Many of those favoring redistribution of wealth 

wrote of both reasons and methods for accomplishing it. A 

few discussed the need to be concerned for those unable to 

take care of themselves. It was believed by some that the 

government should provide at least bare necessities, such 

as food, clothing, health care, and security. For instance, 

one respondent said: 

It is my feeling that the wealth of the world 
should be redistributed in such a way that every 
child born into this world is assured food, clothing, 



and shelter in sufficient quantity to maintain 
life and the opportunity to grow and develop to 
his or her full potential, both physically and 
mentally. 

Several respondents spoke of redistribution of 

wealth as a means of reducing concentrations of wealth in 

certain families. Said one, 

I believe the purpose of redistributing wealth 
should be the prevention of undue concentrations 
of wealth over a period of several generations 
by family groups or similar small groups. 

Also present were frequent comments that redistri-
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bution of wealth through estate taxes might help reduce the 

need for other forms of taxes on the lower- and middle-

income taxpayer. "By taxing money that is inherited," said 

one respondent, "the heavy tax burden could be lifted from 

those living and working today." 

A theme which permeated through a significant 

number of responses was the belief that there was a break-

down in quality of life in our country. The concerns were 

centered primarily around the decline in the work ethic, 

attitudes about and practices in cheating and other moral 

issues, and lack of faith in government to do what is best 

for the people in an effective and efficient manner. Some 

typical statements follow: 

Use it !redistribution of wealth] to discourage 
government handouts. Use it to put people on 
their own two feet. Appeal to their pride. Help 
our youth to get back to the ideas which made 
America great. Put out their best. 



. . . I fear that no body of government is in 
existence that is honest enough to carry out such 
a program !redistribution of wealth] fairly. 
. • • Instead of spending millions for welfare 
projects and food stamps that tend to make people 
more dependent, I would favor projects that 
restore our environment and provide opportunities 
for employment so that people can provide for 
their own needs with pride and dignity. 

I am reluctant, even now, to support the often 
wasteful and extravagant excesses of our govern
ment's bureaucracy with my hard earned money. 
Perhaps if the means of distributing tax money 
were more to the benefit of the populace, rather 
than the unlimited uses the government finds for 
squandering it on military aid, excesses in defense 
budgets, etc., I could feel better about paying 
taxes ..•• More tax money needs to be spent on 
directly helping the people. 
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A young, unmarried woman blamed a need for redistri-

bution of wealth on an imbalanced economic system caused by 

''male dominated capitalism. 11 She also expressed great 

distrust of our present governmental system to implement 

any redistribution of wealth because the members are 

II centered in their own worlds of power ... 

An elderly lady (80 years old) expressed her 

reasons favoring redistribution of wealth based on her own 

personal experiences. She believed that redistribution of 

wealth should only go to those needy people who are 

deserving. 

I have worked hard all my life. My husband died 
in 1958 at the age of 56. He was a sick man and 
when he died I was left nothing but our home in 
Fla. JFloridaj. Just a small place which I got 
less ]than] $5,000 for so IIJ came back to Maine 
17 years ago at the age of 63. Worked summers 
until I was 72 and had to give up work on acct 



[sic] of my health. 5 [sic] years ago I had to 
go on health & welfare as my social security was 
not enough to keep me going. I get less than 
$3,000 a year with no other help . 

. . . Some won't work, some are willing to work 
but can't get jobs. I say that at death if a 
person has a large amt [amount] of money and their 
[sic] heirs have plenty this money should be 
distributed to needy people that derserve [sic] 
it. If I had money left after my death I would 
want mine to go that way. But not to people that 
do not deserve it. Crooked deals to get rich 
should be redistributed. Rich people that have 
more than they need should give some up. 

The desire to see tax loopholes closed was common 

among both proponents and opponents of redistribution of 

wealth. "Tax loopholes for the wealthy," one typical 

comment asserted, "should be closed and not be merely 

political rhetoric that we hear every year." 

The proponents looked upon loophole closing as a 

means of redistributing wealth while opponents considered 

it a means of equalizing the tax burden which would exist 

no matter what their views. Said one, "The country would 

receive billions if this [closing of loopholes] happened 

and much good could be realized by deservant [sic] indi

viduals this way." 

Most of those favoring redistribution of wealth 

wrote of ways to accomplish it. They generally suggested 

one of five different taxes: income, inheritance, estate, 

gift, or sales. One respondent recommended that the 
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personal income tax be combined with the "negative" income 

t~ as a mechanism for wealth redistribution. 



Necessary wealth redistribution should be done by 
normal (income) tax including a much higher 
minimum tax rate on large incomes. Regardless 
of "loopholes," etc., at least 30% of income 
above $100,000 should be tax. A "negative" income 
tax should be used to give money to low income 
people. 

A few respondents suggested that death taxes be 
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based either on the amount of wealth owned by the recipient 

after receiving the bequest or the amount given to that 

person. This differs from an estate tax which imposes a 

levy upon the amount left by the deceased regardless of its 

planned disposition. One respondent proposed that 

It Ithe estate] should be taxed on the combined 
wealth of those receiving it. Say if you already 
had 1 million !dollars] in wealth your need for 
money would be less & should be taxed on the 
fiscal report of wealth. If you were average or 
below average and the inheritance put you into a 
wealthier bracket you should be taxed accordingly. 

Another suggested: 

This {redistribution of wealth] could be accom
plished by limiting the size of a bequest to any 
individual to some maximum amount. An upper limit 
could also be placed on any individual's total 
wealth. 

Yet another, with similar views to the two above and 

to some of the earlier examples, went further to recommend 

rewarding thrift and hard work while penalizing greed and 

unproductiveness: 

Tax inheritance based upon needs of inheritors. 
Where inheritors are wealthy total inheritance 
should be diverted to the public good. Use a 
graduated scale to provide for well being of 
widows, minors and handicapped inheritors. Tax 
wealth not earned by hard work to a degree that 

•. 



will provide incentives for wealth by productivity. 
Exercise severe fines on wealthy persons who 
cheat, steal, and deprive workers of adequate 
wages. Many wealthy people have attained their 
resources by tax dodging, tax loopholes, and 
scorn for the working man. Close all tax loop
holes, especially those favoring the wealthy. 
Allow no one to escape responsibility for con
tributing fair sharefs] to the general welfare. 
Reward the thrifty and penalize the people engaged 
in self aggrandizement, greed, chicanery. The 
hard working producer should share in the benefits 
of his labors. The indolent unhandicapped should 
be required to produce before sharing in any 
benefits. 

An educator, who obviously had given some serious 

thought to our present tax structure and its limitations, 

gave a detailed outline of changes he would like to have 

seen occur. Basically they called for three things: 

1. A tax on all inflows to an individual except 

inheritances for widows and child support. 

2. The elimination of taxable deductions, gifts, 

trusts, and so on, except those for the public 

good. 

3. A tax running from 1 per cent to 50 per cent on 

inflows above $50,000. 
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Both proponents and opponents spoke of the need to 

avoid destroying incentives for accumulating wealth. That 

is, they believed that the dream of becoming "wealthy" and 

being able to afford those things not otherwise available 

is probably a strong motivating factor in the work habits 

of many. They argued that to reduce or eliminate that 



possibility would likely result in significantly lower 

productivity: Why work hard when there are no rewards for 

it? As one respondent put it, "I . . . believe in the 

motivating value of incentives. There the maximum limits 

above should be high enough to provide incentives to the 

'uncommon man' to produce uncommon results." 

Opponents of Wealth Redistribution 
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Those writing comments in opposition to redistribu

ti~n of wealth were considerably greater in number than 

those favoring it. The majority of comments centered on 

five major topics. Over 100 respondents, for example, 

believed that their wealth should be disposed of as they saw 

fit and not taken away against their wishes. According to 

one respondent, "If a man works and earns his wealth--His 

will should determine the distribution." "We have worked 

very hard," said another, "to accumulate what we own now, 

and my husband is still holding a job. When we die why 

should so very much go to the government instead of our 

intended heirs?" 

In the two examples above the respondents indicated 

their belief that if one works hard to accumulate wealth, 

its disposal should be a reward of ownership. Many others 

expressed similar views. In fact, three other commonly 

occurring topics were concerned with work or lack of it. 

Two dealt with incentives to work and the third, very 
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closely related, expressed a belief that many poor are just 

lazy. 

The first concluded that redistribution of wealth 

will take away any lingering incentive from those already 

dependent on our welfare system for their livelihood. 

Typical of this idea are the following responses: 

• it !redistribution of wealth] would be a 
crutch for those who provided no effort on their 
part and w6uld become a mass human parasites 
situation [sic] that would weaken our society . 

• • . it [redistribution of wealth] would seem to 
make the poor more able to live off THE FAT OF THE 
LAND, thusly Isic] have NO incentive .... Many 
of those that receive "something for nothing" are 
able to adjust to that rather than receive "some
thing for something." 

It [redistribution of wealth] would also take all 
incentive from people and make lazy people lazier. 

The second view dealing with incentives to work was 

concerned about those who are now working productively. 

Would redistribution of wealth reduce or eliminate the 

incentive to work for those who are working hard now? 

Redistribution of wealth is theft from people who 
are willing and capable of working and giving to 
those who in most instances will not work. 
Further, such practices move to create a non
productive society. If you're going to support 
me why should I get out of bed and go to work? 

What happens when you take away one of the prime 
motivations (i.e., money)--I for one would say and 
am beginning to say--why bother?! 

The third of the work-related statements by 

respondents dealt with the belief that many of the poor are 

in that position because they are lazy. Such respondents 



felt that many are poor because they choose to be. For 

instance: 

We are getting to be a country of lazy young people, 
with a lot of "pie in the sky" ideas. They want to 
drink, smoke pot and with Isic] no moral values. 
Let them get out and work and clean up so somebody 
will hire them. Redistribution of wealth is not 
the answer. 

I believe a lot of poor people are poor because 
they do not do much to help themselves ... 
!Establish] useful programs for poor people where 
they can have a part in acquiring something for 
themsel ve·s. ' 

The three points of view given individually above 

can probably be summarized by a portion of a three page 

statement by another respondent: 

Transfer payments to redistribute wealth by the 
government destroy workers' initiative and their 
desire to get ahead by their own efforts. They 
make people increasingly dependent on give-aways 
by leading them to expect them more and more . • • 
even to demanding them, and they destroy people's 
willingness to save anything for their own security. 
The government is making loafers and spongers of 
people who are quite able to work but won't be 
bothered if they can find a way to avoid doing so. 
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The fifth of the major reasons given by respondents 

in opposition to redistribution of wealth was its seeming 

similarity to practices advocated by socialists and/or 

communists. 

