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Fig. 1. Sum of male and female longitudinal average earnings and average consumption profiles, age 18 in 
1910-age 82 in 1974 

percent of U.S. private net worth is devoted to future consumption, with the rest 
destined for intergenerational transfer. White (1978) used aggregate data on the age 
structure of the population, age earnings and age consumption profiles along with a 
variety of parametric assumptions and concludes that the life cycle model can account 
for only about a quarter of aggregate saving. Though their accounting frameworks 
are somewhat different and though they use different data, and only cross section data 
at that, Darby and White reach essentially the same conclusion as Kotlikoff and 
Summers because the basic shapes of U.S. cross section age earnings and age 
consumption profiles and the longitudinal profiles that can reasonably be inferred 
from the cross section profiles are quite different from those of the textbook life cycle 
model. 

Calculations of Life Cycle and Transfer Wealth Using Flow Data 
The analyses just described directly calculate life cycle wealth and indirectly infer 

the stock of transfer wealth. Obviously it would be very useful to corroborate these 
results with direct evidence on intergenerational transfers. Kotlikoff and Summers 
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Fig. 2. Sum of male and female longitudinal average earnings and average consumption profiles, age 18 in 
1940-age 52 in 1974. Reproduced by permission of the University of Chicago Press. 

Source: Kotlikoff (1988), p. 44
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Table 4 
Intergenerational Transfers as a Source of Capital Accumulation, 1986 

Stock of Transfer Wealth 
Annual Flow ($ billions) 

Transfer Category ($ billions) (r - n = 0.01) 

Support Given to: 
Children 32.69 1346.7 
Parents 3.37 -104.3 
Grandparents 0.07 -4.0 
Grandchildren 5.05 416.2 

Trusts 14.17 576.1 
Life Insurance 7.84 258.3 

Totals 
Intended Transfers 63.19 2489.3 
College Payments 35.29 1441.5 
Bequests 105.00 3708.1 

As a % of net wortha 
Intended Transfers 0.53 20.8 
College Expenses 0.29 12.0 
Bequests 0.88 31.0 

Source: Authors' calculations from the Survey of Consumer Finances. 
aAggregate net worth in the SCF in 1986 is $11,976 billion. 

transfers and then convert the flow to a stock using steady-state assumptions. 
This produces a lower-bound estimate of wealth due to intended transfers.7 
Details of these calculations can be found in the first part of the Appendix. 

The first column of Table 4 presents our estimates that the gross flow of 
intended transfers in 1986 was about $63 billion, with the majority being 
support given from one household to another. The annual total of college 
payments was another $35 billion, and estimated bequests were another $105 
billion. Our next task was to convert the annual flow of transfers into a stock of 
wealth. The equations behind this calculation appear in the second part of the 
Appendix. The conversion of a flow of transfers into a stock of transfer wealth 
requires obtaining values for a number of parameters: the flow of transfers in 
the current year (denoted by t), the growth rate of transfers (n), the interest 
rate (r), and the ages at which people receive transfers (I), give transfers (G), 
and die (D). 

These parameters can be inferred from a variety of sources. For example, 
Kotlikoff and Summers (1981) estimate historical averages of a real rate of 
return of r = .045 and a real rate of GDP growth of .035. We set the growth 

7Life-cycle wealth cannot be inferred by taking the difference between estimated intended transfer 
wealth and net worth, because some of that difference is due to intended bequests. 

Source: Gale and Scholz (1994), p. 152
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LONG-RUN EVOLUTION OF INHERITANCE 1073

FIGURE I
Annual Inheritance Flow as a Fraction of National Income, France, 1820–2008

accordingtoourlatest data point (2008), it is nowcloseto15% (see
Figure I).

Ifwetakealongerrunperspective, thenthetwentieth-century
U-shaped pattern looks even more spectacular. The inheritance
flow was relatively stable around 20–25% of national income
throughout the 1820–1910 period (with a slight upward trend),
before being divided by a factor of about 5–6 between 1910 and
the 1950s, and then multiplied by a factor of about 3–4 between
the 1950s and the 2000s.

