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Eliminating New Jersey’s Estate Tax:
Like Robin Hood in Reverse

Cutting this tax on inherited wealth would benefit the
wealthiest while taking $300 million a year away from
colleges, health care and other crucial services

By Jon Whiten
Deputy Director

By seeking to eliminate one of New Jersey’s taxes on inherited wealth,' Gov. Christie’s latest
proposal would deliver the greatest benefit to New Jersey’s most well-off households while
seriously threatening resources needed for public colleges, safe communities, health care and
other important building blocks of a strong economy.
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increasingly concentrated in so few hands.
With the wealthiest 1 percent in New Jersey holding 21 percent of the state’s income — a level of
inequality not seen since the 1920s* — this tax, which preserves key public investments that stoke
economic opportunity for all, is needed more than ever.

Opponents of this important source of revenue for public needs claim a tax on the wealthiest is a
hardship for them. Here are some facts to clarify this debate:

* Each year about 70,000 people in New Jersey die. On average, fewer than 3,000 of the
estates they leave — just 4 percent — owe any estate tax. These estates belong to New
Jersey’s wealthiest households.’



*  Only 94 estates — the very largest, each of which has taxable assets of more than $5.34
million — pay 41 percent of estate tax in a given year. Eliminating this tax would give
these wealthy families a tax break averaging $1.3 million — a reduction 58 times larger
than the break for the families with taxable assets between $675,000 and $1 million.

New Jersey’s Estate Tax is Mostly Paid
by Very Wealthy Families
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* The estate tax is clearly not a tax on the middle class. The median net worth of all Garden
State households is $117,000 and the threshold for filing an estate tax return is five times
that amount. Even households at the top — those with the highest 20 percent of assets —
have an average net worth of $366,000, still far below $675,000 — the level at which the
estate tax kicks in.°

* Even with New Jersey’s higher-than-average home values, the estate tax is clearly not a
hardship for most of those the governor claims are “middle class families who want to
pass down the family home.” In fact, the average home in New Jersey is worth $355,685,
about halfway to the estate tax threshold. Not a single county has average home values of
over $505,000. And less than 10 percent of municipalities — which represent just 4
percent of New Jersey’s population — have average home values of $675,000 or more.’

* Nothing passed on to a surviving spouse, civil union or domestic partner is subject to the
estate tax. And the amount of estate tax owed is reduced by any New Jersey inheritance
tax paid, ensuring that inherited wealth is not taxed twice.

Furthermore, there is no credible evidence to support the contention that taxing inherited wealth
drives hordes of wealthy families to leave New Jersey before dying. While plenty of older people
leave New Jersey every year, few are fleeing the estate tax. On the whole, older New Jerseyans



leave the state to retire to warmer areas or in locales with lower housing costs or lower property
8
taxes.

The facts on supposed “tax flight” are clear:

* New Jersey has the third most millionaire households on a per-capita basis in the nation,
according to one wealth management firm’s estimates. And the share of these
households, with over $1 million in “investable assets,” has grown to 7.1 percent of all
households in 2014 from 6.5 percent in 2006, representing an increase of about 25,000
millionaire households.’

* Revenue collected from New Jersey’s estate and inheritance taxes has grown by 44
percent in the last 13 years, rising to $687.4 million in the 2014 budget year from $478.1
million in the 2001 budget year — making clear that claims of widespread estate tax
avoidance by the wealthy are overblown at best.'”

* New Jersey is consistently in the top 10 states for median household net worth and has an
average household net worth at close to twice the national average."

* Families and individuals appreciate the benefits of living in New Jersey, such as excellent
schools, convenient access to two major cities and bustling small towns. These factors
weigh much more heavily in location decisions than estate taxes.

Eliminating the estate tax would deprive New Jersey of resources needed to promote widespread
prosperity while benefiting the state’s highest net-worth households the most. The Garden State
does not need, and cannot afford, to take this step backward.
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from an unpublished Office of Legislative Services analysis of Fiscal Year 2012 to Fiscal Year 2014 data
provided to lawmakers in January 2015.
* The Economic Policy Institute’s Economic Analysis and Research Network, The Increasingly Unequal
States of America: Income Inequality by State, January 2015. http://www.epi.org/publication/income-
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