"Redistribution of Wealth" sounds suspiciously like 
a Communist Plot!! ·Don't do it! Don't even try 
it! It has been tried in numerous times and places 
and has NEVE~ worked for more than brief periods. 
Communist Russia has found (without admitting it) 
that leaders have to be rewarded according to their 
ability to get them to put forth any effort. 
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In a related statement one respondent, in effect, 

accused the researcher of belonging to a subversive group: 

What are you anyway, some sort of commie pinkos 
[sic]? 

Several respondents disapproved of redistribution of 

wealth because they believed that, if it were to occur, in 

a short time some people would again be rich and some poor. 

Most, in fact, expected that those who were wealthy before 

redistribution occurred would again become wealthy. 

If you were to take all the material things in the 
world and distribute them equally among all the 
people it would be only a matter of time until 
some would be rich, and some poor, and the rest in 
between. More than likely there would be some 
formally poor, now wealthy, and some formally rich 
now poor. But as a whole nothing would change. 

Another asked, "Why redistribute wealth? The more intelli-

gent people will only get it again very shortly." 

Other reasons given opposing redistribution of 

wealth, stated by more than five or six respondents, included 

beliefs that the middle-income people are already over-taxed, 

the wealthy generally use portions of their money to benefit 

society (i.e., charitable giving), and those who now receive 

redistributed wealth (i.e., welfare recipients) and those 

who might in the future generally do not appreciate what 

they get. 

Many other views were expressed by respondents. 

Most were ·quite interesting to read but were often unrelated 

to the question asked of them. For instance, complaints 
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against governmental bureaucracy, specific tax laws, and 

observations about society were quite evident. Although 

these responses could provide interesting areas of study for 

the political scientist, psychologist, or sociologist, they 

are really not within the purview of this study. 



CHAPTER 5 

DISTRIBUTION OF WEALTH IN THE UNITED STATES 

Problems in Defining Wealth 

Much has been said about "wealth" over the years and 

much remains to be said. Any discussion of the word (or 

concept), much like those about religion, typically ends in 

frustration for the discussants. One would generally expect 

to hear the statement: "Well, it depends on what you mean by 

wealth." Points of view are clearly conditioned by a given 

definition. 

For purposes of discussion and evaluation, any 

reasonable definition of wealth should probably have two 

attributes: 

1. A listing of those types of items that will be 

included in calculating wealth (e.g., stocks, bonds, 

real estate, cash surrender value of life insurance, 

and so forth) • 

2. A dollar level at which wealth begins. 

Items Included in Wealth 

The problem of establishing items to be considered 

as representing wealth is not easily solved. While few 

would question the inclusion of material items, such as 

real estate, jewelry, automobiles, and boats, and the like, 
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there are some who might argue for or against the inclusion 

of other items. For example, Black's Law Dictionary 

defines wealth as, "All material objects, capable of 

satisfying human wants, desires, or tastes, having value in 

exchange, and upon which human labor has been expended" 

(Black, 1968, p. 1764). This definition appears to be quite 

narrow because it limits wealth to material objects and then 

only to those-upon which some human labor has been expended. 

A very limited interpretation of this definition would 

exclude from wealth goodwill (especially in a business), 

dower and courtesy rights of a husband and wife in each 

other's respective estates, and other similar intangibles. 

A broader definition considers wealth to be anything 

of economic value which can be expressed in terms of a 

price. Even this definition would, however, ignore such 

things as one's ability to borrow and one's way of life 

(e.g., a chauffeur-driven limousine or free housing, 

servants, etc. given to certain governmental employees and 

others) as opposed to what one owns. One may logically 

argue, though, that the latter is really disguised income. 

Several respondents to the questionnaires used by 

this researcher indicated that they thought wealth was 

related to one's mental and/or physical health; some others 

related wealth to belief in God. However, the question

natre defined wealth, for its purposes, as money, securities, 

and/or property, 
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A Dollar Level for Wealth 

The word wealth conjures up various dollar values 

to different people. To those living in underdeveloped 

countries, ownership of television sets, automobiles, 

refrigerators and other similar "basic necessities" for 

most residents of the United States would likely be con-

sidered signs of wealth (perhaps even great wealth). Thus 

wealth is relative to the economic experience of the 

individual. 

From October 22, 1942 through December 31, 1976, 

1 
the federal estate tax exemption had been $60,000. Some 

people seized upon this dollar value as a cutoff point in 

defining wealth. For example, the Internal Revenue Service 

referred to those people with gross estates of more than 

$60,000 as "top wealthholders" (Internal Revenue Service, 

1976, p. 7}. In his paper, The Concentration of Personal 

Wealth in America, 1969, Smith (1973, p. 2) also referred to 

those with gross estates of more than $60,000 as "top 

wealthholders," but those with net worth (assets less 

liabilities) of more than $60,000 he referred to as "super 

rich." 

1. The original federal estate tax, created in 
1916, had an estate tax exemption of $50,000. This exemp
tion was changed several times in intervening years to 
amounts ranging from $40,000 to $100,000. The Tax Reform 
Act of 19J6 raised the exemption to almost $176,000 effec
tive in 1981 with a phase in at lesser amounts for preceding 
years, as explained in footnote 1, Chapter 3. 
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The questionnaire used by this researcher asked 

respondents to identify a dollar value they believed should 

be associated with personal wealth. Arizona respondents 

gave a mean value of about $577,000, while the mean value 

from Maine respondents was about $415,000, both considerably 

more than $60,000 (see Table 6). 

Sources of Wealth in the U. S. 

Accumulation of wealth is generally rooted in one or 

more of the following sources: gift, inheritance, and/or 

income. Gifts represent property or property rights 

irrevocably transferred by a donor during his or her life-

time to a donee. Inheritances are transfers of property or 

property rights made by will or estate probate action 

(according to state law) at the death of the property owner. 

Because of the nature of federal tax laws, much 

wealth has been passed on through gift either to avoid taxa-

tion altogether or lessen its impact. The Tax Reform Act 

of 1976 has, however, made several changes in estate and 

gift taxation that have forced those with significant wealth 

to rethink using gift giving as a means of reducing taxation. 

(Discussion of this point in detail is included in 

Chapter 2.} 

Though only one in 20 Americans attributes a 
substantial part of his current wealth to 
inheritance, inherited assets are important 
among the more affluent • • • everyone gets 
richer [as personal wealth increases] ... but 



the rich get richer faster, since they start 
from a higher base ("Who Has the Wealth in 
America?," 1972, p. 55). 
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Logic might suggest that savings from wages and/or 

salaries would be the primary method for most large accumu-

lations of wealth. However, savings comes from after-tax 

dollars, and earnings on the savings are also subject to 

taxation. Thus, amounts available for savings and earnings 

thereon, reduced by taxes, will lead to significantly smaller 

accumulations of wealth than would be possible if they were 

not subject to taxation. One author, in recognizing this 

point, expressed the belief that wealth, instead, comes from 

taking " •. advantage of 'disequilibrium' in rates of 

return on capital investment--money used to purchase a 

business's plant and equipment" (Thurow, 1976, p. 32). 

When asked what they believed was the method by 

which most wealth was acquired, respondents to this 

researcher's questionnaire gave most often inheritance and 

wise investments as the two most likely ways. Only 1 of 545 

respondents believed that savings was the route to wealth 

accumulation (see Table 18). 

Trends in the Distribution of Wealth 
in the u. s. 

The majority of personal wealth in this country is 

owned by a relatively small percentage of people. A study 

made by the Federal Reserve Board in 1962 showed that 77 per 



114 

cent of all privately owned wealth was held by 20 per cent 

of all families (Budd, 1967, p. xxii). 

Smith found that in 1969 35.6 per cent of the 

personal wealth was held by only 4.4 per cent of the adult 

population, 21 years old and over (Smith, Franklin, and Wion, 

1~73, p. 6). Table 24, calculated for the total population, 

shows that, in 1969, 2.6 per cent owned 37.6 per cent of the 

total wealth, while in 1972, 50.8 per cent of the wealth 

was owned by only 4.3 per cent of the total population. 

Those with net worth below $60,000 represented 97.4 

per cent of the 1969 population and 95.7 per cent of the 

l9J2 population, holding only 62.4 per cent and 49.2 per 

cent of the wealth, respectively. 2 Dividing total net 

worth for those with net worth at or above $60,000 by the 

number of individuals in that category gives a per capita 

net worth of $206,950 for 1969 and $193,893 for 1972. 

Making a similar calculation for those with net worth below 

$60,000 results in a per capita net worth of $9,193 for 

196~ and $8,455 for 1972. Another calculation, for the 

total population, shows the per capita net worth was 

$14,357 in 1~69 and $16,438 in 1972. 

Smith and Franklin conclude that distribution of 

wealth became significantly more equal in the 1930s and 

2. These percentages are calculated by subtracting 
the percentage at or above $60,000 from 100%. 



Table 24. The Relationship of Net Worth to Numbers and Percentages of Wealth
holders for 1969 and 1972 

Net Worth 
per 

Wealthholder 

d 
Total 

At or above: 
$60,000 

70,000 
80,000 

100,000 
150,000 
250,000 
500,000 

1,000,000 
5,000,000 

1969 

Net Worth 

Total a 
(in 

millions) 

$2,926,600b 

1,101,500 
1,073,200 
1,026,100 

939,600 
766,500 
589,200 
388,400 
251,200 

84,300 

Per
centage 

100.0 

37.6 
36.7 
35.1 
32.1 
26.2 
20.1 
13.3 

8,6 
2.9 

Wealthholders 

a 
Number 

(in 
thousands) 

c 
203,849.0 

5,322.3 
4,886.1 
4,253.5 
3,281.9 
1,856.1 

932.8 
303.7 
102.7 

7.4 

Per
centage 

100.0 

2.6 
2.4 
2.1 
1.6 
0.9 
0.5 
0.1 
0.1 
0.0 

1972 

Net Worth 

Totale 
(in 

millions) 

$3,447,000b 

1,750,388 
1,654,018 
1,570,931 
1,421,638 
1,171,550 

913,131 
625,111 
417,439 
110,799 

Per
centage 

100.0 

50.8 
48.0 
45.6 
41.2 
34.0 
26.5 
18.1 
12.1 

3.2 

Wealthholders 

Nurnbe:ce 
(in 

thousands) 

c 209,700.0 

9,027.6 
7,548.0 
6,436.5 
4,768.0 
2,696.7 
1,332.3 

484.8 
180.0 
11.3 

Per
centage 

100.0 

4.3 
3.6 
3.1 
2.3 
1.3 
0.6 
0.2 
0.1 
0.0 

a 
Except as indicated in b and c below, computed or taken from a study by Smith, Franklin, 

and Wion (1973, p. 7). 

bThe net worth for all individuals in the u. s. in 1969 was estimated at $2,926,600,000,000 
and at $3,447,000,000,000 for 1972 (U. S. Bureau of Census, 1975b, p. 410). 

cPopulation of u. S, estimated at 203,849,000 at 12/31/69 and at 209,700,000 at 12/31/72 
(U. s. Bureau of Census, 19J5a, Series P-25, No. 545, p. 11), 

d!ncludes those with negative net worths. 

eExcept as indicated in b or c above, computed or taken from information provided by an 
Internal Revenue Service (1976, p. 12) publication. 