These are truly enormous historical variations, but they
appear tobe well founded empirically. In particular, we find simi-
larpatterns withourtwofullyindependent estimates of theinher-
itance flow. The gap between our “economic flow” (computed from
national wealth estimates, mortality tables, and observed age-
wealth profiles) and “fiscal flow” series (computed from bequest
and gift tax data) can be interpreted as a measure of tax eva-
sion and other measurement errors. This gap appears to approx-
imately constant over time and relatively small, so that our two
series deliver fairly consistent long-run patterns (see Figure I).

If we use disposable income (national income minus taxes
plus cash transfers) rather than national income as the denomi-
nator, then we findthat the inheritance flowobservedin the early
twenty-first century is back to about 20%, that is, approximately
the same level as that observed one century ago. This comes from
the fact that disposable income was as high as 90–95% of national
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agreed that such redistribution should take the form of moving

wealth from the top quintile to the bottom three quintiles. In

short, although Americans tend to be relatively more

favorable toward economic inequality than members of other

countries (Osberg & Smeeding, 2006), Americans’ consensus

about the ideal distribution of wealth within the United States

Fig. 3. The actual United States wealth distribution plotted against the estimated and ideal
distributions of respondents of different income levels, political affiliations, and genders.
Because of their small percentage share of total wealth, both the ‘‘4th 20%’’ value (0.2%)
and the ‘‘Bottom 20%’’ value (0.1%) are not visible in the ‘‘Actual’’ distribution.

Fig. 2. The actual United States wealth distribution plotted against the estimated and ideal
distributions across all respondents. Because of their small percentage share of total
wealth, both the ‘‘4th 20%’’ value (0.2%) and the ‘‘Bottom 20%’’ value (0.1%) are not visible
in the ‘‘Actual’’ distribution.
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The changing nature of national wealth, US 1770-2010 (incl. slaves)

0%

100%

200%

300%

400%

500%

600%

1770 1810 1850 1880 1910 1920 1930 1950 1970 1990 2010

National wealth = agricultural land + housing + other domestic capital goods + net foreign assets 

(%
 n

at
io

na
l i

nc
om

e)
Net foreign assets
Other domestic capital
Housing
Slaves
Agricultural land

 
Source: Piketty and Zucman '13



The changing nature of national wealth, UK 1700-2010
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The changing nature of national wealth, France 1700-2010
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Figure S11.3. The share of inherited wealth in aggregate wealth,
 France 1850-2100 (2010-2100: g=1,7%, r=3,0%)
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Figure S11.4. The share of inherited wealth in aggregate wealth, 
France 1850-2100 (2010-2100: g=1,7%, r=3,0%)

20%

40%

60%

80%

100%

120%

140%

160%

180%

200%

220%

240%

260%

1850 1870 1890 1910 1930 1950 1970 1990 2010 2030 2050 2070 2090

Capitalized inheritance (KS1)
(Kotlikoff-Summers, r=3%, 30yrs)

Partially capitalized inheritance
(PPVR definition)

Non-capitalized inheritance
(Modgliani)

Source: Piketty, Handbook chapter, 2014



Figure 11.12. The inheritance flow in Europe 1900-2010 
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Figure 11: National wealth in 1770-1810: Old vs. New world  
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Source: Piketty and Zucman (2014) 
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Figure 10.5. Wealth inequality in the U.S., 1810-2010 
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The top 10% wealth holders own about 80% of total wealth in 1910, and 75% today. 
Sources and series: see piketty.pse.ens.fr/capital21c. 

Top 10% wealth chare

Top 1% wealth share

Source: Piketty (2014)
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Figure 10.6. Wealth inequality: Europe and the U.S., 1810-2010 
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Until the mid 20th century, wealth inequality was higher in Europe than in the United States.
Sources and series: see piketty.pse.ens.fr/capital21c. 
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Figure 10.10. After tax rate of return vs. growth rate at the world level, 
from Antiquity until 2100 
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The rate of return to capital (after tax and capital losses) fell below the growth rate during the 20th century, 
and may again surpass it in the 21st century. Sources and series : see piketty.pse.ens.fr/capital21c

 
Source: Piketty (2014)
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Figure 11.7. The share of inherited wealth in total wealth, France 1850-2100 
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Inherited wealth represents 80-90% of total wealth in France in the 19th century; this share fell to 40%-50% during the 20th 
century, and might return to 80%-90% during the 21st century. Sources and series: see piketty.pse.ens.fr/capital21c

Source: Piketty (2014)



Treatment example: Information about the Estate Tax
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The composition of capital income in the U.S., 1913-2013 
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The composition of household wealth in the U.S., 1913-2013 
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The top decile (the top 10% highest wealth holders) owns 80-90% of total wealth in 1810-1910, and 60-65% today.  

