(Taxed to Death - and Beyond  9/6/05)

As Congress reconvenes this week, one of the most pressing issues to be addressed is the permanent repeal of the estate tax, a.k.a. the 'death tax' - the moniker by which it it has become commonly referred.

As most know, the measure has already passed the House but stalled in the Senate.  This will no doubt be a high priority issue, perhaps top of the list, when the Senate goes back to work.

The initiative has stirred a lot of emotions on both sides of the issues - the usual partisan wrangling to be sure.  But whatever their political persuasion, farmers, perhaps more than anyone, know that the estate tax is an idea whose time has come and gone.

Limited space will prohibit a lengthy discertation about the history of the death tax, but a brief overview is warranted.  One can trace the origins of an estate tax of one form or another as far back as the seventh century B.C., but for our purposes  we'll just stick to it's emergence as a tool to raise revenue by the U.S. government in support of it's entry into World War I. 

The Revenue Act of 1916 introduced the modern-day income tax, and also contained an estate tax with many features of our modern system.  After an exemption of $50,000 (over $11 million in terms of today's wealth), tax rates started at 1 percent and climbed to 10 percent on estates over $5 million (over $1 billion by today's standards). Estate taxes were increased in 1917 as the U.S. entered World War I.

This measure was supposed to be temporary, but continued in one from or another until 1976 after a tax system overhaul that we still 'enjoy' today.  The problem is, that the estate tax as we know it has failed to keep pace with ever expanding wealth, and so even a small family farm or business (or an everyday homeowner for that matter), whose assets could easily exceed the $675,000 exemption prescribed by the current code, are taxed at the highest marginal rate.

As with many other policy issues, farmers find themselves at the center of the debate.  Adding insult to injury, some political pundits single out farmers, and those who support them, as they campaign for permanent repeal.  In his August 4 column in the Arkansas Times, Max Brantley referred to the permanent repeal measure as a "death tax scam."  Further, he attacked Senator Lincoln citing her "sentimental fiction about the noble and hard-pressed millionaire farmer (many of them awash in government subsidies and water they’ve sucked from our dying aquifer)."  Easy statements to make from the comfort of an air-conditioned office.  The barb about sucking water from a dying aquifer was hardly relevant to this debate, but a good indication of Mr. Brantley's obvious disconnect with Arkansas' largest industry.   

As family businesses (farmers included) have weathered economic storms for generations, they've taken comfort in the knowledge that their hard work and sacrifice has not been in vain.  Their children and their children's children would be able to pick up the mantle and carry on the family tradition - not just a living, but a way of life.  In today's economic climate, carrying on the family legacy under the constraints of the death tax would be a monumental task, maybe impossible for some.  But, farmer or not, those who hope to pass on an inheritance to their families would do well to take a hard look at the history of the estate tax so, as a nation, we're not taxed to death - and beyond.  