1-' 
1-' 
V1 



1940s, and has remained relatively unchanged since 1945 

(Smith and Franklin, 1974, p. 162). Their conclusion is 

based, in part, on the work of Robert J. Lampman. 
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Lampman found that, in 1929, the richest 0.5 per cent of 

Americans owned 32.4 per cent of net worth (Lampman, 1967, 

p. 84; Herber, 1967, p. 469). By 1933 this group's owner

ship dropped to only 25.2 per cent of total net wealth. 

Figure 1 shows how the net worth of the richest 0.5 per 

cent fluctuated thereafter from a high of 28.0 per cent in 

1939 to a low of 19.3 per cent in 1949. Lampman's last 

calculation was for 1956, when ownership for this group was 

at 25.0 per cent. Smith and Franklin (1974, pp. 162-67), 

carrying on the Lampman calculations, found that the richest 

0.5 per cent owned 21.7 per cent of personal wealth in 

1958. This figure stayed relatively constant through 1972. 

Summary 

While wealth has been defined by various sources in 

different ways, Arizona and Maine respondents to a question

naire generally believed that wealth exists at a level in 

the vicinity of $500,000. According to their responses, the 

greatest sources of wealth are wise investments and 

inheritance. 

A large percentage of wealth in the U. s. has been 

and continues to be held by a small percentage of the 

population. Prior to World War II, an even greater 
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Figure 1. Percentage of Personal Wealth Held by Richest 0.5 Per Cent of All 
Persons for Certain Years from 1922-1972 -- Percentage sources: 
Years 1922~1956: Lampman ll967, p. 84). Years 1958-1969: Smith and 
Franklin (19_74, pp. 162~67}_. Year 19_72: u. s. Bureau of Census 
_(19J5o, p. 410L, 



proportion of wealth was owned by the largest wealth

holders than is today. The personal wealth held by the 

richest one-half per cent of all persons has, however, 

remained relatively constant since about 1958. 
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CHAPTER 6 

ESTATE AND GIFT TAX REVENUES: AN EXPLANATION 
OF THEIR SIZE 

Federal Estate and Gift Tax Revenues 
1916 to 1975 

The federal estate tax was originally enacted in 

1916 as a means of generating revenue. The House Ways and 

Means Committee anticipated that the government would 

receive about $17 million, approximately 3.2 per cent of 

the government's internal revenues for 1917, from the 

estate tax (U. S. Congress, House, Committee on Ways and 

Means, 1916, p. 5). Actual estate tax revenues for 1917 

were only $6.1 million (U. s. Treasury Department, 1946, 

p. 406), about 0.8 per cent of internal revenue collections. 

They also expected estate tax revenues to reach about $54 

million (approximately 10 per cent of the 1917 estimated 

internal revenues) in future years (U. s. Congress, House, 

Committee on Ways and Means, 1916, p. 5). Figure 2 shows 

that the estate tax has not come close to generating ten 

per cent of federal revenue collections. Estate tax col-

lections reached a high of 6.8 per cent of internal revenue 

collections in 1938 after many years of fluctuation at 

various points below. The percentage then declined for 

several years to 1943. Over the period from 1943 to 1975 
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it fluctuated in a range from 1.1 per cent to 2.4 per cent, 

averaging 1.7 per cent. 

Figure 2 also shows the insignificant contribution 

to total internal revenue made by the gift tax. While it 

did contribute as much as 2.2 per cent and 4.6 per cent in 

1935 and 1936 respectively, the percentage has not other

wise been above 0.7 per cent. From 1943 to 1975, the gift 

tax contribution to internal revenues ranged from 0.1 per 

cent to 0.3 per cent, averaging 0.2 per cent for that period. 

The estate tax has not lived up to original revenue 

generating expectations. The gift tax, on the other hand, 

was not instituted for purposes of raising revenue and, as 

can be observed from Figure 2, it has not raised very much 

revenue. The estate and gift tax combined for the period 

1943 to 1975 averaged only 1.9 per cent of total internal 

revenue collections. 

It is unlikely that there will be increases in the 

percentage of internal revenues derived from these taxes in 

the near future. In considering the proposed bill that 

resulted in the Tax Reform Act of 1976, the Senate Com

mittee on Finance expressed their belief that estate and 

gift tax revenues would decline over each of the years 

through 1981 (U, s. Congress, Senate, Committee on Finance, 

1976, p. 8) . 



Estate Taxes and Their Relationship to 
Gross and Taxable Estates 

During the 1916-1975 period, the estate tax was 

calculated as a percentage of the taxable estate, using 
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graduated federal estate tax rates. The taxable estate was 

the gross estate less allowable deductions and the statu-

tory exemption. The Tax Reform Act of 1976 did away with 

the statutoryexemption so that, for the years after 1976, 

the taxable estate is the gross estate reduced by allowable 

deductions. 

Gross Estates 

The "gross estate is a measure of the value of all 

property in which the decedent had an interest at time of 

death ... " (Internal Revenue Service, 1974, p. 2). Table 

25 shows that for 1972 the average of gross estates subject 

to estate tax was about $276,000. In addition, approxi-

mately 25 per cent of gross estates averaged about $125,000 

while another group of about 25 per cent averaged almost 

$300,000. Only 3.2 per cent of the estate tax returns for 

1972 showed gross estates over a million dollars, yet this 

group accounted for 30 per cent of the total of gross 

estates reported ($10,012.2 million of a total $33,293.6 

million) . 
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Table 25. Relationship ,of Estate Tax After Credits to Gross and Taxable Estates for 1972 

Total 

Gross Estate 
per Decedent 

60,000 under 70,000 

70,000 under 80,000 

80,000 under 100,000 

100,000 under 150,000 

150,000 under 200,000 

200,000 under 500,000 

500,000 under 1,000,000 

1,000,000 under 2,000,000 

2,000,000 under 3,000,000 

3,000,000 under 5,000,000 

5,000,000 or more 

a 
Returns 

Number 
of 

120,761 

4,799 

9,845 

15,944 

29,386 

19_,851 

29,918 

7,083 

2,569 

652 

405 

309 

Per
centage 

of 
Total 

100.0 

4.0 

8.2 

13.2 

24.3 

16.4 

24.8 

5.9 

2.1 

0.5 

0.3 

0.3 

Gross Estatea 

Total 
(in Mil
lions) 

$33,293.6 

321.5 

737.6 

1,427.6 

3,670.3 

3,418.2 

8,889.6 

4,816.4 

3,503.6 

1,570.6 

1,533.7 

3,404.3 

Average 
per 

Return 

$275,698 

66,993 

74,921 

89,538 

124,900 

172,193 

297,132 

679,994 

1,822,366 

2,408,896 

3,786,914 

11,017,152 

a 
Only for those decedents having taxable estates. 

Taxable Est-.ate 

Total 
(in Mil
lions) 

$15,814.8 

14.5 

87.9 

337.9 

1,134.7 

1,184.2 

4,338.0 

2,849.8 

2,187.6 

1,001.6 
I 

945.7 

1,732.9 

Average 
per 

Return 

$130,959 

3,021 

8,928 

21,193 

38,614 

59,654 

144,996 

402,344 

851,538 

1,536,196 

2,335,062 

5,608,091 

Estate Tax After Credits 

Total 
(in Mil
lions) 

$4,153.3 

0.5 

4.7 1 
29.6 

157.7 

209.6 

965.9 

734.2 

619.9 

314.3 

327.5 

789.6 

Average 
per 

Return 

$34,393 

104 

477 

1,856 

5,367 

10,559 

32,285 

103,657 

241,300 

482,055 

808,642 

2,555,340 

Percentage 

of 
Average 

Gross 
Estate 

12.5 

0.2 

0.6 

2.1 

4.3 

6.1 

10.9 

15.2 

13.2 

20.0 

21.4 

23.2 

of 
Average 

Tax. 
Estate 

26.3 

3.4 

5.3 

8.8 

13.9 

17.7 

22.3 

25.8 

28.3 

31.4 

34.6 

45.6 

Source: Number of returns and figures in columns for gross estate total, taxable estate total, and estate tax after 
credits total from Internal Revenue Service (1974, pp. 12, 14~15). 



124 

Taxable Estates 

Certain deductions are allowed from the gross 

estate to arrive at the taxable estate. For years prior to 

1977, the taxable estate "was the base to which the 

graduated Federal estate tax rates were applied" (Internal 

Revenue Service, 1974, p. 9). Table 25 shows that for 

1972 the average of taxable estates subject to estate tax 

was about $131,000. In addition, approximately 25 per cent 

of taxable estates averaged about $39,000, while another 

group of almost 25 per cent averaged about $145,000. Only 

1.1 per cent of the estate tax returns for 1972 showed 

taxable estates exceeding a million dollars, yet this group 

accounted for 23.3 per cent of the total of taxable estates 

reported ($3,680.2 million of a total $15,814.8). 

Because the definition of taxable estate changed in 

1976 with the elimination of the $60,000 exemption, the pre-

1977 and post-1976 taxable estates are not comparable. For 

example, f.or years beginning after 1976, the taxable estate 

will be higher because of the elimination of the statutory 

exemption for those unable to use the marital deduction. 

For those able to utilize the marital deduction, the 

taxable estate is likely to be smaller after 1976 because 

of increases in this provision. 

point in next section.l 

(See discussion of this 
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Estate Tax 

The estate tax is the amount to be paid on the 

taxable estate after taking credits into consideration. 

Table 25 shows that for 1972 the average estate tax per 

return, for estates subject to tax, was $35,393; this 

represented 12.5 per cent of the related ave=age gross 

estate of $275,698 and 26.3 per cent of the related average 

taxable estate of $130,959. 

For those gross estates ranging from $60,000 to 

$70,000, the average was $66,993, with a mean taxable 

estate of only $3,021 and an average estate tax of $104 

per return. The tax for this group represented 0.2 per 

cent of average gross estate and 3.4 per cent of average 

taxable estate. 

At the other extreme, those gross estates of over 

$5 million averaged about $11 million, with mean taxable 

estates of $5.6 million and an average estate tax of over 

$2.5 million. The estate tax represented 23.2 per cent of 

the average gross estate and 45.6 per cent of the average 

taxable estate. 

