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Abstract

The federal estate tax (known as the death tax) is a tax on a person’s
lifetime accumulated property. In 2014, the death tax applies a 40
percent tax to all accumulated wealth above $5.34 million. While
the death tax applies to relatively few Americans and raises only tiny
amounts of revenue for the federal government, it imposes substan-
tial costs on the American economy in terms of lost jobs and reduced
growth rates. It has been devastating to family businesses and the
communities in which they operate. The Heritage Foundation esti-
mates that eliminating the federal estate tax (and related gift taxes)
would boost U.S. economic growth by more than $46 billion over the
next 10 years and generate an average of 18,000 private-sector jobs
annually. Eliminating the federal death tax would create economic
opportunities for American families and free up financial assets for
private-sector investment and income growth.

he federal estate tax (often referred to as the death tax) is a tax

on a person’s lifetime accumulated property. In 2014, the death
tax applies a 40 percent tax to all accumulated wealth above $5.34
million.! While the death tax applies to relatively few Americans and
raises only tiny amounts of revenue for the federal government, it
imposes substantial costs on the American economy in terms of lost
jobs and reduced growth rates. It can be—and has been—devastat-
ing to family businesses and the communities in which they operate.
The Heritage Foundation estimates that eliminating the federal
estate tax (and related gift taxes) would boost U.S. economic growth
by more than $46 billion over the next 10 years and generate an
average of 18,000 private-sector jobs annually. Eliminating the fed-
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KEY POINTS

m One of the worst features of the
federal death tax is its effect on
family-owned businesses. When
a business owner dies and heirs
are forced to pay 40 percent of
the business value, they often
have to sell assets, or even the
entire business.

m After paying the death tax, many
businesses have a substantially
reduced ability to expand hir-
ing and investment. The Heri-
tage Foundation estimates that
because of the death tax, the
American economy generates
18,000 fewer jobs each year than
it otherwise would.

m The Heritage Foundation esti-
mates that eliminating the death
tax (and related gift taxes) would
boost U.S. economic growth by
more than $46 billion over the
next decade. The increased eco-
nomic activity would generate
offsetting revenue, with a total
reduction in tax receipts of just
0.5 percent of federal revenue.

m Federal policymakers should
eliminate the death tax. The
economic harm imposed by
the death tax is not worth the
small amount of revenue it
might generate.
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eral death tax would create economic opportunities
for American families and free up financial assets
for private-sector investment and income growth.

It is time to eliminate the death tax. Not only
would the economy reap significant gains, but the
resulting loss in federal tax revenues would be sig-
nificantly lower than supporters of the death tax fear
it would be. A macroeconomic simulation of estate-
tax repeal estimates that the resulting job growth
and increased economic activity would generate off-
setting revenue, and that the total remaining reduc-
tionin tax receipts would amount to only 0.5 percent
of federal revenue.

The Death Tax Kills
Many Family Businesses

One of the worst features of the death tax is the
effect it has on U.S. family-owned businesses. Many
estates subject to the death tax are small or family
businesses that are asset rich but cash poor; that is,
their wealth is not sitting in liquid assets, such as
stocks and bonds, but consists of physical assets,
such as buildings, land, and machinery.? When the
owner of a business dies and the heirs are forced to
cough up 40 percent of the business’s value, they
often have to sell off assets, or even the entire busi-
ness.? These businesses are often sold to large corpo-
rations with weak ties to the local business commu-
nity—which hasresulted in disastrous consequences
for the people who live in those communities.*

A previous Heritage Foundation study document-
ed some of the devastating effects the estate tax has
on individuals and communities.” Companies under
threat ofbeing destroyed by the death tax range from
a minority-owned shrimp business in Biloxi, Missis-
sippi, to one of the best-managed and most popular
Section 8 housing properties in New Orleans. Jobs

and vital community investments are likely to dis-
appear when companies such as Hancock Lumber, a
sixth-generation family business in Casco, Maine, or
the Drummond mining company in Sipsey, Alabama,
are forced to pay the death tax.

Even if a family does come up with the money to
pay the estate tax, family members are left with sig-
nificantly less capital to sustain and grow their busi-
ness. Businesses that cannot expand cannot hire or
invest. The result is fewer jobs, lower productivity,
and smaller incomes for American workers.