Figure 3.1. Wealth inequality in France, 1810-2010  

Top 10% wealth share 

Top 1% wealth share 

 
Source: Piketty and Zucman '14, handbook chapter
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The top decile owns 80-90% of total wealth in 1810-1910, and 70% today.     

Figure 3.3. Wealth inequality in the United Kingom, 1810-2010  

Top 10% wealth share 

Top 1% wealth share 

 
Source: Piketty and Zucman '14, handbook chapter
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The top 10% holds 80-90% of total wealth in 1810-1910, and 55-60% today. 

Figure 3.4. Wealth inequality in Sweden, 1810-2010  

Top 10% wealth share 

Top 1% wealth share 

 
Source: Piketty and Zucman '14, handbook chapter
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The top 10% wealth holders own about 80% of total wealth in 1929, and 75% today.  

Figure 3.5. Wealth inequality in the U.S., 1810-2010  

Top 10% wealth chare 

Top 1% wealth share 
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Inherited wealth represents 80-90% of total wealth in France in the 19th century; this share fell to 40%-50% during the 20th 
century, and is back to about 60-70% in the early 21st century. 

 

Figure 4.4. The cumulated stock of inherited wealth  
as a fraction of aggregate private wealth, France 1850-2010  

Share of inherited wealth (PPVR 
definition, extrapolation) 

Share of inherited wealth (simplified 
definition, lower bound) 

 
Source: Piketty and Zucman '14, handbook chapter
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The inheritance flow follows a U-shaped in curve in France as well as in the U.K. and Germany. It is possible that gifts are under-
estimated in the U.K. at the end of the period.  

 

Figure 4.5. The inheritance flow in Europe 1900-2010  
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Source: Piketty and Zucman '14, handbook chapter
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The inheritance share in aggregate wealth accumulation follows a U-shaped curve in France and Germany (and to a more 
limited extent in the U.K. and Germany. It is possible that gifts are under-estimated in the U.K. at the end of the period.  

 

Figure 4.6. The inheritance stock in Europe 1900-2010 
 (simplified definitions using inheritance vs. saving flows) (approximate, lower-bound estimates)  

France 

U.K. 

Germany 

 
Source: Piketty and Zucman '14, handbook chapter
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This figure depicts the share of total household wealth relative to national income Source: Piketty, Saez, and Zucman (2018). 
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Current 2018 
wealth      

($ billions)

With Warren 
wealth tax (3% 

above $1b) 
since 1982 

With Sanders 
wealth tax (5% 

above $1b up to 
8% above $10b)

Top Wealth Holder Source
1. Jeff Bezos Amazon (founder) 160.0 86.8 43.0
2. Bill Gates Microsoft (founder) 97.0 36.4 9.9
3. Warren Buffett Berkshire Hathaway 88.3 29.6 8.2
4. Mark Zuckerberg Facebook (founder) 61.0 44.2 28.6
5. Larry Ellison Oracle (founder) 58.4 23.5 8.5
6. Larry Page Google (founder) 53.8 35.3 19.5
7. David Koch Koch industries 53.5 18.9 8.0
8. Charles Koch Koch industries 53.5 18.9 8.0
9. Sergey Brin Google (founder) 52.4 34.4 19.0
10. M. Bloomberg Bloomberg LP (f.) 51.8 24.2 11.3
11. Jim Walton Walmart (heir) 45.2 15.1 5.0
…
Total top 15 942.5 433.9 195.7

Long-Term Wealth Taxation and Top Wealth Holders

Source: Saez and Zucman BPEA2019
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The figure depicts the share of total household wealth owned by bottom 90% and top 0.1% obained by capitalizing 
income tax returns (Piketty, Saez and Zucman 2018, updated to 2019). The unit of analysis is the familly.
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Top 0.1% and Bottom 90% Wealth Shares 