For years after 1976, the estate tax (unified 

transfer tax at death) is the amount owed after: (1) 

calculating the tentative tax by applying the unified estate 

and gift tax rates to the sum of (a) the amount of the 

taxable estate and (b) the amount of the adjusted taxable 

gifts; (21 deducting gift taxes paid on gifts made in years 
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after 1976; (3) deducting the unified tax credit allowed for 

the particular year of death; and (4) deducting any other 

allowable credits (Hoffman, 1977, pp. 460-61, 481). 

Deductions, Exemptions, and Credits 

As one examines the statistics described in the 

preceding section and in Table 25, it is evident a signifi

cant difference existed between the gross and taxable 

estates in 1972. This difference was accounted for by 

various allowable deductions and a $60,000 statutory 

exemption in existence then. The $60,000 statutory exemp

tion was eliminated after 1976 and replaced by tax credits, 

which provided the equivalent of a $120,000 exemption for 

1977. The equivalent exemption will increase in annual 

increments to about $175,000 in 1981. Unlike the pre-1977 

exemption, the equivalent exemption now applies to the 

cumulative sum of taxable gifts and the taxable estate. 

Deductions were allowed for total funeral and administrative 

expenses, debts and mortgages, charitable bequests and some 

or all of the estate left to a surviving spouse (the 

marital deduction). 

In the community property states of Arizona, 

California, Idaho, Louisiana, Nevada, New Mexico, Texas, 

and Washington (Encyclopedia Americana, 1976, Vol. 7, 

p. 4511, property acquired during a marriage is community 

property in which the husband and wife each has an undivided 
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one-half interest. Thus, the surviving spouse's one-half of 

community property is not included in the taxable estate of 

the deceased spouse. The marital d~duction was enacted into 

law in 1948 to give the federal estate tax benefits of 

community property states to those who resided elsewhere. 

The statistics provided by the Internal Revenue Service for 

1972 estate tax returns show the number and dollar values 

for those estates utilizing the marital deductions. The 

statistics do not show the equivalent benefit derived by 

those living in community property states. Furthermore, 

the figures provided by the Internal Revenue Service for 

gross estate do not include the one-half interest in 

community property belonging to the surviving spouses from 

community property states. The taxable estate, however, 

would be the same whether or not a person was living in a 

community property state. Therefore, the values and per

centages relating to gross estates and deducations from them, 

summarized in Table 25, are smaller than they would be if 

the benefits derived by those living in community property 

states had been included. 

Table 25 further shows that the average gross estate 

was reduced from $275,698 by average deductions and the 

exemption totaling about $145,000, to give an average 

taxable estate of $130,959, a decrease of over 52 per cent. 

The smallest gross estate category, from $60,000 to $70,000, 

showed an average reduction of over 95 per cent in bringing 
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the average gross estate from $66,993 to a $3,021 average 

taxable estate. At the other extreme, those gross estates 

of over $5 million reduced their average gross estate from 

about $11 milltion to a $5.6 million average taxable 

estate, a 49 per cent decrease. 

An Internal Revenue Service publication showed that 

for 1972, the marital deduction accounted for 32.6 per cent 

and the statutory exemption 41.7 per cent of the total 

allowable deductions ($5.7 million/$17.5 million; $7.3 

million/$17.5 million) aggregating 74.3 per cent (Internal 

Revenue Service, 1974, p. 14). These two deductions 

represent 17.1 per cent and 21.9 per cent respectively of 

the total gross estate reported for taxable 1972 estate 

tax returns. The estate marital deduction is likely to 

account for larger deductions in years beginning after 1976 

since the maximum deduction was increased to the greater of 

$250,000 or one-half of the adjusted gross estate. This 

will lead to yet smaller taxable estates. 

The 'estate tax was computed by applying a graduated 

rate scale to the taxable estate. The result was called the 

estate tax before credits; the estate tax after credits 

resulted from deducting allowable credits. Estate tax 

credits were permitted for state death taxes, federal gift 

taxes, foreign death taxes, and estate tax on prior 

transfers. (These were not changed by the Tax Reform Act 

of 1976.) The Internal Revenue Service reported that the 



credits taken for 1972 amounted to $567.1 million or only 

12 per cent of the estate tax before credits (Internal 

Revenue Service, 1974, p. 15}. 

Estate Tax Rates 

Estate tax rates are established by the Congress. 
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In 1972 they ranged from 3 per cent on the first $5,000 of 

taxable estate to 77 per cent on the portion of a taxable 

estate in excess of $10 million (Hoffman, 1977, p. 703}. 

They were graduated and were applied to the taxable estate 

to arrive at the estate tax before credits. 

Figure 3 shows that the effective estate tax rates 

in 1q72 were considerably higher than those recommended by 

Arizona and Maine respondents. The differences between the 

effective and recommended rates increased at an increasing 

rate as the estate size grew larger. 

The Tax Reform Act of 1976 provided for increased 

rates on combined taxable gifts and estates. The rates 

range from 18 per cent on the first $10,000 to 70 per cent 

on amounts in excess of $5 million (Hoffman, 1977, p. 705}. 

However, because it is a unified tax, these rates apply to 

the sum of (~l the amount of taxable estate and (2} the 

amount of the adjusted taxable gifts (Hoffman, 1977, 

p. 461}. 
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Nontaxable Estates 

The analysis provided above is for estate tax 

returns that showed an estate tax liability. Table 26 
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shows that there were 54,138 estate tax returns filed for 

1972 that had no estate tax liability. Of this number, 93 

had gross estates averaging about $2.6 million. Another 

group of 203 paid no estate tax although their gross estates 

averaged about $669,000. These two groups, however, com

prised only 0.6 per cent of the nontaxable estate tax 

returns. 

In calculating the taxable estate for these returns, 

the gross estates were reduced about 58 per cent by the 

$60,000 statutory exclusion ($3,248.3 million/$5,575.1 

million}; the marital deduction accounted for about another 

32 per cent ($1,799.7 million/$5,575.1 million) (Internal 

Revenue Service, 1974, pp. 12, 14). Charitable bequests 

accounted for about only 10 per cent ($556 million/$5,575.1 

millionl of total gross estate reductions, but represented 

about 50 per cent ($118.8 million/$241.0 million) in the $1 

million or more category (Internal Revenue Service, 1974, 

pp. 14, 15). Total deductions and the statutory exemption 

exceeded total gross estate but still left, on an individual 

return oasis, 489 (less than 1 per cent of nontaxable 

returns) with taxable estates (Internal Revenue Service, 

1974, pp. 12, 14}. These estates used tax credits to 

eliminate the estate tax liability. 



Table 26. Nontaxable Estate Tax Returns--1972 

Gross Estate 
Number a Percentage 

of of Total a Average 
Size of Gross Estate Returns Total {in Millions) per Return 

Total 54,138 100.0 $5,575.1 $102,979 

$60,000 under $70,000 12,346 22.8 797.2 64,572 

$70,000 under $80,000 8,459 15.6 633.7 74,914 

$80,000 under $100,000 13,573 25.0 1,215.5 89,533 

$100,000 under $1·50, 000 16,556 30.6 1,921.5 116,061 

$150,000 under $200,000 1,625 3.0 276.4 170,092 

$200,000 under $500,000 1,283 2.4 354.0 275,916 

$500,000 under $1,000,000 203 0.4 135.8 668,966 

$1,000,000 or more 93 0.2 241.0 2,591,398 

a Service {1974, 12) . Internal Revenue p. 
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Some Other Ways of Reducing Estate Taxes 

The discussion which precedes this section deals 

primarily with formal deductions and credits specifically 

provided for in various sections of the estate tax law. 

Many individuals, however, may hire tax and legal advisors 

who can show how most, if not all of their estate, can be 

passed on to heirs incurring a minimum or no tax. The 

methods used are primarily lifetime transfers of wealth. 

Two of the most commonly used vehicles for life

time wealth transfer are gifts and trusts. The donor of 

gifts is allowed to give, tax free, up to $3,000 per year 

to each of as many donees as desired. A spouse may join 

with the donor and add another $3,000 to the tax free gift. 

Thus, a husband and wife can give up to $6,000 per year to 

each donee. If they have, for example, 3 children and 5 

grandchildren, they could reduce their combined estates by 

$480,000 over 10 years ($6,000 x 8 donees x 10 years). 

Gifts may be given by one spouse to the other. In 

addition to the annual $3,000 tax-free gift, a spouse may 

give the other up to $100,000 without incurring any gift tax 

liability. A gift tax is paid on all of the next $100,000 

given to a spouse and on only 50 per cent of any amount 

above $200,000. The gift tax is based on th~ cumulative 

value of all taxable gifts given to date, reduced by credits 

for gift taxes paid since 1976, and for pre-1977 gift taxes 



recomputed as though they had been paid using the unified 

transfer tax instituted in 1977. 
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A trust is a legal instrument usually transferring 

control of certain property to a third party, called a 

trustee, for the benefit of one or more beneficiaries. If 

the trust is created during the lifetime of the grantor and 

property is transferred to it irrevocably, then that 

property is removed from the estate, unless transferred 

within 3 years of death, and is not subject to estate taxes 

at death of the grantor, although it is subject to gift tax 

at the time the trust is created. 

Depending upon the wishes and interests of the 

grantor, it is possible to postpone paying estate taxes on 

property transferred to a trust for at least the benefi

ciary's lifetime. This is done by giving the beneficiary 

only lifetime benefits from the trust, leaving what remains 

at the beneficiary's death to yet another. Suppose, for 

example, that a husband creates a trust for his wife and 

children with income distributed to them during their lives, 

and the remainder to be given to grandchildren at death of 

the last child. In this case, a gift tax may be paid when 

the trust is created but there will be no estate tax upon 

the death of either the husband or wife nor will there be 

any until the last child dies. At that time the first 

$250,000 ot the trust passed by each.child to the grantor's 

grandchildren is tax free, and the remainder is subject to 



possible estate tax in the estate of the last surviving 

child (but paid for from the assets of the trust) (Tax 

Reform Act of 1976, u. S. Code, vol. 26, sees. 2602-3, 

1976). 

Summary 
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The federal estate and gift tax do not provide a 

major source of the government's internal revenues. While 

originally expected to contribute as much as 10 per cent, 

they have averaged only 1.9 per cent since 1943. 

The average gross estate for taxable estates in 

1972 was reduced from about $276,000 to provide an average 

taxable estate of about $131,000. The Internal Revenue 

Service statistics for 1972 showed that the two major causes 

were the statutory exemption and the marital deduction; they 

accounted for almost 75 per cent of the difference. These 

statistics were understated, however, because of the un

availability of related data from community property states. 

