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D 
Characteristics of estate
 
tax wealth 

The estate tax return's use as a data source for the 
asset holdings of the wealthy is limited because the 
wealth reported on the return is not identical with what 
is ordinarily considered a man's personal wealth. The 
major differences between estate tax wealth and a more 
usual notion of personal wealth are summarized in chart 
16. 

Chart 16 Estate Tax Wealth 
and Personal Wealth 

Estate Tax Wealth 

Foreign Real Estate 

Pension and Annuity Wealth 
Represented Only By An Income Right 

Trust Interests Represented Only Byadd 
An Income Right 

Certain Community Property Interests 

Costs of Terminal Illness 

Lifetime Gifts Presumed to Be In Contemplation 
of Death 

su btract Remainder Interests In Certain Other Estates 

Difference Between Insurance Proceeds and its 
Cash Surrender Value 

- Total Personal Wealth of Top Wealthholders 

Some kinds of wealth enjoyed by living individuals, such 
as pensions, income rights in annuities and trusts, or 
foreign real estate holdings, were not generally required 
to be reported on the return. Other interests are included 
for estate tax purposes which are not part of a man's per
sonal wealth, for example, certain lifetime gifts. 

The fact that the assets are valued at or shortly after 
death may also change the size and composition of wealth. 
This is particularly important in the case of insurance 
for the full face value of the insurance is reported in the 
estate tax return and not the cash surrender value the 
asset had before death. There is also, of course, the 
effect of terminal illness reflected in either a smaller 
estate or a larger debt burden. Finally, there are im
portant questions of ownership tied closely to property 
laws and there may be some inherent understatement of 
wealth because the returns used were unaudited. 

PROPERTY INTERESTS INCLUDED 

The Federal estate tax is a tax on the transfer of 
property interests at death. Property transferred before 
death without retained' 'strings" or property which ceases 
to have a value when death occurs is, of course, not sub
ject to the tax. Thus to be shown on the estate tax return 
the property must have been owned by the decedent at 
death and have a value after his death. The one exception 
to this was gifts made during the three years before 
death, presumed to be in contemplation of death. 

Usually the way in which ownership existed determined 
the portion of the property included. Property ownership 
could take several forms: (1) property owned jointly with 
right of survivorship; (2) property held under a general 
power of appointment; (3) property held solely by the 
decedent or as a tenant in common, in a partnership for 

.. example; (4) community property under the laws of the 
States of Arizona, California, Idaho, Louisiana, Nevada, 
New Mexico, Texas and Washington; and (5) certain prop
erty transferred during life by gift. The entire value of 
jointly owned property was included except that portion 
attributable to the contributions of the surviving joint 
tenant(s). Property held under a general power of ap
pointment and property owned outright were included at 
their full fair market value. 1 

Community Property 

Under community property laws, generally whatever is 
acquired by the efforts of either husband or wife during 
marriage belongs to the marital community, not to the 
husband or wife separately. Property acquired either 
before marriage, or after marriage by gift or inheritance, 
usually remained the separate property of the spouse who 
acquired it and was taxed as such. For estate tax pur
poses half the community property is considered to be 
owned by each spouse. An exception to this occurs in 
New Mexico. If the husband predeceases the wife, one
half of the community property is includable in his estate. 
But following a court decision in 1931, if the wife dies 
first no part of the community property is includable in 
her estate. 2 This peculiarity of the law slightly under
states the number and wealth of married female top 
wealthholders. 

Lifetime Gifts 

Two kinds of transfers are included bylaw: (1) Incom
plete transfers - property interests given in such a way 

1If the decedent held a power of appointment under which he had authority 
only to confer the property upon some other person, then the value of the 
property was not includable. (For example, if the decedent possessed a 
power to appoint the property only to his own children.) 

2}Jernandey V. Becker (10th Cir., 1931). 
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Table 13.-ALL TOP WEALTHHOLDERS, BY SIZE OF TOTAL ASSETS, 1976 
[All figurea lII'e estimates bued on estate lex return I8I\'IPkl8 - numbenI of top WMIlhIloldeN _ In IhouMnda; .. money amounts _ In mlI1iona of doIIan] 

Slze"'lDtaI_ 

Total .. 
10 under $50.000 . 
$50.000 under '100.000 .. 
'100,000 under .150.000 .. 
'150,000 under 1250.000 .. 
1250,000 under S5OO.000 .. 
S5OO,OOO under '1.000.000 . 
'1.000,000 under 15.000.000 . 
15.000.000 Of' more . 