This figure depicts the share of total household wealth owned by the top 0.1% of families (tax units) and bottom 90% from 
capitalized incomes (Saez and Zucman, 2016) and survey data SCF+Forbes 400.  
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Top 0.1% Wealth Share Estimates 

This figure depicts the share of total household wealth owned by the top 0.1% of families (tax units) from various data sources.  
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Top 0.1% Wealth Share Estimates 

This figure depicts the share of total household wealth owned by the top 0.1% of families (tax units) from various data sources.  
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Top 0.1% and Bottom 90% Wealth Shares 

This figure depicts the share of total household wealth owned by the top 0.1% of families (tax units) and bottom 90% from 
capitalized incomes (Saez and Zucman, 2016) and survey data SCF+Forbes 400.  
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inheritance share was rising fast in the late 19th and early 20th centuries. The shocks
caused by the 1930s and the Second World War led to a downturn, but much less
pronounced than in Europe, so the US inheritance share became higher than in Europe
by the mid-20th century. In recent decades, the inheritance share seems to have
increased substantially in the USA. However, there is significant uncertainty about the
exact levels and trends, due in particular to the limitations of US estate tax data (which
covers only a small fraction of all decedents, so it cannot be used to produce aggregate
series).

We should also emphasize that there are significant variations within Europe. For
simplicity, we define ‘Europe’ in Figure 1 as the average of France, Germany and the
UK.2 We will see later that France and Germany follow a particulary marked U-shaped
pattern, while the UK pattern is in some ways closer to the US evolution.

In brief, our general conclusion is that there are substantial variations in the
inheritance share over time and across countries, and that one should be careful not to
interpret averages over one or two decades as steady-state outcomes. Wealth
accumulation takes time: it spans over several generations, so it is important to take a
very-long-run perspective on these issues. Modigliani’s conclusions—with a large
majority of wealth coming from lifecycle savings—might have been right for the
immediate postwar period (though somewhat exaggerated). But the Kotlikoff–Summers
estimates—with inheritance accounting for a significant majority of wealth—appear to
be closer to what we generally observe in the long run, in both the 19th and early 20th
centuries, and in the late 20th and early 21st centuries.

Regarding the very long run, we stress that there are many different possible steady-
state levels for the inheritance share. As we will see, there are several forces that tend to
imply that low-growth societies also have higher inheritance shares. But other effects can
go in the opposite direction. Depending on the evolution of demographic parameters,
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FIGURE 1. Share of inherited wealth, Europe and the USA 1900–2010.
Notes: Simplified definitions using inheritance vs. saving flows; approximate lower-bound estimates. The

inheritance share in aggregate wealth accumulation was over 70% in Europe in 1900–10. It fell abruptly
following 1914–45 shocks, down to 40% in the 1970–80 period. It was back to about 50–60% (and rising) in
2000–10. The US pattern also appears to be U-shaped but less marked, and with significant uncertainty

regarding recent trends, due to data limitations.
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DD elasticities:

Average: 0.25 (0.072)

Long−term: 0.23 (0.072)

Medium−term: 0.36 (0.088)
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DD elasticities:

Average: 0.13 (0.055)

Long−term: 0.10 (0.054)

Medium−term: 0.30 (0.073)
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Fig. 4. Impact of inheritance tax on wealth accumulation: Difference-in-differences
evidence. Notes: The figure shows the normalized average log of (contributions + 1)
and the normalized average log of (account balances + 1) by quarterly age in the
control and treatment group. The normalization consists in subtracting to each aver-
age log of contributions/account balances of a given quarterly age, the average log
of contributions/account balances between 60 and 70 years old. Contributions from
accounts opened after 11/20/1991 (treatment group) encounter a sharp increase
in taxation after age 70, while contributions coming from accounts opened before
11/20/1991 (control group) are not affected by the tax reform. The corresponding
elasticity estimates are reported (see Table 9).

capitalized interests. The reform should only play on the supplemen-
tal contributions made after age 70 and above the tax exemption.
Therefore, the reform should not affect the probability to terminate
the account.

Second, individuals could anticipate the reform by opening an
account just before its implementation. In this case, the assignment
in the treated or control group would no longer be considered as
exogenous, and the estimation would be biased. This latter point,
however, should not be a concern in our analysis. The 1992 reform
was applied to Assurance-vie accounts opened after 11/20/1991, i.e.
40 days before the law was voted, in order to avoid this kind of
behavior.