Thus, a significant amount of that left by decedents escaped 

death taxation. 

The estate tax, based on the application of the tax 

rates to the taxable estate, was further reduced by tax 

credits. For 1972, the tax credits averaged about 12 per 

cent of the taxable estate before credits. 

The estate tax rates established by the Congress 

were considerably greater than those recommended by survey 
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respondents. Had the rates been as low as recommended, 

revenues would have been even smaller. Some wealth (perhaps, 

significant amounts} is passed on to others without appear

ing in the estate tax data published by the Internal 

Revenue Service. Transfers of property during one's life

time and the surviving spouse's interest in community 

property probably account for most. The e~tate tax data 

presented may, therefore, be understated. 

Data are not yet available to know what effect 

changes caused by the Tax Reform Act of 1976 will have on 

estate and gift tax revenues. The report of the Senate 

Committee on Finance on that bill indicated, however, that 

they anticipated declines in those revenues for each of 

the succeeding four years. 



CHAPTER 7 

SURVEY RESULTS COMPARED WITH CURRENT FEDERAL 
ESTATE AND GIFT TAX POLICY 

AND/OR PR0VISIONS 

Since this survey was conducted in 1975, changes 

have taken place in the estate and gift tax laws. The Tax 

Reform Act of 1976 either added, deleted, or modified many 

sections. This chapter examines the survey results in 

light of both the laws in effect at the time of the su~vey 

and those currently being employed. 

Limitations on Wealth 

At no time in the history of our country has the 

federal government placed a limit on the amount of wealth 

one might own. Many tax laws, such as the income, estate, 

and gift taxes, reduce the size of wealth but neither for 

the purpose of, nor having the effect of, placing an upper 

limit on its size. The survey instrument asked whether a 

limit should be placed on wealth. Table Sa in Chapter 3 

showed that over 90 per cent of Arizona respondents and 83 

per cent of those from Maine were against limiting wealth. 

Estimates of the population showed that, with 99 per cent 

certainty, it would be expected that at least 85.6 per cent 

of Arizona citizens and 77.2 per cent of those from Maine 

would have agreed with the respondents (see Table 23). Thus 
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there was significant support for continuation of this 

implicit policy. 
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The written comments of the questionnaire respond

ents provide a clue to the reasons for supporting this 

position. For example, a statement was frequently made 

that those who had worked hard for what they had should be 

able to keep or use it as they saw fit. While this view 

may be representative of many who support unlimited wealth, 

others may have altogether different reasons. It would be 

tenuous speculation, however, to attempt to account for 

them in this study. 

A few respondents recommended redistributing amounts 

owned that were beyond one's needs. In some instances, 

specific dollar amounts were given as recommended exemp

tions to this plan. All respondents were asked, however, to 

indicate the combined value of material things that were 

more than a person needs. Table 7 in Chapter 3 showed a 

median value of about $848,000 given by those from Arizona 

and about $660,000 by those from Maine. While a majority 

of respondents are opposed to a tax on material things 

beyond one's needs, it is likely that, if such a tax were 

implemented against their wishes, they would.recommend it 

begin at a level above $660,000. 
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Redistribution of Wealth 

A major interest of this research was the concept of 

redistribution of wealth. For purposes of this study, the 

concept meant in some way taking some money, securities, 

and/or property from the wealthy and giving it to those less 

wealthy. Either directly or indirectly, the income-, 

estate-, and gift-tax laws are intended, or do in effect, 

redistribute wealth. A major research question, then, was 

'>vhether the current tax policy was consistent with the 

views of Arizona and Maine citizens. 

The survey results showed that the respondents were, 

to a great extent, opposed to redistribution of wealth. 

This conclusion resulted from their responses to a question 

which specifica·lly asked about this and another which asked 

how much of their wealth they would be willing to give to 

help the unemployed, and from their written responses to 

this topic. 

The question which directly asked whether they 

favored redistribution of wealth was summarized in Table 9. 

Over 80 per cent of Arziona respondents and over 72 per cent 

of those from Maine opposed the concept. An estimate of the 

likely-population response showed, with 99 per cent con

fidence, that at least 75.2 per cent of those from Arizona 

and 64.9 per cent from Maine would have agreed with the 

survey respondents. 
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Tables 10 and 11 summarize the responses to the 

questions concerning respondents' willingness to give up 

some of their wealth to help others. Those 'l...rho would have 

been helped by the respondents generosity were the unen

ployed. The questions did not distinguish between temporary 

and chronic unemployment. It is possible that responses 

would have differed from those given if one or the other 

type had been indicated rather than just unemployment in 

general. ~'lritten statements by respondents indicated some 

believed that the chronically unemployed were lazy or other

wise unwilling to \..rork because of unemployment and welfare 

benefits or other types of redistributed wealth. This atti

tude may well have existed among many respondents. It would 

be only speculation, however, to predict the responses to 

alternatively stated questions. 

The question summarized in Table 10 had a contempo

rary setting, while the one in Table 11 had an earlier 

setting, when economic conditions were supposedly different. 

The respo~ses given for the two different tiMe frames were 

substantially the same. When categorized by state, those 

responses from Arizona and Maine were also substantially 

alike. About 40 per cent indicated an unwillingness to give 

any of their wealth to others. Because of the wide fluctua

tion in responses the median was considered the best indi

cator of central tendency. Based on the median for both 

questions the respondents indicated a willingness to give 
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only between 2.0 per cent and 2.5 per cent of their wealth to 

help others. 

Taxing the Wealthy 

Wealth was defined, for purposes of this study, as 

ownership of material things. This country does not have a 

wealth tax, per se. One might argue that the estate tax is 

a tax on wealth left at death. Technically this tax is 

imposed on the amount transferred at death rather than on 

what is left. Even before the 1976 Tax Reform Act created 

the unified transfer tax on gifts and estates, the estate 

tax was looked upon as a tax on transfers at death (Stephens 

and Marr, 1959, pp. 1-2). The difference, for all practical 

purposes, however, is one of semantics. 

The estate tax has never been imposed on all wealth. 

Exemptions or exclusions have always been available to 

eliminate small estates from the tax and to reduce the tax 

of others. Thus the estate tax has been imposed on wealth 

above certain limits; those exceeding those limits may be 

looked upon as the wealthy. 

If the estate tax is really designed to tax the 

wealthy, then it becomes important to define "wealthy" 

monetarily in order to know at what point a tax should be 

imposed. At the time the survey was conducted, the federal 

estate tax had a $60,000 exemption. This meant that any 

gross estate having a value under $60,000 was not subject 
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to the tax. Those estates having a value over $60,000 were 

allowed to deduct $60,000, in addition to other allowable 

deductions, in arriving at the amount subject to taxation. 

The Internal Revenue Service has referred to those people 

with gross estates of more than $60,000 as "top wealth

holders" (Internal Revenue Service, 1976, p. 7). Thus, the 

government, in effect, indicated that one is wealthy owning 

material things valued above $60,000. One purpose of the 

survey was to test that assumption from the point of view 

of respondents. 

Respondents were asked to indicate their views 

about a monetary value for determining when one is wealthy. 

Those from Arizona gave mean and median responses which were 

about $150,000 higher than those from Maine. The cause of 

this difference is not completely clear. One factor may 

be, however, the differences in household income; Arizona 

respondents averaged about $17,700 while those from Maine 

averaged about $13,700. Perhaps the dissimilarities in 

income are reflected in differing perspectives on value. 

Those respondents from Arizona gave a mean value of 

about $577,000 for classifying someone as wealthy; the 

median value was about $478,000. The Maine respondents 

provided a mean value of about $415,000 and a median value 

of about $331,000. 

The values needed to consider one wealthy given by 

respondents were considerably in excess of the $60,000 
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exemption in effect at the time of the survey. This may 

well be because of the effects inflation has had on values 

since 1942 when the $60,000 exemption was first established. 

In 1976, Secretary of the Treasury Simon pointed out that 

the exe~ption would have to be raised to over $200,000 to 

adjust for inflation. 

Adjusting the $60,000 estate tax exemption for 
inflation since 1942 \vould require an estate tax 
exemption of $210,000. While a person with a 
$60,000 estate in 1942 could leave it to his 
family without tax, today an individual must have 
an estate of $260,000 on which an estate tax of 
$50,700 will be levied, in order to leave the 
equivalent amount, $210,000, to his family {U. s. 
Congress, House, Committee on Ways and Means, 
1976b, p. 2). 

The 1976 Tax Reform Act combined the gift tax with 

the estate tax and provided a tax credit in place of the 

exemption. The tax credit may be thought of, however, in 

terms of its equivalent exemption. The credit increases 

annually for five years, varying from $30,000 in 1977 to 

$47,000 in 1981 and years after. The equivalent exemption 

changes from about $121,000 in 1977 to about $176,000 in 

1981 and succeeding years. The whole equivalent exemption 

is available to an estate if a person dies without having 

made any taxable gifts during his or her lifetime. 

While the Congress raised the equivalent exemption 

for 1981 and years thereafter to about $176,000, that amount 

is still well below the amount needed to be wealthy as 

perceived by survey respondents. This means, from the point 



144 

of view of respondents, that the unified tax on gifts and 

estates is not a tax solely on the wealthy, but also on 

those not yet at that level. 

Estate and Gift Tax Rates 

Several of the survey questions were designed to 

assess respondents' viewpoints on estate- and gift-tax 

rates. One question asked how much of their material things 

the wealthy should be allowed to pass on to heirs at death. 

The responses, summarized in Table 12 of Chapter 3, showed 

68.4 per cent from Arizona and 70.4 per cent from Maine 

recommending "All of it." This means that about 70 per cent 

of the respondents advocated a no-tax policy on estates. 

These respondents, however, were not completely consistent 

with answers to another question calling for specific tax 

rates on varying sizes of estates. Table 13 showed that 

82.8 per cent of Arizona respondents and 83.0 per cent of 

Maine respondents recommended that there be no tax on $1,000 

estates. The percentage of respondents favoring zero taxa

tion on estates decreased, hO\'lever, as the size of the 

estate increased. Thus, for a million dollar estate, only 

26.4 per cent from Arizona and 25.1 per cent from Maine 

favored that policy. Only 19.4 per cent of Arizona re

spondents and 17.9 per cent of Maine respondents, however, 

rejected taxation for all estates or gifts. (See Chapter 3 

for discussion of "The 'No Tax' Respondents."} 
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The inconsistency discussed above is difficult to 

explain. It is possible, however, that the respondents did 

not have enough choices for the question which asked the 

amount the wealthy should be allowed to pass on to their 

heirs at death. Looking at but two possible answers, "All 

of it" and "More than half but not all," one observes 

choices equivalent to 100 per cent and from approximately 51 

to 99 per cent. A respondent believing a small tax (for 

example, at 8, 9 or 10 per cent) should be imposed might 

have answered "All of it" because of the wide range of the 

next choice. If this were the case, then the inconsistency 

would be redu~ed to but a small difference. For example, a 

comparison of the responses for the choice "All of i~ (zero 

taxation) wibh those indicating a tax on $1,000,000 estates 

at 10 per cent or less showed 68.4 per cent from Arizona 

selecting the former and 65.9 per cent in the latter 

grouping. For Maine respondents, 70.4 per cent chose "All 

of it" and 67.2 per cent selected tax rates on $1,000,000 

estates at 10 per cent or less. 