The burden of taxation on U.S. small businesses
is already extraordinarily high. The majority of U.S.
business owners face very high marginal tax rates
during their working years, often close to 50 per-
cent when counting payroll taxes.® A 40 percent tax
on what is left when an owner dies is just piling on
even more.

Not Just a Tax on the Wealthy

Itisnotjust the wealthy who are harmed by death
taxes. Capital is a key component of workers’ produc-
tivity. The death tax, by reducing the level of capital
available to workers, means that workers will have
less opportunity to increase their own productivity,
income, and wealth over their lifetimes.

Although the death tax is defended at times on
the grounds that it reduces income inequality in the
U.S,, it actually has a negligible impact on income
inequality and other forms of inequality. A recent
report by the Joint Economic Committee points to
the following studies and findings: Alan Blinder, for-
mer Vice Chairman of the Federal Reserve Board,
found that only about 2 percent of income inequal-
ity can be explained by inherited wealth; of the 400
wealthiest people on Forbes’s 2011 list, about 70 per-
cent of those individuals were self-made, meaning

1. A $5 million exemption was established in 2011. The exemption was later adjusted for inflation each year thereafter. The exemption applies

to each individual, so the estates of married couples can receive two times the exemption level, assuming proper planning and timely filing

action.

2. Repealing the death tax does not mean that assets transferred at death would be tax free. Rather, heirs would pay capital gains taxes on

inherited assets when they decide to sell them.

3. William W. Beach, “Seven Reasons Why Congress Should Repeal, Not Fix, the Death Tax,” Heritage Foundation WebMemo No. 2688,
November 9, 2009, http://www.heritage.org/research/reports/2009/11/seven-reasons-why-congress-should-repeal-not-fix-the-death-tax.

4.  For examples of such consequences, see, Patrick F. Fagan, “How the Death Tax Kills Small Businesses, Communities—and Civil Society,”

Heritage Foundation Backgrounder No. 2438, July 26, 2010,

http://www.heritage.org/Research/Reports/2010/07/How-the-Death-Tax-Kills-Small-Businesses-Communities-and-Civil-Society.

Ibid.

6. Curtis S, Dubay, “The Economic Case Against the Death Tax,” Heritage Foundation Backgrounder No. 2440, July 20, 2010,
http://www.heritage.org/research/reports/2010/07/the-economic-case-against-the-death-tax.
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the effect of the death tax on their estates.

insurance to help their heirs pay the death tax.

often reduced in size and competitiveness.

families who are substantially harmed.

Special Interests Want to Keep the Death Tax
Certain special interest groups like the death tax because it benefits them financially.

®m  Estate-tax lawyers and planners make a living helping individuals and businesses legally minimize
® Life insurance companies collect expensive premiums from family business owners who buy

®  Large businesses—such as multinational corporations—face less competition because the death tax
encourages smaller, often family-owned businesses to stay small in order to avoid the death tax or
to sell their business before they die. Family-owned businesses that do have to pay the death tax are

For every special interest that benefits from the death tax, however, there are individuals and

they built their own fortunes, rather than having
had help from family or inheritances; and, according
to the 2011 U.S. Trust Survey, 73 percent of individu-
als with over $3 million in net worth did not accumu-
late any of their wealth through inheritance.”

The death tax also encourages Americans to con-
sume more and invest less. Why save if the govern-
ment is ultimately going to confiscate 40 percent of
your estate? All told, lower savings and investment
lead to a less dynamic U.S. economy. The immedi-
ate consumption and foregone savings means that
private businesses have less money to invest, which
results in fewer American jobs and lower wages.

Little Bang for the Buck

Estimates of the impact of the death tax on fed-
eral revenue vary significantly. Static estimates that
include only the direct receipts from the tax itself
show a small positive revenue gain. The Congres-
sional Budget Office, for example, projects that the
federal estate (and related gift taxes) will generate a
modest 0.65 percent of federal tax revenues between
2015 and 2024 under this scoring method.?

On the other hand, dynamic models that take into
account distortions in economic activity caused by
the taxshow smaller net receipts from the tax or even
negative impacts on federal revenue. The American
Family Business Foundation found, for example, an
$89 billion loss in revenue over the 2011-2021 period
due to the existence of the death tax.’