Formally, we can test the presence of selection bias using the fol-
lowing intuition. If the treatment selection based on the 1992 reform
is not exogenous, we should expect the number of accounts opened
after the reform to be much less important than those opened before

the reform. In contrast, online Appendix Fig. 8 exhibits no difference
in the number of accounts coming from both groups.36

Finally, a difference-in-differences design is usually imple-
mentable when a sharp and unexpected change affects one out of
two groups that would evolve similarly in absence of the change.
That is not the case in our framework. The policy change was imple-
mented in 1992, implying that individuals from the treatment group
are aware of the tax scheme they face before and after age 70 through-
out the studied period (2003–2013). In a classical life-cycle model
with bequest motives, forward-looking individuals should therefore
plan ahead and adjust both their contributions made before and after
age 70, invalidating the use of a difference-in-differences approach.
However, Fig. 4 shows that they don’t. The evolutions of contribu-
tions and account balances before age 70 are similar between groups.
These findings are therefore not consistent with forward-looking
individuals’ decisions and could be better explained by the presence
of myopia in a peculiar model with people aware and responsive to
current tax rates but not to future expected tax rates. In this partic-
ular context, a difference-in-differences design makes sense. Indeed,
myopic individuals unable to respond to future expected tax changes
should behave exactly as individuals unaware of future tax changes.

Formally, we can quantify the impact of the inheritance tax
change on Assurance-vie accumulation using regression specifica-
tions of the form:

log(yiagt + 1) = d • log(1 − tga) + bg + ca + mt + eia (4)

log(yiagt + 1) = d • log(1 − tga) + ai + ca + mt + eia (5)

where the dependent variable is either contributions or account
balances (in log)37 of individual i of age a from group g at time t. ai,
bg, ca and mt are respectively individual, group, age, and year fixed
effects. The treatment group is defined as individuals with accounts
opened up to two years after 11/20/1991, and the control group is
defined as individuals with accounts opened up to two years before
11/20/1991. tga is the top marginal tax rate faced by individuals from
group g at age a. Consistent with the reform of the preferential tax
scheme, it is equal to 40% for individuals from the treated group
aged more than 70 years old and 20% otherwise. d represents the
difference-in-differences elasticity estimate. In Eq. (5), group fixed
effects are substituted by individual fixed effects to fully exploit the
longitudinal dimension of our data set.

3.2.2. Results
3.2.2.1. Regression estimates. Table 9 summarizes the graphical evi-
dence described above by presenting elasticity estimates. All esti-
mates are derived from Eqs. (4) and (5) using as dependent variable
either contributions (Panel A) or account balances (Panel B).

Column 2 reports the elasticity estimates from Eq. (4), while
column 1 omits year fixed effects. The estimated elasticities are
essentially the same in both specifications: around 0.32 for contribu-
tions and 0.38 for account balances. Time is indeed irrelevant in our

36 In addition, online Appendix Fig. 9 shows that the density distributions are simi-
lar between groups. Online Appendix Fig. 10 depicts survival rates by age of account
owner in 2003 and treatment status over the 2003–2013 period. It shows that attrition
is slightly more pronounced in the treated group but the differences remain limited.
37 Note that we add one euro to each individual-level contribution/account balance

in order to include zeros in the analysis. Indeed, dropping them could bias downward
the results. The jump in taxation after age 70 decreases the incentives of individu-
als from the treated group to make contributions after age 70, while it is not the case
for the control group. Dropping zero contributions could artificially increase the aver-
age level of contributions made by the treated group after age 70 and could strongly
reduce the estimated elasticity. As a sensitivity analysis, we have also added two
euros (instead of one euro) to each contribution/account balance and the results are
unchanged (see online Appendix Table 17).

Balances 10% lower after age 70 when contributions
no longer tax preferred upon bequest
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Finally, we can obtain reduced-form estimates of timing
responses by fitting the following regression model:

ca = E [log(yia + 1) | age = a] =
J∑

j=0

bj • (agea)j

+c1 •1al≤agea≤ā + c2 •1ā<agea≤au + ea (3)

where the dependent variable is the average log of (individual-level con-
tribution + 1) made by individuals of age a,1al≤agea≤ā and 1ā<agea≤au are
respectively dummies for age a being in the excluding range below or
above the notch.

