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How Do People Understand and Reason about Economic Policies?
What are the mental models people use to think about tax policy?

What do they know? How do they reason?

Desired tax policy =
f (perceived efficiency effects, perceived distributional impacts, fairness considerations, Xi, Xa, ...

Why is understanding reasoning important?

Advantages of a more structural approach to policy views, over reduced-form approach.
Heterogeneity (even if same overall policy view). Where does disagreement lie?
Identifying (correctable) gaps in knowledge or inconsistent reasoning.

Where is intervention needed versus not (e.g.: misperception of distributional impacts vs.
fairness concerns)?

Can we improve the policy debate with better understanding of economic policies?
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Method: Large-scale Social Economics Surveys and Experiments

Surveys are a key tool:

Some things can not be seen in other data, no matter how good it is: Perceptions, attitudes,
knowledge, views.

Revealed preference with observational data has limits (data and assumptions required).
Unlike old-style surveys (that measure variables now better captured in admin data).

New generation surveys: Customizable, controllable, interactive. * Details
Social Economics Lab http://socialeconomicslab.org

Here: ~ 2,000 respondents per survey, broadly representative of the U.S., done through
commercial survey companies in Jan -September 2019 (COVID-19 follow-up). * betails
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A Broader Agenda

This talk: income and estate taxes.

Additional papers on i) health insurance, ii) trade policy, iii) macro policies, iv) climate
change & environmental policies

Website: understandingeconomics.org

where you can browse all responses, by groups and topics.
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Structure: A Decomposition of Tax Policy Views

Redistributive benefits
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Survey Outline

Background of respondent:
Gender, age, income, education, family situation, political views, media exposure.
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Outline of this Talk

1. First-Order Considerations: Text Analysis of Open-Ended Questions
2. Knowledge and Misperceptions

3. Reasoning about Taxes (Efficiency, Distribution, & Fairness)

4. Putting it All Together: Views on Tax Policies

5. Treatment Effects of Video Courses
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Main Findings
Key factor driving support (or lack thereof): Fairness & the benefits of redistribution,
followed by views on the government.

Efficiency concerns play a more minor role in people’s minds.
Causal effect confirmed with experiment.

But Fairness is in the eye of the beholder!

Partisan divergences are large: in policy views, but also in reasoning about underlying
mechanisms.

Democrats: more likely to believe that taxes have less economic costs, that tax cuts almost
never “pay for themselves” & that people will not starkly change behaviors in response to
tax increases...

that “trickle-down” doesn’t happen, that distributions of income, wealth & inheritances are
unfair & that taxing away parts of them is fair.

“Polarization of Reality” even in tax knowledge/perceptions (facts).
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First-Order Considerations: Text Analysis of
Open-Ended Questions



What are the Shortcomings of the U.S. Federal Estate Tax?

too many loophole

already tax

double tax
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Topic Analysis: Keywords for the Main Topics Identified

Distribution:

Fairness:
Gov. Spending:

Social insurance:

Efficiency:

Flat tax:
Loopholes:
Public goods:
Don’t know:
Double Tax:
Grieve :

Middle class; working class; low income; wealthy; millionaire; rich;
billionaire; corporations & pay/tax

Fair; unfair

Government spending & high; government spending & cut; deficit; debt;
government & waste; balance & budget; government & budget;
government & control & spend

Social services; governmental services; governmental program & fund;
governmental program & cover; help & poor; pay & poor; social program;
poor work; live & paycheck; provide & family

Hurt & economy; work hard; work less; work more; create & job; depress;
negative/detrimental /destroy /damage & economy; competition; innovation; cr
Flat tax

Loopholes; lawyer; account; tax evasion; evade; avoid taxes

Infrastucture; education; healthcare

Not know; knowledgeable enough; idk; not sure; know enough; unsure
Already taxed/paid; twice & tax/pay

Grieve; bury; funeral
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Knowledge and Misperceptions



People believe top bracket starts much lower, compress extremes, and
“schmedule”
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Perceived Composition of the Top 1%:
so many entrepreneurs, scientists, government, teachers, arts, media & sports!

Executives, managers 31
Physicians 16

Financial professions

Entrepreneurs

Lawyers

Engineering professionals

Real estate professionals

Arts, Media and Sports

Professors and scientists

Government and teachers

0 10 20 30

. Reality . Perception
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People greatly overestimate share of households who pay the estate tax &
underestimate exemption threshold

HOUSEHOLDS SUBJECT TO ESTATE TAX EXEMPTION
ESTATE TAX THRESHOLD
400 15
364
300
10
200
5
100
1
0- 0
Number of Households Wealth
(out of 1,000) (in million)

B Perception [l Reality
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Who Knows More?

Republicans tend to view taxes as higher and more progressive than Democrats (the
“Polarization of Reality”).

Higher-income respondents more aware of what’s going on at the top.