As discussed in Chapters 4 and 6, the respondents 

recommended estate tax rates substantially smaller than the 

effective rates in 1972. Figure 3 shows that the rate 

differential increased substantially as the size of the 

estate .increased. For taxable estates of $1,000, the 

effective tax rate in 1972 was 3 per cent. Table 13 showed 

respondents recommending a mean rate of about 2.5 per cent. 
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At the other extreme, taxable estates of $1,000,000 were 

subject to an effective tax rate of 32.6 per cent in 1972, 

while respondents were recommending a mean tax rate of 

about 16.5 per cent. 

For taxable gifts of $1,000 and $1,000,000 the 1972 

effective rates were 2.25 per cent and about 24.5 per cent, 

respectively. Table 14 showed respondents recommending a 

mean tax rate approximating that in effect at the time for 

a $1,000 gift. However, they only recommended a mean tax 

rate of approximately 15.5 per cent for a $1,000,000 gift. 

The present federal laws do not impose a tax on the 

recipient of either a gift or any portion of an estate. 

Answers to questions that hypothesized that donees and heirs 

already had wealth of $1 million showed the respondents 

favoring higher taxes than otherwise. Tables 15 and 16 

showed an increase of about 10 per cent in the mean rates 

recommended on estates and gifts given to millionaires as 

compared to those shown in Tables 13 and 14 for estates and 

gifts to those with no indicated wealth. This means that 

the respondents recommended a higher tax be paid on estates 

and gifts going to heirs and donees who already have weal·th. 

From an administrative point of view, this would suggest a 

tax on the recipient, based on wealth already owned, to

gether with the amount being received currently. 

It seems reasonable to question whether those 

respondents opposed to redistribution of wealth should have 
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favored a "no tax" policy. For example, as noted in an 

earlier section, over 80 per cent of Arizona respondents and 

over 72 per cent from Maine were against the concept of re

distribution of wealth. Yet, only 19.4 per cent of Arizona 

respondents and 17.9 per cent of Maine respondents were 

against taxation for all estates or gifts {these are the "no 

tax" respondents discussed in Chapter 3) . Is this incon

sistent? 

Redistribution of wealth was defined, for purposes 

of this study, as taking money, securities, and/or property 

from the wealthy and giving them to those less wealthy. 

Taxation at death or by gift does not imply giving to those 

less wealthy. In fact, tax revenues are used to help the 

population in general by means of sundry services and pro

grams (for example, military defense, medical research, 

business subsidies, and the governmental organization) • 

Consequently, taxes taken from the wealthy may be returned 

to them either directly or indirectly. Thus, some of those 

opposed to redistribution of wealth may have recommended 

taxation because of their recognition of the need for 

governmental revenues and the benefits that accrue to them 

personally. 

Incentives to Accumulate Wealth 

This country, firmly committed to capitalism, finds 

much of its success based on worker productivity. People 



dream of having a better life as a reward for hard work. 

Many likely enjoy making gifts of some of their material 

things and perhaps are pleased that they can give some of 

it to heirs at their death. Estate and gift taxation, 

therefore, should not be confiscatory, for to be so would 

likely reduce or eliminate incentives to work and to 

accumulate wealth. 
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Respondents were asked to place themselves in a 

position to which they were not accustomed. '!'hey \'lere told 

that they owned $2,000,000 of money, securities, and/or 

property, which would be taxed at either 50 or 70 per cent 

at their death. Table 20 showed that about 40 per cent of 

respondents considered themselves to have average wealth, 

while per capita income for 1972 was given in Chapter 5 as 

about $16,400. Between 34 and 41 per cent of respondents 

considered their wealth to be less than average, while less 

than 1 per cent believed they were wealthy. Thus, few, if 

any, owned $2,000,000 of material things. 

The respondents' views, although based on a hypo

thetical situation, gave some measure of the likelihood of 

reduced incentives with high estate taxes. At the time of 

the survey, the effective tax rate on a $2,000,000 taxable 

estate was about 38 per cent (Hoffman, 1977, p. 703}. With 

rates raised to 50 per cent in the first hypothetical 

example Table 21 showed more than 55 per cent of the re

spondents indicated their incentive to accumulate \vealth 
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would decrease. At a 70 per cent level of taxation, more 

than 65 per cent of the respondents believed they would have 

a decrease in their incentive to accumulate wealth. Their 

views support a tax at less than 50 per cent on a $2,000,000 

estate. Although the issue was not tested in this survey, 

a majority of respondents might possibly have found their 

incentive to accumulate wealth unaffected by the 38 per cent 

effective rate then a~plicable to $2,000,000 estates. 

For years after 1976, the estate tax rates changed. 

Because the exemptions were increased and gift taxes and 

estate taxes were unified, it is difficult to compare the 

ore-1977 rates with the post-1976 rates. Ho,vever, assuming 

a person died without having made any taxable gifts during 

his or her lifetime, the effective tax ~ate would be about 

39 per cent on a taxable estate of $2,000,000 for years 

after 1976 (Hoffman, 1977, p. 705). While the new ef

fective rate is about 1 per cent higher than the pre-1977 

rate, the increase in equivalent exemptions and changes in 

other provisions would suggest that there is probably not 

a significant difference between the old and new tax for 

most estates at the $2,000,000 level. The conclusion 

reached, however, might differ with varying sets of circum

stances. From the point of view of respondents, it is 

likely that they would not find the current estate tax con

fiscatory at the $2,000,000 level, and it probably would 

not decrease their incentive to accumulate wealth. 



CHAPTER 8 

SUMMARY AND RECOMMENDATIONS 

Estate taxes were originally intended to help raise 

significant amounts of revenue. That objective has not 

been attained, and the prospects of accomplishing that in 

the future do not seem great. The gift tax was intended to 

prevent avoiding the estate tax. That objective, to a great 

extent, has been achieved. 

The primary Congressional objective for the estate 

tax changed over the years to that of reducing major 

accumulations of wealth. Evidence shows that this has not 

been accomplished; a significant portion of total wealth 

has continued to remain in the hands of a few. 

Conclusions 

Most citizens of Arizona and Maine would likely 

agree that redistribution of wealth is not something they 

would like to see accomplished. While these views are 

contrary to those of the Congress, the legislation imple

mented by them to date has allowed many to pass on much of 

their wealth to heirs with impositionof little or no estate 

tax. It is likely that the Congressional double standard 

of stating objectives and then providing laws that allow 
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people to circumvent those goals has led to the belief among 

most respondents that tax laws are generally inequitable. 

According to the respondents, the estate- and gift

tax rates now being imposed are too high. They were espe

cially reluctant to recommend heavy taxes on those giving 

large sums, either during life or at death. And while some 

recommended setting limits on the amount of wealth one might 

own, most were against such a proposition. 

To more closely equate respondents' views of the 

amount needed to make one wealthy with estate- and gift-tax 

law, the equivalent exemption {about $176,000 beginning in 

1981) should probably be at least doubled. In addition to 

approximating the monetary values given by respondents for 

determining when one is wealthy, raising the equivalent 

exemption to about $350,000 would compensate for the impact 

inflation has had on estate taxes since 1942 when the 

$60,000 exemption was instituted. 

This section will end with the observation of an 

anonymous university professor. He pointed out that since 

federal estate- and gift-tax laws do not achieve the 

objectives of raising significant revenues or redistributing 

great wealth, there may have been, over time, some other 

social benefit substituted as the main purpose for their 

continued existence. His alternative is that estate- and 

gift-tax laws are currently designed to provide many profes

sional people with a reason and means to make a livelihood. 



Recommendations for Future 
Research 

Respondents to the survey recommended that higher 

estate and gift taxes be paid when heirs and donees have 

previously obtained considerable wealth. This finding 
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suggests the possibility of a tax on amounts received, based 

on wealth already owned. A more detailed study of this 

subject should include, in addition to citizen viewpoints, 

an economic-impact analysis, and consideration of adminis-

trative convenience. 

An economic-impact analysis should, among other 

things, evaluate the effect such a tax would have on the 

various securities markets and the insurance industry. It 

should also evaluate the effect on revenues generated from 

income, estate, and gift taxes, along with a potential in-

creased need to dispose of small businesses acquired at 

death or by gift caused by a need to pay taxes. 

The question of administrative convenience includes 

resolving problems of establishing valuations for wealth 

held at the time one receives proceeds from a gift or 

estate. The costs of appraising property along with the 

time and cost of involvement in appeals to the judgment of 

the appraiser(s) is a very major stumbling block to such a 

law. And, of course, there is· the very basic question of 

what should constitute wealth for purposes of applying the 

law. 
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Perhaps a more reasonable approach, which eliminates 

many of the previously identified problems, is to tax the 

recipient based upon past and present gifts and distribu

tions from estates rather than upon total wealth owned. 

This would be very similar to the present unified transfer 

tax in many respects; the major difference would be that 

the recipient, rather than the donor or estate, would pay 

the tax. It would be a tax based upon the cumulative total 

of taxable gifts or distributions received over one's life

time. The only appraisals required would be of the property 

received. This tax would likely have the effect desired 

by the Congress of preventing the transfer of major 

accumulations of wealth. 

Another area of interest that could be researched 

is the effect various taxes have on incentives to work, 

save, invest, and accumulate wealth. While this study made 

some attempt to answer some of those questions as they 

related to estate taxes, the effort was not intended to be 

in depth. A detailed study should be undertaken by indi

viduals with knowledge and skills obtained from the be

havioral sciences to better elicit, interpret, and under

stand the responses. The results would likely have great 

impact on decisions to implement specific types of tax 

legislation. 

While this study did attempt to obtain some atti

tudes toward taxation of wealth, it did not inquire about 
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attitudes tO\'lard taxing the wealth of the living. Research 

could be undertaken to evaluate, for example, an annual 

wealth tax. This type of levy could be based upon annual 

accumulations of wealth or total wealth owned at year end 

(i.e., a federal property tax}; it would tax sources of 

income rather than income itself. Such a study should be 

undertaken by individuals with knowledge of finance and 

economics because of the implications for the investment 

community and possible effects on economic expansion. 