The coefficient we are interested in is c2 (medium-term timing
responses). It corresponds to the difference of average contributions
(in log) between the empirical and the counterfactual functions in
the excluded range above the notch. Note that we add one euro to
each individual-level contribution in order to include zero contribu-
tions in the analysis, because dropping them could bias the results
downward. The jump in taxation around age 70 is likely to increase
the proportion of zero contributions just after age 70 and decrease it
just before age 70. Dropping zero contributions would therefore arti-
ficially increase the average log of contributions just after age 70 and
would under-estimate the magnitude of the timing responses.29

Our methodology differs slightly from traditional bunching esti-
mation techniques for at least two reasons. First, our approach is
based on an inter-temporal setting. The taxation occurs only at death
but depends on the age at which contributions were made. Therefore,
the relevant dependent variable is the amount of contributions made
instead of the number of individuals or accounts by age.30 Second, the
difference between the empirical and the counterfactual functions
above the notch (c2) corresponds to the magnitude of medium-term
timing responses, i.e. what proportion of contributions have been
retimed after age 70. Finally, the size of the hole determines the length
of the horizon over which there is retiming. Usually, the estimation of
medium-term responses is difficult to convincingly identify because
tax change and time effects are not dissociable. The originality of our
estimation comes from the fact that the tax change is associated with
age. By pooling together different cohorts of individuals over a long
period of time, we can then properly isolate medium-term timing
responses from time-varying or age-varying factors.

3.1.2. Results
Fig. 3 reports empirical and counterfactual contributions (in log)

by quarterly age around the notch. Specifically, Fig. 3 is split into
two panels. Panel A makes reference to wealthy individuals with
accounts under the supervision of portfolio manager (“wealthy indi-
viduals”). Panel B corresponds to individuals with standard accounts
(“standard individuals”).31 Each panel shows the estimate of b, i.e.
excess mass divided by the average contributions at the notch, with
its standard error shown in parentheses.

Our main findings are the following. First, we observe bunching
concentrated just during the last quarter before 70 years old in both
panels. The size of the bunching differs significantly depending on
the level of wealth. Panel A depicts important bunching correspond-
ing to 0.83 times the height of the counterfactual contribution at age

29 As a sensitivity analysis, we have also added two euros (instead of one euro) to
each contribution and the results are unchanged (see online Appendix Table 14).
30 The increase in taxation at age 70 should only affect the amount of contributions

made. As Assurance-vie transmission and taxation will occur only at death, individuals
having opened an account before age 70 will keep this account until death. Therefore,
the distribution of the number of accounts by age remains smoothed and exhibits
no discontinuity at age 70 (online Appendix Fig. 6).
31 Online Appendix Fig. 7 reports the evolution of account balances and different

types of contributions (discretionary, automatic, and account-opening contributions)
by quarterly age.
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A) FOR WEALTHY INDIVIDUALS

B) FOR STANDARD INDIVIDUALS

Fig. 3. Contributions by age around the notch, France 2003–2013. Notes: Fig. 3A and
B reports empirical and counterfactual contributions (in log) by quarterly age. More
precisely, it displays the average log of (individual-level contributions + 1) by quar-
terly age. The sample corresponds to French Assurance-vie accounts opened after
11/20/1991 over the 2003–2013 period. Fig. 3A corresponds to wealthy individuals
with accounts under the supervision of portfolio manager. Fig. 3B corresponds to indi-
viduals with standard accounts. At the notch (denoted by the vertical line), taxation
changes radically. Contributions made before age 70 are taxed at a flat rate of 20 %
after an exemption of 152,500 euros. Contributions made after 70 are recalled into
the inheritance tax base with top marginal tax rate going up to 40 %. The counterfac-
tual contributions are estimated as in Eqs. (1) and (2), using a polynomial of order 4.
The vertical dashed lines denote the upper and lower bounds of the excluded region
around the notch. The lower bound of the excluded region is set at the point where
excess bunching starts while the upper bound is chosen, such as bunching mass equals
missing mass. b is the estimate of the excess mass divided by the average contribu-
tions at the notch, with its standard error shown in parentheses. All standard errors are
obtained by block-bootstrap procedure at the individual level with 600 replications.