Those with more self-reported knowledge: more accurate, and also more willing to pay
for information.
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Misperceptions about the Income Tax

Misperception Top tax Toptax ~ Shareofincome  Shareofincome  Shareof  Shareof households Toptax  ShareofUS  Willingness to
index ratein  rate paid in taxes paid in taxes  households in not paying threshold  income owned  pay randomized
today the50s by median households in top bracket  top bracket income taxes by top 1% amount
(0] @ [©) @) ©®) ©) @ ®) ) (10)
Republican 0.10%* 3740 -2.52¢ 146 6.15%* 3.24% 5.97% -8,600 7728 -0.08***
(0.02) (0.84)  (1.38) (0.80) (0.88) (1.03) (0.98) (8,900) (1.41) (0.02)
High-Income -0.04** 023 1.32 -0.00 0.15 -1.76% 0.08 60,000 -2.32 0.01
(0.02) (0.84)  (1.39) (0.80) (0.89) (1.04) (0.98) (9,000) (1.41) (0.02)
Self reported knowledge ~ -0.03** 278 829 2,394 370"+ 011 538+ 24,000 5,53 0.07+4*
(0.02) 0.76)  (1.26) (0.73) (0.81) (0.94) (0.89) (8,200) (1.28) 0.02)
College degree -0.10%** 0.93 6.12% -041 0.78 -4.94%% 0.40 39,000 6.52% 0.04**
(0.02) 0.72) (119 (0.69) (0.76) (0.89) (0.85) (7,700) (1.22) 0.02)
Actual value 37 91 13 327 073 44 600,000 20
Average perception 0.0 31 33 26.3 274 20.3 253 188,000 47 0.37
Observations 2783 2779 2779 263 2777 2762 2779 2651 2780 2783
. .
Misperceptions about the Estate Tax
Misperception  Estate Estate % of estates % Wealth  No. households ~ Exemption Share of wealth Share of wealth ~ Willingness to
index taxrate taxrate  unrealized inherited out1,000 paying  threshold owned by owned by pay randomized
today inthe50s capital gains estate tax top 1% bottom 50% amount
@ @ ® @ (O] © @ ® © (10)
Republican 0.11%* -0.54 -3.51* 4,92 -2.96" 16.15 -490,000%* -7.13% 1.64 -0.02
(0.02) (1.05) (1.24) (1.24) (1.22) (15.53) (180,000) (2.79) (1.01) (0.02)
High-Income -0.08*** -0.16 0.80 1.94 -1.81 -42.81%%% 1,100,000%** 1.81 -0.35 0.02
(0.02) (1.06) (1.25) (1.25) (1.23) (15.65) (185,000) (2.75) (1.00) (0.03)
Self reported knowledge -0.08*** 403 648 3.32%%% 1.74 5.81 790,000%** -0.98 0.74 0.11%%*
(0.02) (0.97) (1.15) (1.14) (1.13) (14.34) (170,000) (2.50) (0.91) (0.02)
College degree -0.12%%* 0.00 433 1.22 2.23* -50.69*** 820,000+ 8.65%** -2.82%%* 0.05**
(0.02) 0.92) (1.08) (1.08) (1.07) (13.57) (160,000) (2.38) (0.86) 0.02)
Actual value 40 77 55 ~ 50 0.7 11,400,000 41.8 25
Average perception 0.00 33 29 45.7 419 364.1 2,400,000 49.1 12.5 0.40
Observations 2360 2350 2335 2354 2357 2357 2357 2357 2357 2360
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Misperceptions about the Income Tax

Misperception Top tax Toptax ~ Shareofincome  Shareofincome  Shareof  Shareof households Toptax  ShareofUS  Willingness to
index ratein  rate paid in taxes paid in taxes  households in not paying threshold  income owned ~pay randomized
today the50s by median households in top bracket  top bracket income taxes by top 1% amount
@ @ (€] @ ( © @) ® ©) (10)
( Republican 0.10%* 3740 -2.52¢ 146 6.15%* 3.24% 5.97% -8,600 7728 -0.08***
0.02). (0.84 1.38 (0.80) (0.88) (1.03) (0.98) 8,900 (1.41) (0.02)
High-Income -0.04* 023 1.32 -0.00 0.15 -1.76% 0.08 60,0007 -2.32 0.01
(0.02) (0.84)  (1.39) (0.80) (0.89) (1.04) (0.98) (9,000) (1.41) (0.02)
Self reported knowledge ~ -0.03** 278 829 23944+ 370"+ 011 5.38%* 24,0007 5534+ 0.07+4*
(0.02) (076)  (1.26) (0.73) (0.81) (0.94) (0.89) (8,200) (1.28) (0.02)
College degree -0.10% 0.93 6.12% -041 0.78 -4.94% 0.40 39,000 6.52% 0.04**
(0.02) 0.72) (119 (0.69) (0.76) (0.89) (0.85) (7,700) (1.22) 0.02)
Actual value 37 91 13 327 073 14 600,000 20
Average perception 0.0 31 33 26.3 274 20.3 253 188,000 47 0.37
Observations 2783 2779 2779 263 2777 2762 2779 2651 2780 2783
. .
Misperceptions about the Estate Tax
Misperception ~ Estate Estate % of estates % Wealth  No. households ~ Exemption Share of wealth Share of wealth ~ Willingness to
index taxrate taxrate  unrealized inherited out1,000 paying  threshold owned by owned by pay randomized
today inthe50s capital gains estate tax top 1% bottom 50% amount
@ @ ® @ (O] © @ ® © (10)
Republican 0.11* -0.54 -3.51* 4,92 -2.96" 16.15 -490,000%* -7.13% 1.64 -0.02
(0.02 (1.05) (1.%2 (1.24 (1.22) (15.533 (180,000) (2.79) (1.0§1£ (0.02
High-Income -0.08%*% -0.16 0. 1 181 -42. ,100,000%% 1.81 -0. 0.
(0.02) (1.06) (1.25) (1.25) (1.23) (15.65) (185,000) (2.75) (1.00) (0.03)
Self reported knowledge -0.08*** 403 648 3.32%%% 1.74 5.81 790,000%** -0.98 0.74 011
(0.02) (0.97) (1.15) (1.14) (1.13) (14.34) (170,000) (2.50) (0.91) (0.02)
College degree -0.12%%* 0.00 433 1.22 2.23* -50.69*** 820,000+ 8.65%** -2.82%%* 0.05**
(0.02) 0.92) (1.08) (1.08) (1.07) (13.57) (160,000) (2.38) (0.86) 0.02)
Actual value 40 77 55 ~ 50 0.7 11,400,000 41.8 25
Average perception 0.00 33 29 457 419 364.1 2,400,000 49.1 12.5 0.40
Observations 2360 2350 2335 2354 2357 2357 2357 2357 2357 2360
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Misperceptions about the Income Tax