APPENDIX A 

SUMMARY OF DEMOGRAPHIC DATA 

Sex: 
Male 
Female 

Age: 
Less than 18 
18 to 30 
31 to 65 
51 to 65 
over 65 

Are you presently 
employed outside 
the home: 

Yes, full time 
Yes, part time 
No 

Have you ever 
received a gift or 
inheritance valued 
over $10,000: 

Yes 
No 

If yes, was amount 
received in last 
10 years: 

Yes 
No 

Highest level of 
education completed: 

Grade school 
High school 
2 years college 
4 years college 
Graduate school 

Arizona Responses Maine Responses 

Number Percentage Number Percentage 

179 
132 

1 
62 
99 

103 
46 

170 
25 

113 

49 
261 

26 
20 

13 
95 
92 
67 
43 
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57.6 
42.4 

0.4 
19.9 
31.8 
33.1 
14.8 

55.2 
8.1 

36.7 

15.8 
84.2 

56.5 
43.5 

4.2 
30.6 
29.7 
21.6 
13.9 

169 
105 

0 
59 

108 
62 
44 

163 
25 
83 

31 
240 

23 
8 

24 
118 

56 
41 
31 

61.7 
38.3 

0.0 
21.6 
39.6 
22.7 
16.1 

60.2 
9.2 

30.6 

11.4 
88.6 

74.2 
25.8 

8.9 
43.7 
20.7 
15.2 
11.5 



Household income per 
year: 

Less than $5,000 
$ 5,000 to $ 9,999 
$10,000 to $14,999 
$15,000 to $19,999 
$20,000 to $24,999 
$25,000 to $50,000 
Over $50,000 

Marital status: 
Single 
Married 

Number of children 
you have: 

None 
One 
Two 
Three 
Four 
Five or more 

Political affiliation: 
Republican 
Democrat 
Independent 
Other 

Size of city or town 
in which you live: 

Less than 5,000 
people 

5,000 to 50,000 
50,000 to 100,000 
100,000 or more 

Occupation: 
White collar 
Professional, 
technical, 
managerial and 
clerical 
Sales 

Blue collar 
Other lunclassified) 
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Arizona Responses Maine Responses 

Number Percentage Number Percentage 

17 
56 
74 
62 
52 
40 

4 

64 
274 

72 
61 
78 
46 
26 
25 

125 
111 

64 
2 

22 
59 
46 

175 

136 
32 
30-

6 

5.6 
18.4 
24.3 
20.3 
17.0 
13.1 
1.3 

20.6 
79.4 

23.4 
19.8 
25.3 
14.9 

8.4 
8.1 

41.4 
36.7 
21.2 
0.7 

7.3 
19.5 
15.2 
58.0 

43.4 
10.2 

9.6 
1.9 

27 
78 
77 
40 
29 
13 

2 

49 
220 

55 
45 
76 
52 
20 
23 

91 
92 
80 

2 

117 
124 

24 
0 

97 
18 
61 
12 

10.2 
29.3 
28.9 
15.0 
10.9 

4.9 
0.8 

18.2 
81.8 

20.3 
16.6 
28.0 
19.2 

7.4 
8.5 

34.3 
34.7 
30.2 

0.8 

44.1 
46.8 

9.1 
0.0 

35.4 
6.6 

22.3 
4.4 
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Arizona Responses Maine Responses 

Number Percentage Number Percentage 

No occupation 
(stated) 4 1.3 7 2.6 
Retired 50 16.0 31 11.3 
Student 4 1.3 4 1.5 
Housewife 44 14.1 36 13.1 
Did not respond 7 2.2 8 2.9 



APPENDIX B 

QUESTIONNAIRE AND RELATED COVER LETTERS 
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PLEASE FEEL FREE TO WRITE PERSONAL COMMENTS 
AFTER ANY QUESTION. 
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1. The following statement is often heard : "The rich get richer while the poor get poorer." Which of the following reflecu 
your belief about this statement? (Please put a check mark in the appropriate box.) 

Always true Usually true Don't know Seldom true Never true 
0 0 0 0 0 

2. Another statement often heard is: "Wealthy individuals pay less in total taxes than do those people who are not wulthy." 
Which of the following reflects your belief about this statement? 

Always true Usually true Don't know Seldom true Never true 
0 0 0 0 0 

3. I believe that a person is wealthy if he or she has material things (money, securities and/or property) which have a 
combined value of: 

so 
to 

$20.000 
0 

$20,000 
to 

$50,000 
0 

$50,000 
to 

$70,000 
0 

$70,000 
to 

$100,000 

0 
4 . Which of the following statements do you bel ieve is true? 

0 It is possible for me to become wealthy someday. 
0 It is not possible for me to ever become wealthy . 

$100,000 
to 

$500,000 

0 

$500,000 
to 

$1,000,000 

0 

0 I don't know whether or not is is possible for me to ever become wealthy. 

$ ______ _ 

OTHER 
(Please fill in amtx.~nt) 

5. Regardless of your answer to question 4, above, if we assume it is possible for you to become wealthy someday, which of 
the following is a correct statement of your beliefs: 

0 I would like to become wealthy someday. 
0 I have no desire to become wealthy. 
0 I do not know whether or not I would like to become wealthy. 

6. believe that a person has more money, securities and/or property than he or she needs if those material things have a 
combined value of: 

so 
to 

$50,000 
0 

$50,000 
to 

$100,000 

0 

$100,000 
to 

$500,000 

0 
7. With which of the follo~ing statements do you agree? 

$500,000 
to 

$1,000,000 
0 

$1,000,000 
to 

$2,000,000 

0 

$ ______ _ 

OTHER 
(Please fill in amount) 

0 1. I believe that some limit should be placed on the amount of money, securities and/or property a person can 
accumulate. 

0 2. I believe that no limit should be placed on the amount of money, securities and/or property a person can 
accumulate. 

If you placed a check mark in box 1 .• about how much should the limit be? 

8. Which of the following best reflecu your view? 

0 believe that our society would be better off if some money, securities and/or property were taken from the 
wealthy, in some way, and given to those less wealthy. 

0 believe that our society would not be better off if some money, securities and/or property were taken from the 
wealthy, in some way, and given to those less wealthy. 

9. For what reason do you believe most people accumulate wealth? (Please put a check mark in only one box) 

0 To obtain power and/or prestige. 
0 For financial security during one's life . 
0 To give to family, friends and others at death . 
0 For personal satisfaction at having accumulated wealth. 
0 No thought given to wealth accumulation, it just happens. 
CJ To buy goods and services that are costly (i.e .• have a better standard of living.) 

0 Some other reason---..,.------,-.,-..,.--------
(please specify) 



10. Which of the following is a correct statement about the amount of taxes that wealthy people pay? 

They They I don't They probably 
definitely probably know do not 
pay enough pay enough pay enough 

0 0 0 0 

They 
definitely do 
not pay enough 

0 
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11. By what means do you believe that the majority of those who are wealthy acquired most of their money. securities and/or 
property? (Please put a check mark in only one box) 

0 working hard, resulting in earning a large income 
0 lucky investments 
0 gambling (games of chance) 
0 wise investments 
0 savings 
0 inheritance 
0 some other waY-----:-:----....,...,..-,--------

(please specify) 

12. How much of their money, securities and/or property do you believe that the wealthy should be allowed to pass on to their 
heirs at death? 

All More than half About half Some but None 
of it but not all of it less than half of it 
0 0 0 0 0 

13. I believe I know about federal estate and gift taxation laws: 

More than As much as Less than Absolutely 
Quite a bit most people most people most people nothing 

0 .0 0 0 0 
14. When a person dies and leaves money, securities and/or property to a husband, wife, or child the government usually taxes 

its value. Please put a check mark in the appropriate box, for each situation below, indicating the amount of tax you 
believe should be paid. 

If, before taxes, the value of money, securities and/or property left by the person who died is: 

$1,000 $10,000 $100,000 $1,000,000 

The amount The amount The amount The amount 
of tax of tax • of tax of tax 
should be: should be: should be: should be: 

0$1,000 0$10,000 0$100,000 0$1,000,000 
0 900 0 9,000 0 90,000 0 900,000 
0 800 0 8,000 0 80,000 0 800,000 
0 700 0 7,000 0 70,000 0 700,000 
0 600 0 6,000 0 60,000 0 600,000 
0 500 0 5,000 0 50,000 0 500,000 
0 400 0 4,000 0 40,000 0 400,000 
0 300 0 3,000 0 30,000 0 300,000 
0 200 0 2,000 0 20,000 0 200,000 
0 100 0 1,000 0 10,000 0 100,000 
0 0 0 0 0 0 0 0 

15. Suppose that the husband, wife, or child (mentioned in question 14 above) already owned money, securities and/or property 
valued at a million dollars. What amount of tax do you believe should be paid? 

If, before taxes, the value of money, securities and/or property left by the person who died is: 

$1,000 $10,000 $100,000 $1,000,000 

The amount The amount The amount The amount 
of tax of tax of tax of tax 
should be: should be: should be: should be: 

0$1,000 0$10,000 0$100,000 0$1,000,000 
0 900 0 9,000 0 90,000 0 900,000 
0 800 0 8,000 0 80,000 0 800,000 
0 700 0 7,000 0 70,000 0 700,000 
0 600 0 6,000 0 60,000 0 600,000 
0 500 0 5,000 0 50,000 0 500,000 
0 400 0 4,000 0 40,000 0 400,000 
0 300 0 3,000 0 30,000 0 300,000 
0 200 0 2,000 0 20,000 0 200,000 
0 100 0 1,000 0 10,000 0 100,000 
[] 0 0 0 0 0 0 0 
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16. When a living person gives a gift of money, securities and/or property the government, under certain circumstances, may 
tax its value. Please put a check mark in the appropriate box, for each situation below, indicating the amount of tax you 
believe should be paid. 

If, before taxes, the value of the money. securities and/or property given as a gift is: 

S1 ,000 $10,000 $100,000 $1,000,000 

The amount The amount The amount The amount 
of tax of tax of tax of tax 
should be: should be: should be: should be : 

0$1,000 0$10,000 0$100,000 0$1,000,000 
0 900 0 9,000 0 90,000 0 900,000 
0 800 0 8,000 0 80,000 0 800,000 
0 700 0 7,000 0 70,000 0 700,000 
0 600 0 6.000 0 ~0.000 0 600,000 

0 500 0 5,000 0 50,000 0 500,000 
0 400 0 4,000 0 40,000 0 400,000 
0 300 0 3,000 0 30,000 0 300,000 
0 200 0 2,000 0 20,000 0 200,000 
0 100 0 1,000 0 10,000 0 100,000 
0 0 0 0 0 0 0 0 

17. Suppose that the person receiving the gift (mentioned in question 16. above) already owned money, securities and/or 
property valued at a million dollars. What amount of tax do you believe should be paid? 