This Backgrounder concludes that the true figure
almost certainly lies somewhere between these two
estimates. Using dynamic scoring that incorporates
only one transmission channel (the impact of the
death tax on the cost of capital and thus on future
investment and job growth), we estimate that death
tax receipts under current law will account for only
0.5 percent of federal revenue between 2015 and
2024.1°

What all these studies conclude is that the reve-
nue impact of the death tax is negligible. At best, the
tax delivers little bang for the buck; at worst, it costs
the federal government more than it gains.

While the death tax accomplishes little in the way
of revenue or income redistribution, it does gener-
ate significant economic harm. At a minimum, the

7. Joint Economic Committee Republicans, “Cost and Consequences of the Federal Estate Tax, An Update,” July 25, 2012,
http://www.jec.senate.gov/republicans/public/?a=Files.Serve&File_id=bc9424c1-8897-4dbd-b14c-a17c9c5380a3 (accessed September 10, 2014).

8. Congressional Budget Office, “An Update to the Budget and Economic Outlook: 2014 to 2024," August 2014,
http://www.cbo.gov/publication/45653 (accessed September 15, 2014).

9.  Stephen J. Entin, “A Score of the Death Tax Repeal Permanency Act,” American Family Business Foundation, April 5, 2011,
http://nodeathtax.org/uploads/view/2502/a_score_of_the_death_tax_repeal_permanency_act.pdf (accessed September 10, 2014).

10. See Appendix for full results and methodology of this estimate.
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death tax reduces savings and investment and leads
to lower levels in the overall stock of capital in the
economy. It also destroys small and family enter-
prises, at the least reducing their size and ability to
grow, both reducing jobs and potentially increas-
ing inequality." This Heritage study estimates that
because of the death tax, the American economy
generates 18,000 fewer jobs each year than it would
if the tax were repealed.

Repeal the Death Tax,
Expand Economic Opportunity

Federal policy leaders should eliminate the death
tax. The economic harm imposed by the continua-
tion of the federal death tax is not worth the small
amount of revenue it might generate. Ideally, of
course, Congress would reform the entire tax sys-
tem and eliminate all taxes on capital, including
capital gains and dividends. Absent that, repeal of
the death tax is an important intermediate improve-
ment of the tax code.

—John L. Ligon is Senior Policy Analyst and
Research Manager, Rachel Greszler is Senior Policy
Analyst in Economics and Entitlements, and Patrick
D. Tyrrell is Research Coordinator, in the Center for
Data Analysis, of the Institute for Economic Freedom
and Opportunity, at The Heritage Foundation.

1. The death tax induces substantial compliance costs that generate extensive and expensive estate planning to reduce individuals' death tax
burdens. Numerous studies have posited that the compliance costs of the death tax exceed the revenue it generates. Henry J. Aaron and
Alicia H. Munnell, “Reassessing the Role for Wealth Transfer Taxes,” National Tax Journal, Vol. 45, No. 119 (June 1992); B. Douglas Bernheim,

“Does the Estate Tax Raise Revenue?" Tax Policy and the Economy, Vol. 1 (1987), pp. 113-138; and Alicia H. Munnell, “Wealth Transfer Taxation:
The Relative Role for Estate and Income Taxes,” New England Economic Review, Vol. 19 (November/December 1988).
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Appendix

Simulation Conclusions and Methodology

Heritage Foundation economists in the Center
for Data Analysis (CDA) estimated the impact of a
full repeal of the federal estate tax (and related gift
taxes), effective January 1, 2015, on the economy and
federal budget over a 10-year forecast horizon, from
2015 to 2024.

To conduct this simulation analysis, CDA econo-
mists employed the THS Global Insight (GII) Sep-
tember 2014 Quarterly Macroeconomic Model. The
GII model is widely used by Fortune 500 companies,
prominent federal agencies, and economic forecast-
ing departments. The methodologies, assumptions,
conclusions, and opinions in this analysis are entire-
ly the work of CDA economists and do not necessar-
ily reflect the views of the owners of the model.

To begin, CDA economists used estimates by the
nonpartisan Congressional Budget Office (CBO)
of federal estate and gift taxes from 2015 to 2024,
which average $26.1 billion.’? Thus, repeal of the fed-
eral estate and gift taxes are expected to reduce stat-
ic federal revenues by an average of $26.1 billion over
the 2015-2024 period (beginning as $21.5 billion in
2015 and rising to $30.5 billion in 2024).