Misperception Top tax Toptax ~ Shareofincome  Shareofincome  Shareof  Shareof households Toptax  ShareofUS  Willingness to
index ratein  rate paid in taxes paid in taxes  households in not paying threshold  income owned ~pay randomized
today the50s by median households in top bracket  top bracket income taxes by top 1% amount
@ @ (€] @ ( ©) @) ®) ) (10)
Republican 0.10%* 3740 -2.52¢ 146 6.15%* 3.24% 5.97% -8,600 7728 -0.08***
0.02). (0.84 1.38 (0.80) (0.88) (1.03) (0.98) 8,900, (1.41) (0.02)
High-Income -0.04* 023 1.32 -0.00 0.15 -1.76% 0.08 60,0007 -2.32 0.01
(U.0£ (0.84 1.39) (0.80 (0-_59) (1.04) (@ (9,000; (w (0.02]
Self reported knowledge . -0.03 278 829 2397 370 011 5387 24,0007 553 0.07+
(0.02) (076)  (1.26) (0.73) (0.81) (0.94) (0.89) (8,200) (1.28) (0.02)
College degree -0.10% 0.93 6.12% -041 0.78 -4.94% 0.40 39,000 6.52% 0.04**
(0.02) 0.72) (119 (0.69) (0.76) (0.89) (0.85) (7,700) (1.22) 0.02)
Actual value 37 91 13 327 073 14 600,000 20
Average perception 0.0 31 33 26.3 274 20.3 253 188,000 47 0.37
Observations 2783 2779 2779 263 2777 2762 2779 2651 2780 2783
. .
Misperceptions about the Estate Tax
Misperception ~ Estate Estate % of estates % Wealth  No. households ~ Exemption Share of wealth Share of wealth ~ Willingness to
index taxrate taxrate  unrealized inherited out1,000 paying  threshold owned by owned by pay randomized
today inthe50s capital gains estate tax top 1% bottom 50% amount
()] ()] [€)) @) ®) (©) @) ®) ©) (10)
Republican 0.11* -0.54 -3.51* 4,92 -2.96" 16.15 -490,000%* -7.13% 1.64 -0.02
(0.02 (1.05) (1.%2 (1.24 (1.22) (1553 180,000) (2.79) (1.0§1£ (0.02
( THigh-Income .08 .16 0. K 181 —42.5“{'”4@, 0007 T81 0. o.h
0,02) (1 (1.25) (1,25 (1.23) (15.65) (185,000) 275 (1,00) 0.03)
Self reported knowledge -0.08*** 403 648 3.32%%% 1.74 5.81 790,000+ -0.98 0.74 011
(0.02) (0.97) (1.15) (1.14) (1.13) (14.34) (170,000) (2.50) (0.91) (0.02)
College degree -0.12%%* 0.00 433 1.22 2.23* -50.69*** 820,000+ 8.65%** -2.82%%* 0.05**
(0.02) 0.92) (1.08) (1.08) (1.07) (13.57) (160,000) (2.38) (0.86) 0.02)
Actual value 40 77 55 ~ 50 0.7 11,400,000 41.8 25
Average perception 0.00 33 29 457 419 364.1 2,400,000 49.1 12.5 0.40
Observations 2360 2350 2335 2354 2357 2357 2357 2357 2357 2360
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Misperception Top tax  Top tax