If, before taxes, the value of the money, securities and/or property given as a gift is: 

$1,000 $10,000 $100,000 $1,000,000 

The amount The amount The amount The amount 
of tax of tax of tax of tax 

should t>e: should be : should be : should be: 

0$1,000 0$10,000 0$100,000 0$1,000,000 
0 900 0 9,000 0 90,000 0 900,000 
0 800 0 8,000 0 80,000 0 800,000 
0 700 0 7,000 0 70,000 0 700,000 
0 600 0 '6.000 0 60,000 0 600,000 
0 500 0 5,000 0 50,000 0 500,000 
0 400 0 4,000 0 40,000 0 400,000 
0 300 0 3,000 0 30,000 0 300,000 
0 200 0 2,000 0 20,000 0 200,000 
0 100 0 1,000 0 10,000 0 100,000 
0 0 0 0 0 0 0 0 

18. What percentage of your money, securities and/or property would you be willing to give up to assure that all people have 
enough to help them ,through periods of unemployment: 

0% 
0 

2% 
0 

4% 
0 

6% 
0 

8% 
0 

10% 
0 

15% 
0 

20% 
0 

25% 
0 

30% 
0 

35% 
0 OTHER 

(please fill in percent) 

19. If you were answering question 18. above 2 years ago (before the current economic crisis) whl"t percentage of your money, 
securities and/or property would you have been willing to give up? 

0% 
0 

2% 
0 

4% 
0 

6% 
0 

8% 
0 

10% 
0 

15% 
0 

20% 
0 

25% 
0 

30% 
0 

35% 
0 OTHER 

(please fill in percent) 

20. If you owned money, securities and/or property which have a value of $2,000,000 and learned that the government would 
take away, as a tax, 50% (Y..) of that amount or more, when you die, which of the following would be correct? 

0 My incentive to accumulate more money, seeurities and/or property would increase. 
0 My incentive to accumulate more money, securities and/or property would decrease. 
0 My incentive to accumulate more money, securities and/or property would not be affected by the law. 

21 . Referring to question 20. above, if we assume that the government changed the rate at which it would tax your 
$2,000,000 of money, securities and/or property at your death, from 50% to 70%, which of the following would be 
correct? 

0 My incentive to accumulate more money, securities and/or property would increase. 
0 My incentive to accumulate more money, securities and/or property would decrease. 
0 My incentive to accumulate more money, securities and/or property would not be affected by the law. 

22. In terms of money, securities and/or property which you own do you consider yourself : 

0 Wealthy 
Above average but 

0 not wealthy 0 Average 
Below average but 

0 not poor 0 Poor 
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23. If you have time to answer the following question it would help us greatly in our research. After this question, please go 
on to question 24. below. 

Many suggestions have been made as to methods for redistributing wealth during lifetime or at death. Do you think 
redistribution of wealth should be accomplished? What might be ways to do it? If you do not feel there should be a 
redistribution of wealth, what arguments against it should be brought to the attention of the public and to legislators? (If 

you do not have enough space here to answer fully please feel free to use another sheet of paper .) 

24. Sex: 0 Male 0 Female 

25. Age: 0 less than 18 0 18 to 30 0 31 to 50 0 51 to 65 0 over 65 

26. 

27 . 

Are you presently employed outside the home? 0 Yes, full time 0 Yes, part time 0 No 

Have you ever received a gift or inheritance valued over $10,000? 0 Yes 0 No 

If you answered "yes", was the amount received in the last 10 years? 0 Yes 0 No 

28. Highest level of education completed: 0 grade 0 high 0 2 years 0 4 years 0 graduate 
school 

29. Household income per year: less 
0 than 

$5,000 

30. Marital status: 0 single 0 married 

school school college college 

$5,000 
0 to 

$9,999 

$10,000 
0 to 

$14,999 

$15,000 
0 to 

$19,999 

$20,000 
0 to 

$24,999 

$25,000 
0 to 

$50,000 
0 over 

S50,000 

31. Number of children you have: 0 none 0 one 0 two 0 three 0 four 0 five or more 

32. Political affiliation: 0 Republican 0 Democrat 0 Independent 0 Other 

33. Size of city or town in which you live: 

34. Are you a resident of the State of Maine? 

0 less than 0 5,000 to 
5,000 people 50,000 

0 Yes 0 No 

0 50,000 to 
100,000 

(please specify) 

0 100,000 
or more 

35. Occupation ___________ -:--:-----:-:--:----------------
(please specify) 

THANK YOU VERY MUCH FOR TAKING THE TIME TO FILL THIS OUT! 

Please return this questionnaire in the enclosed, postpaid, self-addressed envelope to: 

Professor Philip Jagolinzer 
School of Business and Economics 

Room 100, Payson Smith Hall 
University of Maine at Portland-<Jorham 

96 Falmouth Street, Portland, Maine 04103 



THE UNIVERSITY OF ARIZONA 
TUCSON. ARIZONA ~5721 

COLLEGE OF BUSINESS AND 
PUBLIC ADMINISTRATION 

DEP.~RTMENT OF ACCOUNTING 

To Residents of Arizona, 

We anticipate that Congress soon will consider revising 
laws affecting estate and gift taxes. The views of the average 
citizen have seldom been incorporated in the legislative process 
affecting taxation. As researchers in taxation we hope to make 
available to the Congress many points of view of Arizona residents 
regarding this important matter. We would like to include the 
view~ of a member of your family among them. 

Your name was selected by a completely random process from 
those listed in Arizona telephone directories. In order to get 
an approximately equal number of responses from men and women we 
ask that an adult female ~ember of your family (if there is one) 
take about 10 minu~ fill out the enclosed questionnaire 
(half of the other recipients of this questionnaire are being 
asked to have a male fill it out). The information provided 
will be combined with that of others in preparing a consensus 
view for Arizonans. 

This study is being conducted under the auspices of the 
Accounting Department at The University of Arizona. The results 
will be made available upon request. Individual responses, 
however, will be completely anonymous. 

A self-addressed, stamped envelope is enclosed for the 
convenience of the person filling out the questionnaire. 

We appreciate your cooperation in this project. 

Sincerely, 

Hollis A. Dixon, Ph.D. 
Professor of Accounting 
Project Director 
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THE UNIVERSITY OF ARIZONA 
T U C S 0 N . A R I Z 0 N A !!5721 

COLLEGE OF BUSINESS AND 
PUBLIC ADMINISTRATION 

DU'.~RTM fNT OF ACCOUNTING 

To Residents of Arizona, 

We anticipate that Congress soon will consider revising 
laws affecting estate and gift taxes. The views of the average 
citizen have seldom been incorporated in the legislative process 
affecting taxation. As researchers in taxation we hope to make 
available to .the Congress many points of view of Arizona residents 
regar<iing this important matter. \.Je would like to include the 
views of a membe~ of your family among them. 

Your name was selected by a completely random process 
from those listed in Arizona telephone directories. In order 
to get an approximately e~ual number of responses from men and 
women we ask that an adult male member of your family (if there 
is one) take about 10 minutes to fill out the enclosed question
naire (half of the other recipients of this questionnaire are 
being asked to have a female fill it. out). The information 
provided will be combined with that of others in preparing a 
consensus view for Arizonans. 

This 1study is being conducted under the auspices of the 
Accounting Department at The University of Arizona. The results 
will be made available upon request. Individual responses, 
however, will be completely anonymous. 

A self-addressed, stamped envelope is enclosed for the 
convenience of the person filling out the questionnaire. 

We appreciate your cooperation in this project. 

Sincerely, 

Hollis A. Dixon, Ph.D. 
Professor of Accounting 
Project Director 
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a UNIVERSITY OF MAINE at Portland- Gorham 

S.,hoo) of 8u8ineee & Eeooom~ 
Department o£ Buaioess Admioi.tratioo 

To Residents of Maine: 

96 Falmouth Strect 
Portland, ~Iaine 04103 

We anticipate that Congress soon will consider revising 
laws affecting estate and gift taxes. The views of the average 
citizen have seldom been incorporated in the legislative process 
affecting taxation. As researchers in taxation we hope to make 
available to the Congress many points of view of Maine residents 
regarding this important matter. We would like to include the 
vie..,.ls of a member of your family among them. 

Your name was selected by a completely random process from 
those listed in Maine telephone directories. In order to get 
an approximately equal number of responses from men and women we 
ask that an adult female member of your family (if there is one) 
take about 10 minutes to fill out the enclosed questionnaire 
(half of the other recipients of this questionnaire are being 
asked to have a male fill it out). The information provided 
will be combined with that of others in preparing a consensus 
view for the State of Maine. 

This study is being conducted under the auspices of the 
School of Business' and Economics at the University of Maine 
at Portland - Gorham. The results will be made available upon 
request. Individual responses, however, will be completely 
anonymous. 

A self-addressed, stamped envelope is enclosed for the 
convenience of the person filling out the questionnaire. 

We appreciate your cooperation in this project. 

Sincerely, · 

~~C.P.A. 
Associate Professor 
of Accounting 
Project Director 
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() UNIVERSITY OF MAINE at Portland- Gorham 

Sc:hool •• r nu~in ..... &· Ecouomia 
J.).,parlmcnl of llu•ine~s Adminia.tralion 

To Residents of Maine: 

96 Falmouth St.....-, 
l'onland, !\lain., 04-103 

We anticipate that Congress soon will consider revising 
laws affecting estate and gift taxes. The views o~ the average 
citizen have seldom been incorporated in the legislative process 
affecting taxation. As researchers in taxation we hope to make 
available to the Congress many points o( view of Maine residents 
regarding this important matter. We would like to include the 
views of a member of your family among them. 

Your name was selected by a completely random process 
from those listed in Maine telephone directories. In order 
to get an approximately equal number of responses from men and 
women we ask that an adult male' member of your family (if there 
is one) take about 10 minutes to . fill out the enclosed question
naire (half of the other recipients of this questionnaire are 
being asked to have a female fill it out). The information 
provided will be combined with that of others in preparing a 
consensus view for the State of Maine. 

This study is being conducted under the auspices of the 
School of Business 1 and Economics at the University of Maine at 
Portland - Gorham. The results will be made available up0n 
request. Individual responses, however, will be completely 
anonymous. 

A self-addressed, stamped envelope is enclosed for the 
convenience of the person filling out the questionnaire. 

We appreciate your cooperation in this project. 

Sincerely, 

~~~C.P.A. 
Associate Professor 
of Accounting 
Project Director 
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