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The Equalizing Effect of Estate Duty 
Priyadarshini Pillai 

The equalising effects of death duties, particularly estate duty, operate mainly in relation to the family, because 
inheritance is practically confined within the family. 

Schemes for the reform of inheritance taxes have sometimes been based on the argument that if further accumula
tion of capital in large holdings were halted, the normal process of division of estates among beneficiaries would tend 
to break up these holdings. This would call for lower rates of death duties, assuming that restrictions on further accu
mulation exist. 

But in a society like ours where restrictions on fresh accumulation hardly exist, a progressive estate duty would 
restrict further accumulation of fortunes only to the extent to which considerable splitting of estates among beneficiaries 
takes place. 

In this article a sample of estates is studied with a view to discovering the importance of splitting estates among 
beneficiaries. An attempt is also made to study the extent to which estate duty has affected the size of fortunes devolving 
by inheritance. 

HE methodology adopted is the one 
followed by Fijalkoswki Bereday'. 

The sample comprises 75 wills relating 
to estates over Rs 50,000 in Maharash
tra State for which probate Was grant
ed in the calendar year 1960 by the 
Bombay High Court. Estates which de
volved without wills by the deceased 
(which constitute the majority of the 
estates) are not covered in the sample 
because no data on the distribution of 
bequests are available for them, but 
generalisations for them have been at
tempted on the basis of the sample. 

Out of the total number of 890 estates 
in Maharashtra in respect of which pro-
bates, letters of administration and sue 
cession certificates were granted, 610 
estates developed by intestate succes
sion, i e, without any wills by the de
ceased. Of the latter, 415 estates were 
worth less than Rs 50,000 and were, 
therefore exempt from duty. That left 
280 estates (890 minus 610) devolving 
by will but 205 of them were within 
the exemption limit. Thus of the 270 
estates in Maharashtra which were lia
ble to estate duty in 1960, only 75 
devolved by wil l , and 195 without 
wills. The relation of the sample to the 
total number of estates is shown in 
Table I . 

An interesting feature about the 
sample is that, of the 75 persons who 

1 Fijalkoswki Bereday, Oxford Econo
mic Papers, 1954. In this case a 
sample of estates was studied in 
1944-45 in UK. It was found that 
for estates larger than £ 400,000 50 
per cent of the average net estate 
was left to a single beneficiary. For 
estates between £1,00,000 and 
£4,00,000 this percentage was 61 
and for those below £100,000 it 
was 64 per cent, 

2 For definitions refer to the expla
nations at the end of Table 3 

left wills, 28 were Parsees.- Another 
curious feature is that the total number 
of estates exceeding Rs 20,00,000 was 
only 5; the largest fortune did not ex
ceed Rs 25 lakhs. This need not indi
cate that accumulation of fortunes by 
individuals is on the wane but rather 
that it escapes notice and, therefore, 
tax. 

Method of Analysis 
The first step in the analysis is to 

find out the value of the main bequest. 
This is done by, first, picking out all 
estates above the minimum exempt from 
estate duty; then computing the value 
of estates after deduction of probate and 
other legal charges; third, deducting 
the liability to estate duty at the rates 
applicable; and, finally, estimating the 
value of the largest bequest in the wills. 
This last exercise is interesting from the 
sociological point of view. 

The gross value of estates (before le

gal charges and taxes) are given in the 
Reports of Surveyors attached to the 
wills. The probate values for these 
estates and the probate charges are also 
found therein. These charges have been 
subtracted from the gross value of each 
estate in the sample. 

The deduction of estate duty has been 
effected by applying the rates prevalent 
in 1960-61. The numerous exemptions 
and remissions of duty could not be 
followed up in each case. The amount 
deducted as duty probably over-esti
mates the actual liability. The net 
amount outstanding after estate duty re
presents the value passing to beneficia
ries. The share of the beneficiary who 
inherited the largest single portion has 
been derived by deleting the inner lega
cies as shown in the wills from these 
amounts. 