Misperceptions about the Income Tax

Share of income

Share of income Share of

Share of households ~ Top tax

Share of US

Willingness to

index ratein  rate paid in taxes paid in taxes  households in not paying threshold  income owned ~pay randomized
today the50s by median households in top bracket  top bracket income taxes by top 1% amount
@ @ (€] @ ( © @) ® ©) (10)
Republican 0.10%* 3740 -2.52¢ 146 6.15%* 3.24% 5.97% -8,600 7728 -0.08***
(0.02) (0.84)  (1.38) (0.80) (0.88) (1.03) (0.98) (8,900) (1.41) (0.02)
High-Income -0.04** 023 1.32 -0.00 0.15 -1.76% 0.08 60,000 -2.32 0.01
(0.02 (0.84 1.39) (0.80 (0-_59) (1.04) (@ (9,000; (w (0.02]
Self reported knowledge . -0.03 278 829 2397 370 011 5387 24,0007 553 0.07+ )
0.02) 0.76) __(1.26) (073) (0.81) (0.94) (0.89) (8,200) (1.28) (0.02)
College degree -0.10%* 0.93 6.12%0 -0.41 0.78 -4.94%0 0.40 39,000 6.52% 0.04**
(0.02) 0.72) (119 (0.69) (0.76) (0.89) (0.85) (7,700) (1.22) 0.02)
Actual value 37 91 13 327 073 14 600,000 20
Average perception 0.0 31 33 26.3 274 20.3 253 188,000 47 0.37
Observations 2783 2779 2779 263 2777 2762 2779 2651 2780 2783
. .
Misperceptions about the Estate Tax
Misperception ~ Estate Estate % of estates % Wealth  No. households ~ Exemption Share of wealth Share of wealth ~ Willingness to
index taxrate taxrate  unrealized inherited out1,000 paying  threshold owned by owned by pay randomized
today inthe50s capital gains estate tax top 1% bottom 50% amount
@ @ ® @ (O] © @ ® © (10)
Republican 0.11* -0.54 -3.51* 4,92 -2.96" 16.15 -490,000%* -7.13% 1.64 -0.02
(0.02) (1.05) (1.24) (1.24) (1.22) (15.53) (180,000) (2.79) (1.01) (0.02)
High-Income -0.08*** -0.16 0.80 1.94 -1.81 -42.81%%% 1,100,000%** 1.81 -0.35 0.02
0,02) (1 (1.25) (1,25 (1.23) (15.65) (185,000) 275 (1,00) 0.03)
( Self reported knowledge -0.08*** 403 648 3.32%%% 1.74 5.81 790,000+ -0.98 0.74 011
(0.02)_ (0.97) (1.15) (1.14) (113) (14.34) 170,000, (2.50) (0.91)_ (0.02.
College degree -0.12%%* 0.00 433 1.22 2.23* -50.69%** 820,000 8.65* -2.82%%% 0.05**
(0.02) 0.92) (1.08) (1.08) (1.07) (13.57) (160,000) (2.38) (0.86) 0.02)
Actual value 40 77 55 ~ 50 0.7 11,400,000 41.8 25
Average perception 0.00 33 29 457 419 364.1 2,400,000 49.1 12.5 0.40
Observations 2360 2350 2335 2354 2357 2357 2357 2357 2357 2360
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Misperceptions about the Income Tax

Misperception Top tax Toptax ~ Shareofincome  Shareofincome  Shareof  Shareof households Toptax  ShareofUS  Willingness to
index ratein  rate paid in taxes paid in taxes  households in not paying threshold  income owned ~pay randomized
today the50s by median households in top bracket  top bracket income taxes by top 1% amount
@ @ (€] @ ( © @) ® ©) (10)
Republican 0.10%* 3740 -2.52¢ 146 6.15%* 3.24% 5.97% -8,600 7728 -0.08***
(0.02) (0.84)  (1.38) (0.80) (0.88) (1.03) (0.98) (8,900) (1.41) (0.02)
High-Income -0.04** 023 1.32 -0.00 0.15 -1.76% 0.08 60,000 -2.32 0.01
(0.02) (0.84)  (1.39) (0.80) (0.89) (1.04) (0.98) (9,000) (1.41) (0.02)
Self reported knowledge ~ -0.03** 278 829 23944+ 370"+ 011 5.38%* 24,0007 5534+ 0.07+4*
0.02) 0.76) __(1.26) (073) (0.81) (0.94) (0.89) (8,200) (1.28) (0.02)
College degree -0.10%* 0.93 6.12%0 -0.41 0.78 -4.94%0 0.40 39,000 6.52% 0.04**
( (0.02) 0.72) (119 (0.69) (0.76) (0.89) (0.85) (7,700) (1.22) (00::-)
Actual value 37 91 13 327 073 14 600,000 20
Average perception 0.0 31 33 26.3 274 20.3 253 188,000 47 0.37
Observations 2783 2779 2779 263 2777 2762 2779 2651 2780 2783
. .
Misperceptions about the Estate Tax
Misperception ~ Estate Estate % of estates % Wealth  No. households ~ Exemption Share of wealth Share of wealth ~ Willingness to
index taxrate taxrate  unrealized inherited out1,000 paying  threshold owned by owned by pay randomized
today inthe50s capital gains estate tax top 1% bottom 50% amount
@ @ ® @ (O] © @ ® © (10)
Republican 0.11* -0.54 -3.51* 4,92 -2.96" 16.15 -490,000%* -7.13% 1.64 -0.02
(0.02) (1.05) (1.24) (1.24) (1.22) (15.53) (180,000) (2.79) (1.01) (0.02)
High-Income -0.08*** -0.16 0.80 1.94 -1.81 -42.81%%% 1,100,000%** 1.81 -0.35 0.02
(0.02) (1.06) (1.25) (1.25) (1.23) (15.65) (185,000) (2.75) (1.00) (0.03)
Self reported knowledge -0.08*** 403 648 3.32%%% 1.74 5.81 790,000%** -0.98 0.74 011
(0.02)_ (0.97) (1.15) (1.14) (113) (14.34) 170,000, (2.50) (0.91)_ (0.02.
College degree -0.12%%* 0.00 433 1.22 2.23* -50.69%** 820,000 8.65* -2.82%%% 0.05** )
( (0.02) (0.92) (1.08) (1.08) (1.07) (13.57) (160,000) (2.38) (0.86) (0.02)
Actual value 40 77 55 ~ 50 0.7 11,400,000 41.8 25
Average perception 0.00 33 29 457 419 364.1 2,400,000 49.1 12.5 0.40
Observations 2360 2350 2335 2354 2357 2357 2357 2357 2357 2360
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Reasoning about Taxes
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Would a Higher Income Tax Encourage the Following? - By Political View

