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Repealing the Estate Tax Could Mean a Loss of Millions for Texas 

In 2001, Congress voted to phase out and eventually eliminate the federal estate tax, 
but the estate tax is currently due to jump back to life in 2011.  The Administration 
and the Congressional leadership now want to permanently repeal the estate tax.  The 
House of Representatives passed a bill in April to repeal the tax.  The U.S. Senate is 
likely to consider soon legislation to repeal the tax or drastically reduce the revenue 
from the tax by cutting the tax rate and expanding exemptions.  Many of the proposals 
to “mend it, don’t end it” aren’t much better than total repeal, costing up to 80% of the 
cost of outright elimination.   

Repealing the federal estate tax would cost tens of billions of dollars a year – totaling 
$1 trillion in just ten years.  The federal estate tax is the fairest way to raise the 
revenue we need to avoid the budget cuts proposed by the Administration and the 
Congressional leadership for health and human services.  With the ongoing war in 
Iraq and the devastation from Katrina, we can’t afford to cut federal taxes now.    

This report by USAction Education Fund shows that only 1,347 Texans paid the estate 
tax in 2003, while tens of thousands of Texans could lose important services if 
proposed federal budget cuts are enacted.  For more information, go to 
http://www.usactioneducationfund.org/site/pp.asp?c=kuIVLbP5G&b=1013759 and 
click on "Texas" for the state-specific report. 

Texas has an inheritance tax linked to the federal estate tax, but our state tax doesn’t 
cost the taxpayer a single extra penny.  The federal government gives the taxpayer a 
dollar-for-dollar credit for every dollar paid the state.  This tax generated $425 million 
for Texas in 2002, before phase-out of the federal tax started, but is expected to 
produce only $35 million in 2006 and zero in 2007.  If Congress repeals the federal 
estate tax permanently, then the state inheritance tax will never again provide 
revenue.  On the other hand, if the effort to repeal the federal estate tax is turned back, 
then when the federal tax is again collected, the state inheritance tax will again raise 
money to meet vital state needs.   
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