Table 2 compares the number of test
ators with that of beneficiaries and 
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gives gross and net values of the estates. 
It also shows the impact of death duties 
and of bequests upon the size of de
volving estates. 

The importance of family considera
tions in determining the choice of the 
main beneficiary is clearly brought out 
in Tables 3 and 4. If we analyse each 
class of beneficiary separately, the re
sults are as follows: 

Spouses: Table 3 shows that of the 
75 deceased estate-owners who left 
wills, 51 were survived by their spou
ses. Of these 51. the majority, i e, 33 
persons made their spouses their main 
beneficiaries. In all 41 per cent of all 
main bequests were left to surviving 
spouses. Only 15 testators left the main 
bequest to their children while their 
spouses survived and, in each case, the 
spouses were amply provided for. Only 
3 persons out of 75 by-passed their 
families altogether and left their spou
ses (wives) without anything and with
out a mention in the wil l . A further 
fact which emerges from the table is 
that the smaller the fortunate, the small

er was the percentage of those who left 
the entire estate to their spouses and 
the larger the proportion who provided 
outright for their children. 

Table 4 on consanguinity read in con
junction with Table 3 indicates that the 
main bequest varied from 48 to 78 
per cent in the case of spouses (row 
6, column 6, Table 4). Minor legacies 
also varied from 14 to 65 per cent 
(row 18, Table 4), being highest in 
Class II and Class V. 

Issues: Seventy two per cent of testa -
tors who had issues living made them 
their main beneficiaries (Table 3). About 
10 children were left the main bequest 
subject to life interest of their spouses; 
a large proportion of them were con
centrated in the lower grades of estates. 
Column 14 of Table 3 shows estates 
were nearly always divided equally 
when there was more than one child, 
which confirms the view that unequal 
division occurs mostly in the large 
estates where there is enough to pro
vide adequately for all dependants. 
Table 4 now indicates that the main 
bequest in these cases varied from 67 

to 99 pet cent in case of children when 
they were the main beneficiaries (col
umn 18). While this is so, minor lega
cies in this case were nil in almost all 
cases except in the range Rs 1 lakh to 
Rs 3 lakhs where it remained at 12 
per cent (here again the figure includes 
20 minor legacies accruing to spouses 
who were not the main beneficiaries. 
Where equal division was made bet
ween heirs (columns 21 and 22) the 
main bequests varying from 48 to 98 
per cent came to roughly more than 
two-thirds of main bequests to the only 
heirs, but other legacies varied from 1 
to 45 per cent. 

Others: Table 3 shows that only 19 
persons made bequests to their rela
tives, one to friends and servants, and 
7 to charities. Here again it is import, 
ant to note that that all of the latter 
were Parsees. Even when the main be
quest was made to more remote rela
tives, friends and charities, it could be 
seen (Table 4) that the testators aimed 
at leaving a fixed proportion (82 to 90 
per cent) of the main bequest to per
sons of their choice. Bequests were 
made on remote relatives, friends and 

* The largest beneficiaries who collectively get more than. 45 per cent of the estate. 
† Duty at 1960-61 rates are applied throughout the table. 

** The number of beneficiaries might be larger than the number indicated because in some wills relating to Class I I I 
estates the number of beneficiaries was not given. 

Note: Average values in columns 4, 6, 9, 10 are weighted. 
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charities when the deceased had no 
spouses or Issues (columns 15 and 9, 
Table 4). 

Summing up, it is seen, in the first 
instance, that the number of beneficia
ries is rather large. Excluding estates 
bequeathed to spouses and charities, 
there were no less than 263 main bene
ficiaries to 35 testators, This gives an 
average of more than 7 beneficiaries 
per testator. 

Second, the strength of family feel
ing is clearly brought out by the close 
relationship of the beneficiaries to the 
testators. Bequests other than to the 
nearest relations are made only by 
single persons or by issueless widowers 
and widows. Further, minor legacies 
form a very small percentage of the 
total estate, and invariably in this case 
again, the Parsees were found to pre
dominate among testators leaving minor 
legacies. 