- - High Earner Tax Increase
Relative Republican
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Would a Higher Income Tax Encourage the Following? Me vs. Everyone Else

Relative Effect of )
Increasing Income Tax High Earner Tax Increase
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Would a Higher Estate Tax Encourage the Following? - By Political View

Eﬁfé{"{;gep”b”ca" Wealthy people
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Would a Higher Estate Tax Encourage the Following? Me vs. Everyone Else

Relative Effect of
Increasing Estate Tax Wealthy people
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—_ ]
10

20 % ¢ 9

30

40+ i 1

-50-1 ¢

60

0 25 50 75 100
% of respondents who think the wealthy will... if their taxes increase
o- Young people
S O O SO

10

-20 i i ¢ ¢ ;

30 .

-40 i

50

60

25 50 75 100
% of respondents who think the currently young will... if their taxes increase
® Evadetaxes ¢ Work less X Stop working 4 Spouse stop working
» Women Move state Be less entrepreneurial O Save Less 35185




Broader Efficiency and Spillover Effects of the Income Tax

Middle-class tax cuts reduce
fiscal deficit (Laffer effect)

High-income tax cuts reduce
fiscal deficit (Laffer effect)

Taxing high incomes hurts
the economy

High-income tax cuts reduce/
long-run ineq. (Trickle down)

0

n—.—o—‘—o—a
—@— @ <>
@ —@—
-@- —@—
25 50 75 100
e Republicans ® Democrats

People with similar income to mine
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Distributional Effects of Income and Estate Taxes

If taxes cut for high incomes: Republicans believe more than Democrats that
lower-incomes will also gain.

If overall taxes are raised, Republicans believe more than Democrats that everyone will
lose.

Republicans perceive their own gains and losses from tax cuts (income or estate tax) as
more similar to those of high incomes than Democrats do. * chart

Consistent with Republicans perceiving their own social class as higher, even
conditional on income.
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Distributional Effects: Would the following Groups/You Win from These Tax Changes?

All respondents
Democrats

Republicans

All respondents
Democrats

Republicans

Tax cut for high incomes
@+ —®— O @~
@O —O— —@—
oo 0 e

Overall tax increase and more government revenue

0

25 50 75 100

@ Poor Households ® Working Class @ Middle Class
) Upper-middle Class ® Upper Class Q Me

» Back
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Would the following Groups/You Win if the Estate Tax Were Cut?

All respondents

»—.—.4—4—.—4»—‘04—.—1

Democrats 00000
Republicans ® o0 o %
0 25 50 75 100
® Poor households @ Working Class @ Middle Class

° Upper-middle Class ® Upper Class @ You
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Fairness Concerns for Income and Estate Taxes

Fundamental disagreement on whether income inequality is a serious issue (25% of
Republicans; 75% of Democrats) or whether high-incomes entitled to keep large share
of their income (8% of Democrats; 55% of Republicans), whether wealth inequality is a
serious issue (18% of Republicans; 65% of Democrats).

Estate tax poses very thorny fairness issues depending on whether take children or
parents’ perspective.

If take point of view of children: Many agree unfair children have access to better
amenities if born in rich families and, to a lesser extent, that unfair children born in
wealthier families inherit more.

Still, partisan gap is large. * Chart
But if we focus on trade-off between parents being entitled to pass on their wealth

versus children being entitled to start with equal opportunities, views quite split even
within political views.

50% of Democrats think fair to allow parents to pass on wealth; 70% of Republicans.
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Fairness Considerations on the Income Tax

Money and wealth should be

more evenly distributed e A
Income inequality is a serious issue
@ @

Hard ki hould less t

ard workers should pay less taxes
High-income individuals entitled to

keep a very large share of their income ad .
0 25 20 75 100
°® Republicans ® Democrats

o People with similar income to mine
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Fairness Considerations on the Estate Tax

Money and wealth should be more evenly distributed e o
‘Wealth inequality serious issue 0 O
Unfair: Tax estate of wealthy families/ o o
fam. similar to mine who worked hard and saved a lot
Unfair: Tax estate of people who are wealthy/ 0 °—¢
similar to me who inherited a lot
Fair: Children born in very wealthy families/ o .
fam. wealthier than mine access better amenities ®
Fair: Children born in very wealthy families/
fam. wealthier than mine inherit more ® oo

Fair: Wealthy families/families similar to mine
pass on all wealth resulting in different . ] B e
opportunities for children

0 25 50 75 100

’ Families similar to mine ’ Families wealthier than mine
(4] Republicans @ Democrats

» Back
42185



Classifying Respondents by Policy Views on the Income Tax
Latent Dirichlet Allocation (LDA)

Profile I: Unfair system; highlights inequalities;
pro-redistribution

Profile II: Fair system; downplays inequalities

® A person is wealthy because she or he worked harder

® A person is wealthy because she or he had more
than others

advantages than others.

® The money and wealth in this country should be more ® The share of total U.S. income that goes to the top 1%

evenly distributed among a larger percentage of the
people.

The share of total U.S. income that goes to the top 1%
in the U.S. increased a lot over the past 30 years.

The federal income tax policy has very important
direct effects on my own life.

People with higher incomes pay a lower share of their
income in taxes than those with lower incomes.

in the U.S. increased somewhat over the past 30 years.