70 for the wealthy. Panel B shows moderate bunching correspond-
ing to 0.16 times the height of the counterfactual contributions for
the standard individuals. Second, both notches are associated with
a slight but wide hole above the cutoff. Finally, the horizon of tim-
ing responses is 3 years for wealthy individuals and 1.5 years for
standard individuals.

Table 8 A presents reduced-form estimates of timing responses
and inter-temporal shifting elasticity with respect to the net-of-
tax rate.32 The elasticities corresponding to medium-term timing

32 Note that our bunching approach allows to identify reduced-form rather than
structural responses. Our estimated responses are therefore a combination of the
structural behavioral responses and other factors such as preference for bequest and
consumption and liquidity constraints.

Bunching at age 70
after which 
contributions will 
be taxed more 
upon bequest

Source: Goupille-
Infante JpuE'18



Wealth Tax Rates in Sweden
Exposure to the Reform by Distance to the Exemption Threshold
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Figure 10. The top 0.01% financial wealth share and composition in Spain, 1982–2002. The figure
displays the financial wealth share and composition of the top 0.01% tax units. Stocks are broken
down into three components: publicly traded stocks, taxable closely held stocks, and exempted
closely held stocks. Source: Table E1 and E2, and direct computations based on wealth tax statistics.

be reported to the fiscal administration and was included in our top wealth share
series. Importantly for the subsequent empirical analysis, the exemption criteria
were relaxed for tax year 1995 (when the individual ownership requirement was
lowered from 20% to 15%) and in tax year 1997 (when the 20% family ownership
criterion was introduced).30

In principle, the 1994 wealth tax reform could have two effects. First, the
tax cut might spur business activity in the exempted sector—a supply side effect.
Second, the tax cut for exempted business might induce some businesses, which
did not originally meet the exemption criteria, to shift to the exempt sector in order
to benefit from the tax cut—a shifting effect. For example, business owners could
increase their share of stock in the company in order to meet the 15% ownership
threshold. Alternatively, they might become active managers in their businesses
or drop other work activities outside the business. A business owner would be
willing to shift to the exempt sector as long as the costs of shifting are less than
the tax savings.

Figure 10 displays the composition and share of financial wealth held by
the top 0.01% wealth holders. Closely held stocks are now divided into two
components: taxable and exempted. In 1994, the first year the exemption was

30. Starting in 2003, the individual ownership requirement was further reduced from 15% to 5%.

Closely held stock of owners/managers becomes exempt in 1994 for Spanish wealth tax
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Figure 4: Bunching at Simplification Thresholds

A. Simplification Threshold is 3,000K in 2011 B. Simplification Threshold is 3,000K in 2012
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C. Simplification Threshold is 2,570K in 2013 D. Simplification Threshold is 2,570K for 2013-2017
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Notes: This figure shows the distribution of taxpayers by net taxable wealth around the simplification threshold (dashed
vertical line) implemented for taxpayers with net taxable wealth below 3,000K in 2011 and that was moved at 2,570K
in 2013. We also plot the threshold for the third tax bracket, which was 2,520K in 2009, 2,530K in 2010, and 2,570K
in 2013 (solid vertical line). The discontinuity in MTR associated with passing the third bracket threshold was stable:
0.25 percentage points before 2013, and 0.30 percentage points after 2013. From 2007 to 2012, the third bracket
MTR threshold was associated with a change in marginal tax rate (a tax kink) but not with a change in reporting
requirements. In 2013, the third bracket and the simplification threshold coincide at 2,570K. In each figure, we group
households into bins of 10,000 euros and plot the bin counts around the simplification threshold. Panel A shows the
distribution of taxpayers in 2011, when the simplification threshold is newly created at 3,000K, as compared to the
distribution in 2010; Panel B plots the distribution of taxpayers in 2011 and 2012, after the simplification threshold at
3,000K has been in place for one year already. Panel C plots the distribution in 2013 when the simplification threshold
is moved to 2,570K and starts to coincide with the third bracket and compares it to the distribution in 2012. Panel
D plots the distribution of taxpayers for 2013, 2015, and 2017, years for which the simplification threshold remained
stable at 2,570K and compares it to the distribution in 2011.
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