It is possible further to study the 
results from the point of view of con
sanguinity. This is done in Table 4. The 
estate duty in India makes no allowance 
for consanguinity to the testator, and 
the age and previous wealth of the be
neficiary. This can be seen from col
umns 1 to 4 of Table 4 which are ob
tained by supplying percentages of the 
amounts shown in Table 2. In analys
ing Table 4 we exclude bequests to 
spouses and charities (rows 11-13) and 

bequests to persons in the same gene-
ration as the testators, since the full 
egalitarian significance of inheritance 
can be measured only as between two 
generations as illustrated in rows 23 to 
25 of Table 4. On an average estate of 
the sample the duty absorbs consistent
ly 6 per cent (row 2) of the estate be
fore tax, The main bequest takes more 
than two-thirds (row 3) of the estate, 
while minor legacies (row 4) take the 
remaining one-third. At 1960-61 rates 
of taxation, the main bequest was as 
high as 70 per cent of what was left 
of the estates after taxation. 

A Tentative Generalisation 
If the representativeness of the sam

ple is not questioned, the following 
generalisations may be attempted: 

The comparatively high constancy of 
percentages accruing as main bequests 
in the majority of estates (rows 3, 6, 9, 
12, 15, 18. 21. 24 of Table 4) means 
that the graduation of the rate of estate 
duty in 1960-61 did not appreciably re
duce the main bequest or the estate 
left by testators. The commitments 
which the testators feel they have to
wards their dependants are met by ear
marking a fairly fixed proportion of 
estate, irrespective of duty. The rest 
goes to the main beneficiary and since, 
in 1960-61 at any rate, the duly was 
rather low, it tended to be more than 
two-thirds of the total estate. 

Thus it is not sufficient to deduct a 

statutory amount from the total estate 
if the estate duty is to have egalitarian 
effects. In order to make it more redis-
tributive, it would be necessary to add 
to the burden of the actual duty an 
additional amount depending on the 
legacies and bequests according to con
sanguinity. It can be seen therefore that 
if the rate of duty were graduated ac
cording to consanguinity in the case of 
very near relatives, it would not only 
affect the total estate left behind but 
also the size of the main bequest con
siderably. 

The combined effect of the estate 
duty and minor legacies would be as 
follows if the results of the sample ana
lysis were applied to the remaining 195 
estates in the State of Maharashtra in 
1960 which devolved by intestate suc
cession. 

For testators excluding those who 
bequeathed to spouses and charities: 
Five persons worth over Rs 10,00,000 
each left some Rs 11,15,000 to their 
main beneficiaries. Thirty persons worth 
between Rs 5,00,000 and Rs 10,00.000 
left an average main bequest of Rs 
5.55,000. Another 30 persons worth be-
tween Rs 3,00.000 and Rs 5,00,000 left 
an average main bequest of Rs 3,00,000. 
About 75 persons worth between Rs 
1,00,000 and Rs 3,00.000 left an aver-
age main bequest of Rs 1,50,000. The 
remaining 55 persons worth between 
Rs 50,000 and Rs 1,00,000 left on an 

the testators have died without leaving sons or daughters alive. 
Residue is the estate left after payment of probate charges, estate duty and other legacies. 
Relatives include cousins and other relations not embraced by the term issues. 
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avenge Rs 65,000 to their main bene-
ficiaries. 

out of 270 persons who died in Ma
harashtra in I960 leaving estates of not 
less than Rs 50,000, 92 persons left an 
average main bequest of about Rs 
1,10,000 to their spouses, and another 
28 persons who left their fortunes to 
children or, if childless, to their rela
tives or friends, bequeathed on an aver
age Rs 4,41,000 to their main benefi
ciaries. 