The government has some ability/tools to reduce
income differences between rich and poor people.

People with higher incomes pay a higher share of
their income in taxes than those with lower incomes

The federal income tax policy has some direct effects
on my own life.

Share of Republicans of type II: 66% vs Share of Democrats of type II: 29%

Share of High Incomes of type II: 50% vs Share of Low Incomes of type II: 44%
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Classifying Respondents by Policy Views on the Estate Tax

Profile I: Not concerned by estate tax system; highlight
inequalities

Profile II: Concerned by estate tax system; unfair system

® Ido not feel personally affected by the federal estate
tax.

® There should be a federal estate tax in the US.

® The money and wealth in this country should be more

evenly distributed among a larger percentage of the
people.

® A person is wealthy because she or he had more
advantages than others.

® Not every individual’s estate is subject to the federal
estate tax at death.

® The share of total U.S. income that goes to the top 1%
in the US increased a lot over the past 30 years.

The federal estate tax is mostly taxing assets that have
already been taxed and thus leads to “double
taxation.”

I do not know what the stepped-up cost basis at death
is.

Every individual’s estate is subject to the federal estate
tax at death.

There should not be a federal estate tax in the US.

I am dissatisfied with the current U.S. federal estate
tax system.

The current U.S. federal estate tax system is unfair.

Share of Republicans of type II: 71% vs Share of Democrats of type II: 32%

Share of High Incomes of type II: 51% vs Share of Low Incomes of type II: 46%
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Putting it All Together: Views on Tax Policies



Recall: A Decomposition of Tax Policy Views

Redistributive benefits
1. Distributional impacts

Mechanical impacts
Spillovers (e.g.: “trickle down”)

2. Fairness concerns

Efficiency effects:

Behavioral distortions (labor supply, moving states, savings, evasion/avoidance, etc.)
& Broader efficiency effects.

Knowledge & Misperceptions

Views of Government

Modulating factors
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A Decomposition of Policy Views: Underlying Reasoning

Income Satisfied Progressive tax Support 1 taxes on high incomes to ~ Government
tax income important tool expand programs increase responsible to
fair tax to | inequality ~ for low-incomes investment | inequality
(1) ) ®) @ 5) ©)

Republican 0.17+*  0.17** -0.11%* -0.18*** 0.01 -0.16***
0.02) (0.02) 0.02) (0.02) (0.03) (0.02)
Misperception index 0.16**  0.17** 0.02 0.01 -0.05** 0.05**
(0.02) (0.02) 0.02) (0.02) 0.02) (0.02)
Efficiency index 0.02 0.03* -0.03** 0.02 0.03* 0.04***
0.02) (0.01) (0.01) (0.01) 0.02) (0.01)
Redistribution index -0.18**  -0.17*** 0.28*** 0.32** 0.13*** 0.23***
(0.02) (0.02) (0.02) (0.02) 0.02) (0.02)
Government trust index ~ 0.11%**  0.10*** 0.16*** 0.19*** 0.12%** 0.21***
(0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

» Additional Outcomes
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A Decomposition of Policy Views: Underlying Reasoning

Income Satisfied Progressive tax Support 1 taxes on high incomes to ~ Government
tax income important tool expand programs increase responsible to
fair tax to | inequality ~ for low-incomes investment | inequality
(1) ) ®) @ ) ©)

Republican 0.17+*  0.17** -0.11%* -0.18*** 0.01 -0.16***
(0.02) (0.02) (0.02) (0.02) (0.03) (0.02)
Misperception index 016" 0.7 0.02 0.01 20.05% 0.05**
[ (0.02) (0.02) (0.02) (0.02) (0.02) (0.02)
Efficiency index 0.02 0.03* -0.03** 0.02 0.03* 0.04***
0.02) (0.01) (0.01) (0.01) 0.02) (0.01)
Redistribution index -0.18**  -0.17*** 0.28*** 0.32** 0.13*** 0.23***
(0.02) (0.02) 0.02) (0.02) 0.02) (0.02)
Government trust index ~ 0.11%**  0.10*** 0.16*** 0.19*** 0.12%** 0.21***
(0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

» Additional Outcomes
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A Decomposition of Policy Views: Underlying Reasoning

Income Satisfied Progressive tax Support 1 taxes on high incomes to ~ Government
tax income important tool expand programs increase responsible to
fair tax to | inequality ~ for low-incomes investment | inequality
(1) ) ®) @ ) ©)

Republican 0.17+*  0.17** -0.11%* -0.18*** 0.01 -0.16***
0.02) (0.02) (0.02) (0.02) (0.03) (0.02)
Misperception index 0.16**  0.17** 0.02 0.01 -0.05** 0.05**
(0.02) (0.02) (0.02) (0.02) (0.02) (0.02)
Efficiency index 0.02 0.03* -0.03** 0.02 0.03* 0.04***
(0.02) (0.01) (0.01) (0.01) (0.02) (0.01)
Redistribution index 0I8F 0177 028 0327 0.137 0237
(0.02) (0.02) 0.02) (0.02) 0.02) (0.02)
Government trust index ~ 0.11%**  0.10*** 0.16*** 0.19*** 0.12%** 0.21***
(0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

» Additional Outcomes
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A Decomposition of Policy Views: Underlying Reasoning