-'" "'f:" 
(1) 

8,885.0 
318.8 

1,2e8.3 
2,437.8 
2.488.3 
1.488.0 

487.7 
212.1 

15.0 

T..... HoI_- - Amount 

(2) (3) (4) (5) 

2,212,731 7,883.4 343.788 1.888.833 
10.802 300.8 4.848 5.854 
85.881 1,207.8 30._ 85.052 

31o,e35 2,131.1 44,708 285._ 
472.782 2,213.4 85,251 407.531 
488.441 1.387.8 88,_ 428,538 
318._ 448.8 45.837 273.085 
388.085 208.1 51,783 317.302 
135,184 14.7 30,531 104.883 

-(8) 

8.283.3 
284.8 

1.158.8 
2.324.1 
2,383.7 
1.435.7 

481.1 
208.2 

15.0 

Amount 
(7) 

280.784 
1.138 

10._
88.m 
88.528 
85.821 
30.353 
23,210 

4.288 

Slze"' __ 

Total . 
SO under $50.000 .. 
$50.000 under '100.000 . 
'100.000 under .150.000 . 
'150.000 under 1250,000 . 
1250.000 under .500.000....... . . 
$500.000 under '1,000,000 .. 
'1,000,000 under '5.000.000 .. 
15,000.000 Of' more .. 

T_"'_-~ 

CoIpor8lo - -T..... CoIpor8lo Md forwIgn- Amount - Amount - Amount 

(8) (8) (10) (11) (12) (13) 

5.887.8 530,874 3.328;! 128.~ 1.480.8 27.~ 
88.5 732 

838.3 7,438 "438.1 "1,382 " •.5 ··578 
1._.8 41,828 878.3 8,821 338.8 3.213 
1.782.7 80,280 838.1 17.781 448.5 8,_ 
1.183.1 110,880 887.7 22.857 345.8 8.188 

407.8 81,480 253.2 22._ 143.1 5.055 
188.3 135,250 142.0 40.881 81.2 4.473 

13.8 83.188 11.0 14,858 7.4 1.801 

- -(14) (15) 

1.877;r 17.4!! 

"368.5 ··701 
887.1 4.107 
513.7 5.573 
287.0 4.338 
82.3 1.707 
37.4 855 

1.7 137 

_-~ lJIo __ oquIIy _Md,--"" 

SIzo"'lDtaI_ 

884.7 38.315 547.7 "',283 

- Amount - -
(20) (21) (22) (23) 

8.708.2 42,287 2,404.4 87.727 
318.8 2.032 ·38.8 ·320 

1,288.3 8,558 145.4 1.088 
1.834.0 8.481 838.0 8.853 
1.782.5 8.212 777.5 20.881 

875.8 7.108 558.5 22.338 
_.8 3.188 224.8 18.413 
131.5 2._ 112.2 12.080 

8.8 438 10.5 4.884e-tu __ 

0lIl0r _ 
_of GloM.-.. - Nol_- -(28) (28) (30) (31) (32) 

8,214.8 271.78 118.187 40.887 37,10< 
_.5 

t~ 
488 78 11 

1,241.1 12, 4.008 811 251 
2,245.4 32 31.887 4.482 3,82 
2.328.8 ....011 43,138 8,532 

~~1.413.3 ~:: 28,550 8,272 
488.8 38. 8.807 8,180 5.~ 
205.8 83,11 4.088 7.375 8.~

14.8 18;82 313 4._ 4.1 

·82 
811 

2,203 
5,401 
8.841 

21.077 
8.878 

··3,831 
7.824 

18.120 
28.747 
17.871 
17.558 
8,878 

·17.5 
57.2 

122.0 
140.8 
114.2 
88.4 

8.8 

"201.8 
427.2 
575.7 
485.2 
175.3 
85.2 

8.0 

(28) (27)- Amount 

Noo_ponIo_-

·221._ 
3,877 
8.722 
8,4OIl 

14.155 
5.844 

·13.1 
78.1 

188.4 
187.8 
85.0 
88.4 

4.8 

-
(24) (25) 

- - - -

- Amount 

SIze'" __ 

0lIl0r _ _ Md _ 

Total . 
SO under $50.000................................. .. .. 
$50.000 under '100,000 .. 
'100.000 under .150.000 .. 
'150.000 under 1250.000 .. 
1250.000 under S5OO,OOO .. 
'500.000 under '1.000,000 . 
'1.000,000 under 15,000.000 . 
15.000.000 Of' mono . 