Summing Up 
A summary of the results of this ana

lysis is as follows: 75 wills in Maha 
rashtra of estates over Rs 50,000 were 
sampled in order to determine the pro-
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portion of wealth passing owing to 
death from one person to another. The 
duty on the average estate of the sam-
pie came to 6 per cent (weighed aver
age of col 7, Table 2). More than one-
half of the estate was inherited by the 
main beneficiary. The only factor limit
ing the main bequest was the large 
number of main beneficiaries, due to 
the large number of issues and depend
ants left by testators. If the estate duty 
were raised from 6 to 15 per cent for 
estates above Rs 5 lakhs, the estate 
duty would bring down main inherit
ances from an average of Rs 14 lakhs 
to Rs 7 lakhs, 

A further observation was that in 
estates inherited by spouses and child

ren, the proportion of the main bequest 
was fixed and the proportion going to 
charities and relatives was negligible. 
In estates inherited by relatives, chari
ties and friends also, the main bequest 
was fixed, as in almost all cases they 
were sole beneficiaries since the testa
tors were issueless widowers with no 
near relations. Such estates account for 
only 2 per cent of the sample. 

Qualifications 
This final result is subject to the 

following qualifications: 

First, it is not certain how far the 
effects of the duty were offset by gifts 
and other transfers to beneficiaries dur
ing the life of the deceased, though 

Table 4 ; Proportion of Net Estate Bequeathed in 1960 

• These rates are used for calculation of minor legacies throughout the table, although they apply strictly only to 
average estates for the whole sample. 

† Including 3 wives in Class II who shared equally with children and one who shared with relatives. 
* Excluding spouses. Consists of brothers, cousins and friends. Includes a negligible number of bequests to parents 

and uncles and 10 estates which were divided equally between more than one beneficiary, 
†† Calculated by assuming two main beneficiaries in item 22. 
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the number of estates liable to death 
duties has been steadily increasing in 
each class of estates in recent years. 
In this connection, the observation 
made earlier in the article is relevant— 
that during the course of the survey 
it was found that there were only 5 
persons worth more than Rs 20,00,000 
at the time of their death. 

Second, the analysis suggests that 
the scope of the duty is limited by the 
small number of persons which it af

fects. This duty applied to a considera
ble amount of property only because 
property is unequally concentrated. We 
find that only 270 estates out of a lot 
of 890, i e, only 30 per cent, were lia
ble to duty. In any event, as shown 
earlier, the amount of Rs 20,000 to 
Rs 14 lakhs which is the value of 
main bequests represents a handsome 
addition to accumulation of unearned 
wealth and when reinforced by other 
factors like experience, better educa
tion and social connections justifies a 

higher rate of death duty. 
The institution of inheritance oper

ates almost exclusively within the fami
ly—preference being given to children 
before spouses, and spouses before 
other beneficiaries. If, therefore, the 
estate duty were to be sufficiently pro
gressive and related to the degree of 
consanguinity between beneficiaries and 
testator in such a way that the rate of 
duty is higher for the nearer relation, it 
would probably reduce the concentra
tion of wealth. 

In quest of gold 
More and more Indian manufacturers are today 
earning valuable foreign exchange by selling their 
products abroad. Exports of cashew nuts, fish, 
vanaspati. toiletries and other consumer goods in 
Metal Box packages alone earned over Rs 8 crores 
last year. That's a lot of foreign exchange, and for 
the nation it's as good as gold. 

To sell in highly competitive overseas markets 
the product must be of the finest quality. And so 
must the package. It must be of the right size and 
must have the right finish. And an attractive 
surface design that w i l l score over competition 
in sales appeal 

A l l this requires research, experience, resources. 
Metal Box have them. They also have access to the 
fund of marketing and technical know-how of their 
world-wide associates. This is why Metal! Box can 

provide a comprehensive packaging service as no 
one else can. This is why, too, so many packers 
come to Metal Box for advice, send their goods 
abroad in packages designed and manufactured by 
Metal Box. 

And Metal Box customers are not located in India 
alone. Last year Metal Box exported nearly 
Rs 30 lakhs worth of containers, closures and 
machinery direct to packers abroad. 

You see, word gets around. 