Income Satisfied Progressive tax Support 1 taxes on high incomes to ~ Government
tax income important tool expand programs increase responsible to
fair tax to | inequality ~ for low-incomes investment | inequality
(1) ) ®) @ ) ©)

Republican 0.17+*  0.17** -0.11%* -0.18*** 0.01 -0.16***
0.02) (0.02) (0.02) (0.02) (0.03) (0.02)
Misperception index 0.16**  0.17** 0.02 0.01 -0.05** 0.05**
(0.02) (0.02) (0.02) (0.02) 0.02) (0.02)
Efficiency index 0.02 0.03* -0.03** 0.02 0.03* 0.04***
(0.02) (0.01) (0.01) (0.01) (0.02) (0.01)
Redistribution index -0.18**  -0.17*** 0.28*** 0.32** 0.13*** 0.23***
(0.02) (0.02) (0.02) (0.02) (0.02) (0.02)
Government trust index ~ 0.11%**  0.10%** 0.16** 0.19*** 0.12%** 0.21**
(0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

» Additional Outcomes
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A Decomposition of Policy Views: Underlying Reasoning

Income Satisfied Progressive tax Support 1 taxes on high incomes to ~ Government
tax income important tool expand programs increase responsible to
fair tax to | inequality ~ for low-incomes investment | inequality
(1) ) ®) @ ) ©)

Republican 0.17+*  0.17** -0.11%* -0.18*** 0.01 -0.16***
0.02) (0.02) (0.02) (0.02) (0.03) (0.02)
Misperception index 0.16**  0.17** 0.02 0.01 -0.05** 0.05**
(0.02) (0.02) (0.02) (0.02) 0.02) (0.02)
Efficiency index 0.02 0.03* -0.03** 0.02 0.03* 0.04***
0.02) (0.01) (0.01) (0.01) 0.02) (0.01)
Redistribution index -0.18**  -0.17*** 0.28*** 0.32** 0.13*** 0.23***
(0.02) (0.02) (0.02) (0.02) (0.02) (0.02)
Government trust index ~ 0.11%**  0.10%** 0.16** 0.19*** 0.12%** 0.21**
(0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

» Additional Outcomes
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A Decomposition of Policy Views: Underlying Reasoning

Income Satisfied Progressive tax Support 1 taxes on high incomes to ~ Government
tax income important tool expand programs increase responsible to
fair tax to | inequality ~ for low-incomes investment | inequality
(1) ) ®) @) ) ©)

[ Republican 0.17+*  0.17** -0.11%* -0.18*** 0.01 -0.16*** ]
002y (0.02) 002y 002y {003) {007)
Misperception index 0.16**  0.17** 0.02 0.01 -0.05** 0.05**
(0.02) (0.02) (0.02) (0.02) 0.02) (0.02)
Efficiency index 0.02 0.03* -0.03** 0.02 0.03* 0.04***
0.02) (0.01) (0.01) (0.01) 0.02) (0.01)
Redistribution index -0.18**  -0.17*** 0.28*** 0.32** 0.13*** 0.23***
(0.02) (0.02) 0.02) (0.02) 0.02) (0.02)
Government trust index ~ 0.11%**  0.10*** 0.16*** 0.19*** 0.12%** 0.21***
(0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

» Additional Outcomes
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A Decomposition of Policy Views: Underlying Reasoning

Estate tax ~ Satisfied Estate Estate tax 1 Estate tax Government
system  with estate tax should should be good wayto  responsible to
fair tax exist increased | inequality | wealth transm.
) ) &) 4) 5) ©)
Republican 0.11%** 0.10%** -0.07+** -0.08*** -0.09*** -0.01
(0.03) (0.03) 0.02) (0.02) (0.02) (0.02)
Misperception index 0.03 0.01 -0.09*** -0.16%** -0.04* -0.10%*
0.02) (0.02) (0.02) (0.02) (0.02) (0.02)
Efficiency index 0.01 0.01 -0.06%** -0.01 0.02 0.06***
0.02) (0.02) 0.01) (0.01) (0.01) (0.01)
Redistribution index -0.06** -0.09** 0.28*** 0.29%** 0.24%** 0.21%**
0.02) (0.02) (0.02) (0.02) (0.02) (0.02)
Government trust index — 0.14*** 0.13%** 0.16%** 0.11%** 0.18*** 0.15%**
(0.02) (0.02) (0.01) (0.01) (0.01) (0.01)

» Additional Outcomes
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A Decomposition of Policy Views: Underlying Reasoning

Estate tax ~ Satisfied Estate Estate tax
system  with estate tax should should be

1 Estate tax
good way to

Government
responsible to

fair tax exist increased | inequality | wealth transm.
(€] (2 3) “) ®) 6)
Republican 0.11%** 0.10%** -0.07*** -0.08*** -0.09*** -0.01
(0.03) (0.03) (0.02) (0.02) (0.02) (0.02)
Misperception index 0.03 0.01 0.09%% -0.16%%* -0.04* -0.10%
[ (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) ]
Efficiency index 0.01 0.01 -0.06*** -0.01 0.02 0.06%**
(0.02) (0.02) (0.01) (0.01) (0.01) (0.01)
Redistribution index -0.06*** -0.09*** 0.28%** 0.29%** 0.24%* 0.21%**
(0.02) (0.02) (0.02) (0.02) (0.02) (0.02)
Government trust index — 0.14*** 0.13%** 0.16%** 0.11%%* 0.18%** 0.15%**
(0.02) (0.02) (0.01) (0.01) (0.01) (0.01)