The estate tax is a tax on capital. To capture the
macroeconomic impact of eliminating the estate
and gift tax, CDA economists simulated the reduc-
tion in taxes as a reduction in corporate interest
rates as measured by the yield on AAA-rated corpo-
ratebonds and BAA-rated corporate bonds. Previous
studies show a direct link between wealth-transfer
taxes and investment yields: A 2000 study by MIT
economist James Poterba estimated that federal
estate and transfer taxes add at least 1.3 percent to
the cost of owning capital in the United States;"® a
1996 study by former CDA director William Beach

estimated that the federal estate and transfer taxes
add 3 percent to the cost of owning capital.'* Based
on current estate-tax-law parameters, CDA econo-
mists targeted adjustments to the add factors'™ on
the series on AAA-rated corporate bonds and BAA-
rated corporate bonds by 2.5 basis points. Using
the add-factor adjustment to these economic series
allows the series to remain endogenous to the model
as it solves. This parameter value lies between the
estimates by James Poterba'® and William Beach"
relating to the economic effect that the federal estate
tax likely has on the cost of capital.

According to the GII model, a full repeal of the
federal estate tax (and related gift taxes) would
result in a stronger U.S. economy over the forecast
horizon. The policy change is assumed to be imple-
mented in 2015, and over a 10-year forecast horizon
(2015-2024) induces $46 billion in inflation-adjust-
ed economic growth. The stronger economy would
generate an average of 18,000 private-sector jobs
annuallyin the U.S.

Beyond a top-line stronger U.S. economy, over-
all real net worth of American households would
increase a little more than $300 billion annually
over the 10-year policy forecast horizon.'® Nearly
all of this increase in household wealth would occur
in household holdings of financial assets. Over the
forecast period there is an average annual increase
in real private-sector domestic investment of nearly
$3 billion, and an average annual increase in the real
capital stock of $14 billion.

The macroeconomic simulation does not model
the impact of additional federal policy reform that
could lead to a stronger economy. This scenario
simulates the likely economic effects of this one par-
ticular policy change assuming no other changes

12.  Congressional Budget Office, "An Update to the Budget and Economic Outlook: 2014 to 2024, Table H-2: Revenues, by Major Source,
Since 1974, http://www.cbo.gov/sites/default/files/cbofiles/attachments/45010-Outlook2014_Feb.pdf (accessed September 16, 2014).

13. James M. Poterba, “Estate Tax and After-Tax Investment Returns,” in Joel M. Slemrod, ed., Does Atlas Shrug? (Cambridge, MA: Harvard

University Press, 2000), p. 339.

14.  William W. Beach, “The Case for Repealing the Estate Tax,” Heritage Foundation Backgrounder No. 1091, August 21, 1996,
http://www.heritage.org/research/reports/1996,/08/bg1091nbsp-the-case-for-repealing-the-estate-tax.

15.  Add factors are adjustments applied to equation residuals in the forecast modeling system. These adjustment factors are applied to account
for possible over-predictions or under-predictions on forecasted time-series variables.

16. Poterba, "Estate Tax and After-Tax Investment Returns.”

17.  Beach, “The Case for Repealing the Estate Tax."

18. This is only 0.36 percent of the average annual household inflation-adjusted net worth in the forecast scenario without a federal death tax.




BACKGROUNDER | NO. 2956
SEPTEMBER 23, 2014

to federal policy. Thus, any changes in government
spending that may occur as aresult of changes in the
economy are not included. Likewise, although the
model shows an increase in non-estate and gift tax
revenues, we do not model the effect of those reve-
nues as a change in the federal spending or taxation.

As mentioned, the CBO has estimated that, on
a static basis, the repeal would result in a loss of
$261 billion in federal tax receipts over 10 years.
The results of the dynamic simulation, which only
include the direct impact of repeal on the cost of capi-
tal, show an offsetting increase of $33 billion over the
10-year period. Although this still suggests a $228
billion reduction in federal revenues, the simulation
does not attempt to quantify the additional federal
tax revenues that would be gained as a result of more
capital being subject to the capital gains tax or the
additional federal tax revenues that would be gained
as a result of reduced distortions currently generat-
ed by the death tax. Federal government spending is
estimated to increase slightly relative to the baseline
due to the growing economy, but this spending is off-
set by the additional federal tax revenues.