Total 7,531.0 770.787 
SO under '50.000 188.7 4._ 
$50.000 under '100.000 1.148.8 51.022 
'100,000 under .150.000.................................................................. 2.144.7 140._ 
'150.000 under 1250.000.................................................................. 2.144.5 183.851 
1250.000 under S5OO.000.................................................................. 1,280.5 185.358 
S5OO.000 under '1,000.000 4OIl.8 88._ 
'1.000.000 under 15,000,000............................................................. 184.3 75.000 
15.000,000 Of' more 12.7 21,238 

·e-Ihould be.-""""", K It_._ "' .. _....- of _ ... .-.. on _••o.ta __ 10 _ -.. '" __ lor -""" _ _ 

NOTE: DoIaIl moy nol odd to loloI _ '" IllUIldIng. 





























































































































































328 Personal Wealth Studies 

could be found were used for part of the analysis 
presented in Steuerle's paper. 

Estate tax returns require filers to list legatees 
along with their Social Security number and 
amount bequeathed them. Steuerle formed a 
second analysis file consisting of all nonspousal 
legatees who received $50,000 or more and for 
whom an income tax return could be found for 
1975 and 1978. Thus, he has a set of legatees 
for whom he knows taxable income shortly before 
and shortly after the receipt of a bequest of 
$50,000 or more. The size of this sample is 
1,451 legatees. 

Thus, he has two sets of data, one relating dece
dent's wealth to income in the year preceding 
death and another relating the income in years 
preceding and following an inheritance to that 
inheritance. 

The sample can be unbiased by weighting the 
observations by the reciprocals of mortality rates 
applicable to decedent characteristics. In table 
C4.1, I compare the asset composition in Steue
rle's sample of decedents to the asset composition 
of the SOl file after it was weighted to represent 
the living population sufficiently wealthy to file 
estate tax returns were they to die. The weighting 
reverses the relative importance of real estate and 
corporate stock - the two largest asset types, and 
ones that have quite different income realization 
potentials because real estate is dominated by 
owner-occupied structures. 

Table C4.1 Comparison of Asset Composition from Weighted 501 File and 
Unweighted Collation File 

Percentage of Total Wealth 

Weighted Unweighted 
Asset 501 Collation 

Corporate stock 23.9 40.7 
Real estate 34.8 22.3 
Cash, bonds, notes, and mortgages 22.5 27.4 
Noncorporate business 4.5 2.7 
Other assets 14.2 7.0 
Total Assets 100.0 100.0 
Debts 15.5 7.3 
Net worth 84.5 92.7 

I applaud the kind of administrative record match
ing Steuerle is doing; we need a lot more of it. In 
its present state the data are not representative of 
any meaningful population, however, and our uses 
of them should keep this in mind. Steuerle notes 
that the SOl file was stratified according to size of 
gross estate. He argues that because his analysis 
deals primarily with issues of within- and between
wealth classes that the unweighted form of his file 
will not be biased. 

Although I agree with this proposition so far as he 
wishes to make statements about rich decedents 
and draw some inferences about income/wealth 
relationships, it does not follow, that one can 
safely make inferences about the importance of 
income/wealth relationships for the living popula
tion, which is the relevant one. The estate tax 
returns are a sample of wealthy, living persons 
stratified by age, sex, race, and marital status. 
The stratification occurs because the sample is 
drawn by death, and factors that influence mortali
ty rates make it unrepresentative of the living 
population. For instance, his sample overrepre
sents older persons who have a higher probability 
of dying than do younger ones. 

SOURCE: Schwartz 1983. 

To the extent that behavior related to age, sex, 
and other mortality-related variables bear upon 
realization rates or portfolio composition, properly 
weighted data would give different results. 
Steuerle's main point, that the variance of realiza
tion rates is so high as to render realized income 
an inappropriate measure of well-being is so 
obvious in the data that it will likely hold when the 
sample is weighted, but the observed dispersion of 
the realization rates will be compressed some. His 
findings also pose considerable challenge to 
researchers who would link income and wealth 
either by capitalizing income flows or by convert
ing asset value to yield. I will return to these 