Potential Shortcomings
in Simulation Modeling

As with all economic forecasts, this analysis is an
estimate, and ultimately cannot predict the precise
impact of a full repeal of the estate tax. The findings
of this dynamic simulation analysis are consistent
with economic theory and empirical findings in both
expected and actual sign changes on macroeconom-
icvariables, even though for all intents and purposes
the exact magnitude of changes in economic vari-
ables may be higher or lower.

While some weaknesses are inherent in any fore-
cast, this particular estimate may overestimate or
underestimate true economic effects in the follow-
ing ways:

m The analysis incorporates the added capital gains
tax revenues that would come from the increase
in capital stock, but it does not incorporate other
added capital gains tax revenues that would come
from some capital being taxed at the capital gains
tax rate that would otherwise have been taxed at
the estate tax rate. Because capital passed on at
death is often not realized in the short term, it
is difficult to estimate the size or timing of even-
tual capital gains tax revenues that will accrue
from such taxes. In this respect, this analysis
overstates the net change in federal tax revenues
(the net loss would be lower than the projected
decline of $228 billion, or 0.57 percent of federal
tax revenues).

m This analysis estimates a repeal of the federal
estate and gift taxes with no change in the cur-
rent carryover treatment of inherited capital.
This would leave an inequity in capital gains taxa-
tion between inherited and non-inherited capital.
Inheritances subject to the estate tax currently
receive a step-up in basis, meaning that the basis
for inheritors paying the tax is set at the current
market price, as opposed to the price paid by the
deceased owner. This prevents another layer of
double taxation on transferred assets. However,
if the estate tax were eliminated, policymakers
may replace the current step-up in basis with a
carryover basis, meaning that inheritors would
pay capital gains taxes (When they choose to sell
their inherited assets) based on the original pur-
chase price of the assets, as opposed to the value
when they inherit them. If policymakers were to
replace the step-up in basis with a carryover basis,
the actual loss in revenue from eliminating the
death tax would be significantly lower than pro-
jected by this analysis and might, very well, even
result in a net increase in tax revenues.
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APPENDIX TABLE 1

The Economic and Fiscal Effects of Eliminating the Federal Estate and Gift Tax (page 1 of 3)

ECONOMIC INDICATORS

Average,
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2015-2024
Gross Domestic Product (Billions of Inflation-Adjusted 2009 Dollars)
Forecast 16,515.7 17,037.2 17,575.2 18,020.6 18,477.9 18,946.5 19,402.1 19,859.2 20,325.2 20,806.3 18,696.6
Baseline 16,513.9 17,035.1 17,571.9 18,016.4 18,472.4 18,940.7 19,396.1 19,853.2 20,319.4 20,800.5 18,692.0
Difference 1.8 2.2 33 42 54 58 59 59 5.8 58 4.6
Total Employment
Forecast 141,326,400 143,769,500 146,000,400 147,396,600 148,451,000 149,678,700 150,537,300 151,384,700 152,236,000 153,121,900 = 148,390,250
Baseline 141,314,100 143,756,300 145,984,400 147,377,400 148,427,700 149,654,700 150,515,500 151,366,400 152,221,600 153,111,100 = 148,372,920
Difference 12,250 13,200 16,025 19,200 23,300 24,000 21,800 18,275 14,400 10,775 17,323
Private-Sector Employment
Forecast 119,323,900 121,622,300 123,612,400 124,749,600 125585900 126,426,100 127,184,300 127,782,500 128,378,500 129,015,500 = 125,368,100
Baseline 119,312,800 121,610,400 123,597,200 124,731,200 125,563,000 126,402,100 127,161,600 127,762,500 128,361,500 129,001,400 = 125,350,370
Difference 11,025 11,875 15,200 18,375 22,850 24,000 22,675 20,000 17,000 14,175 17,718
Civilian Unemployment Rate (Percent)
Forecast 5.80 5.54 522 5.12 5.09 5.03 5.00 5.02 5.03 4.99 5.19
Baseline 5.81 5.54 5.23 5.13 5.10 5.03 5.01 5.03 5.04 5.00 5.19
Difference -0.01 0.00 -0.01 -0.01 -0.01 -0.01 -0.01 -0.01 0.00 0.00 -0.01
Household Formation (Millions of Households)
Forecast 124.46 126.10 127.70 129.17 130.44 131.71 132.96 134.20 135.44 136.69 130.89
Baseline 124.46 126.09 127.70 129.17 130.44 131.71 132.95 134.19 135.43 136.68 130.88
Difference 0.00 0.00 0.00 0.00 0.01 0.01 0.01 0.01 0.01 0.01 0.01
Personal Income (Billions of Inflation-Adjusted 2009 Dollars)
Forecast 13,973.3 14,515.5 15,115.3 15,592.3 16,049.7 16,490.4 16,900.6 17,325.7 17,772.6 18,230.0 16,196.5
Baseline 13,973.1 14,515.5 15,114.6 15,591.0 16,047.6 16,488.1 16,898.2 17,323.4 17,770.4 18,227.7 16,194.9
Difference 0.3 0.1 0.8 13 21 24 24 23 2.2 2.2 1.6
Consumer Spending (Billions of Inflation-Adjusted 2009 Dollars)
Forecast 11,230.0 11,599.1 11,995.2 12,336.3 12,651.3 12,936.5 13,223.8 13,515.4 13,815.4 14,1335 12,743.7
Baseline 11,228.6 11,597.9 11,993.3 12,3334 12,647.0 12,931.5 13,218.5 13,509.9 13,810.0 14,128.1 12,739.8
Difference 14 1.2 19 3.0 4.3 5.0 53 55 5.4 5.4 3.8
Household Net Worth (Billions of Inflation-Adjusted 2009 Dollars)
Forecast 79,138.8 80,532.5 82,291.7 83,927.2 85,482.3 86,944.6 88,500.0 90,185.1 91,990.2 93,846.5 86,283.9
Baseline 78,907.7 80,271.8 82,002.3 83,621.8 85,163.9 86,619.3 88,171.9 89,853.3 91,654.9 93,508.1 85,977.5
Difference 231.1 260.7 289.4 305.4 318.4 325.4 328.0 331.8 335.3 338.5 306.4
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APPENDIX TABLE 1

The Economic and Fiscal Effects of Eliminating the Federal Estate and Gift Tax (page 2 of 3)

Average,
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2015-2024
Effective Real Capital Stock (Billions of Inflation-Adjusted 2009 Dollars)
Forecast 18,025.8 18,723.1 19,504.9 20,381.4 21,285.8 22,183.0 23,100.0 24,039.4 24,996.9 25,994.6 21,8235
Baseline 18,023.1 18,718.3 19,497.7 20,371.3 21,2729 22,167.6 23,082.3 24,019.6 24,975.2 25,971.1 21,809.9
Difference 2.7 4.8 7.2 10.0 12.8 15.5 17.8 19.8 21.7 235 13.6
Gross Private Domestic Investment (Billions of Inflation-Adjusted 2009 Dollars)
Forecast 2,867.0 3,078.5 3,244.2 3,330.7 3,416.1 3,516.5 3,598.7 3,683.3 3,772.9 3,867.6 3,437.5
Baseline 2,866.3 3,077.2 3,241.8 3,328.0 3,412.8 3,513.2 3,595.4 3,680.0 3,769.6 3,864.2 3,434.9
Difference 0.7 13 2.4 2.7 3.2 33 33 33 33 3.4 2.7
Private Fixed Nonresidential Investment (Billions of Inflation-Adjusted 2009 Dollars)
Forecast 2219.596 2346.247 2493.6 2604.251 2686.013 2772.285 2861.1 2947.969 3033.662 3129.828 2,709.46
Baseline 2218.519 2344.881 2491.458 2601.701 2683.094 2769.164 2857.923 2944.714 3030.316 3126.365 2,706.81
Difference 1.07675 1.36625 2.14175 2.55 2919 3.12175 3.17675 3.2555 3.346 3.46275 2.64
Private Fixed Residential Investment in Equipment and Structures (Billions of Inflation-Adjusted 2009 Dollars)
Forecast 578.3 666.8 684.9 673.3 678.9 690.3 686.6 682.4 685.4 689.7 671.7
Baseline 578.6 666.9 684.9 673.2 678.8 690.1 686.4 682.3 685.4 689.7 671.6
Difference -0.4 -0.1 0.0 0.1 0.2 0.2 0.2 0.1 0.1 0.0 0.0
Net Exports of Goods and Services (Billions of Inflation-Adjusted 2009 Dollars)
Forecast -448.8 -511.4 -551.9 -554.8 -515.4 -453.9 -383.3 -321.0 -262.3 -207.7 -421.1
Baseline -448.4 -511.0 -550.8 -553.2 -513.2 -451.3 -380.6 -318.2 -259.5 -204.8 -419.1
Difference -0.4 -0.4 -1.1 -1.6 -2.2 -2.6 -2.7 -2.8 -29 -2.9 -2.0
Consumer Price Index, All-Urban (Percent)
Forecast 241 2.45 2.49 2.55 2.60 2.65 271 2.77 2.83 2.90 2.64
Baseline 241 2.45 2.49 2.55 2.60 2.65 271 2.77 2.83 2.90 2.64
Difference 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Yield on 10-Year Treasury Notes (Percent)
Forecast 3.23 3.73 4.20 4.21 421 4.21 4.21 4.21 4.21 4.21 4.06
Baseline 3.23 3.73 4.20 4.21 4.21 4.21 4.21 4.21 4.21 4.21 4.06
Difference 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Discount Rate on 3-Month Treasury Bills (Percent)
Forecast 0.35 1.99 341 3.51 3.51 3.51 3.51 3.51 3.51 3.51 3.03
Baseline 0.35 1.99 3.41 3.51 3.51 3.51 3.51 3.51 3.51 3.51 3.03
Difference 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
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APPENDIX TABLE 1
The Economic and Fiscal Effects of Eliminating the Federal Estate and Gift Tax (page 3 of 3)

FEDERAL BUDGET INDICATORS

Total,
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2015-2024
Federal Debt held by the Public (Billions of Dollars)
Forecast 13,494.7 14,013.6 14,563.0 15,156.3 15,782.5 16,3733 16,950.1 17,563.2 18,210.2 18,862.8 18,862.8
Baseline 13,490.4 14,009.0 14,558.4 15,151.4 15,776.8 16,366.9 16,942.6 17,554.4 18,199.7 18,850.7 18,850.7
Difference 4.3 4.7 4.6 49 57 6.4 7.5 8.9 10.4 12.1 12.1
Federal Tax Receipts, Unified Budget Basis (Billions of Dollars)
Forecast 3,404.6 3,575.6 3,709.5 3,852.6 4,019.5 4,267.4 4,523.4 4,770.0 5,025.9 5,3339 42,482.4
Baseline 3,401.3 3,571.7 3,705.2 3,849.0 4,016.4 4,264.2 4,520.5 4,767.3 5,023.0 5,330.9 42,449.4
Difference 3.3 4.0 4.3 3.7 3.2 3.2 2.9 2.7 2.8 3.0 33.0
sptic Revenue 215 229 237 245 256 -26.7 27.7 -28.7 296 -30.5 -261.4
Net Change -18.2 -18.9 -19.4 208 224 235 -24.8 -26.0 -26.8 275 2284
in Revenue
Federal Unified Budget Outlays (Billions of Dollars)
Forecast 3,850.8 4,000.8 4,165.1 4,352.1 4,551.9 4,764.4 5,006.4 5,289.3 5,578.9 5,892.7 47,452.3
Baseline 3,846.2 3,996.4 4,160.8 4,348.1 4,548.0 4,760.5 5,002.4 5,285.2 5,574.5 5,888.0 47,410.1
Difference 4.5 4.4 4.2 4.0 3.9 3.9 39 4.1 4.4 4.7 42.1
Federal FY Unified Budget Balance (Billions of Dollars)
Forecast -462.4 -411.0 -443.2 -492.6 -531.6 -506.0 -482.1 -505.3 -551.3 -561.1 -4,946.5
Baseline -460.8 -410.4 -443.2 -492.5 -530.8 -505.4 -481.1 -503.9 -549.7 -559.5 -4,937.3
Difference -1.6 -0.6 0.0 -0.1 -0.8 -0.7 -0.9 -1.3 -15 -1.7 -9.2

* Static revenue loss is the assumed loss of the revenue stream for the federal estate and gift taxes over

the 10-year period (2015-2024) as projected by the Congressional Budget Office (CBO).

** This net change in revenue is the summation of the dynamic (in difference) revenue stream and the static revenue stream as projected by the CBO.

Source: Heritage Foundation calculations using data from the IHS Global Insight 2014 September Short-Term Quarterly U.S. Macroeconomic Model. BG 2956 R heritage.org