» Additional Outcomes
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A Decomposition of Policy Views: Underlying Reasoning

Estate tax ~ Satisfied Estate Estate tax 1 Estate tax Government
system  with estate tax should should be good wayto  responsible to
fair tax exist increased | inequality | wealth transm.
) ) &) 4) 5) ©)
Republican 0.11%** 0.10%** -0.07+** -0.08*** -0.09*** -0.01
(0.03) (0.03) 0.02) (0.02) (0.02) (0.02)
Misperception index 0.03 0.01 -0.09*** -0.16%** -0.04* -0.10%*
(0.02) (0.02) (0.02) (0.02) (0.02) (0.02)
Efficiency index 0.01 0.01 -0.06%** -0.01 0.02 0.06***
(0.02) (0.02) (0.01) (0.01) (0.01) (0.01)
Redistribution index -0.06%* -0.09%* 0.28* 0.29%** 0.24% 0.217%*
0.02) (0.02) (0.02) (0.02) (0.02) (0.02)
Government trust index — 0.14*** 0.13%** 0.16%** 0.11%** 0.18*** 0.15%**
(0.02) (0.02) (0.01) (0.01) (0.01) (0.01)

» Additional Outcomes
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A Decomposition of Policy Views: Underlying Reasoning

Estate tax ~ Satisfied Estate Estate tax 1 Estate tax Government
system  with estate tax should should be good wayto  responsible to
fair tax exist increased | inequality | wealth transm.
) ) &) 4) 5) ©)
Republican 0.11%** 0.10%** -0.07+** -0.08*** -0.09*** -0.01
(0.03) (0.03) 0.02) (0.02) (0.02) (0.02)
Misperception index 0.03 0.01 -0.09*** -0.16%** -0.04* -0.10%*
(0.02) (0.02) (0.02) (0.02) (0.02) 0.02)
Efficiency index 0.01 0.01 -0.06%** -0.01 0.02 0.06***
(0.02) (0.02) (0.01) (0.01) (0.01) (0.01)
Redistribution index -0.06** -0.09** 0.28*** 0.29%** 0.24%** 0.21%**
(0.02) (0.02) (0.02) (0.02) (0.02) (0.02)
Government trust index — 0.14*** 0.13%** 0.16%** 0.171%+* 0.18%** 0.15%**
(0.02) (0.02) (0.01) (0.01) (0.01) (0.01)

» Additional Outcomes
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A Decomposition of Policy Views: Underlying Reasoning

Estate tax ~ Satisfied Estate Estate tax 1 Estate tax Government
system  with estate tax should should be good wayto  responsible to
fair tax exist increased | inequality | wealth transm.
) F) &) 4) 5) ©)
Republican 0.11%** 0.10%** -0.07+** -0.08*** -0.09*** -0.01
(0.03) (0.03) 0.02) (0.02) (0.02) (0.02)
Misperception index 0.03 0.01 -0.09*** -0.16%** -0.04* -0.10%*
(0.02) (0.02) (0.02) (0.02) (0.02) 0.02)
Efficiency index 0.01 0.01 -0.06%** -0.01 0.02 0.06***
(0.02) (0.02) 0.01) (0.01) (0.01) (0.01)
Redistribution index -0.06** -0.09** 0.28*** 0.29%** 0.24%** 0.21%**
(0.02) (0.02) (0.02) (0.02) (0.02) (0.02)
Government trust index — 0.14*** 0.13%** 0.16%** 0.171%+* 0.18%** 0.15%**
(0.02) (0.02) (0.01) (0.01) (0.01) (0.01)

» Additional Outcomes
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A Decomposition of Policy Views: Underlying Reasoning

Estate tax ~ Satisfied Estate Estate tax 1 Estate tax Government
system  with estate tax should should be good wayto  responsible to
fair tax exist increased | inequality | wealth transm.
) ) &) 4) 5) ©)
Republican 0.11%** 0.10%** -0.07+** -0.08*** -0.09*** -0.01
(0.03) (0.03) (0.02) (0.02) (0.02) (0.02)
Misperception index 0.03 0.01 0.09%% -0.16%%* -0.04* -0.10%
(0.02) (0.02) (0.02) (0.02) (0.02) 0.02)
Efficiency index 0.01 0.01 -0.06%** -0.01 0.02 0.06***
(0.02) (0.02) 0.01) (0.01) (0.01) (0.01)
Redistribution index -0.06** -0.09** 0.28*** 0.29%** 0.24%** 0.21%**
0.02) (0.02) (0.02) (0.02) (0.02) (0.02)
Government trust index — 0.14*** 0.13%** 0.16%** 0.11%** 0.18*** 0.15%**
(0.02) (0.02) (0.01) (0.01) (0.01) (0.01)

» Additional Outcomes
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Recap: A Decomposition of Tax Policy Views

Redistributive benefits
1. Distributional impacts

Mechanical impacts
Spillovers

2. Fairness concerns

Efficiency effects:

Behavioral distortions

& Broader efficiency effects
Knowledge & Misperceptions
Views of Government

Modulating factors
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Treatment Effects of Video Courses
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Three different video courses

Redistribution: Distributional impacts of policy. Who benefits, who loses?
Efficiency: Efficiency costs and benefits of policy, possible spillovers.

Economist: Trade-off between redistribution and efficiency.
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Three different video courses

Redistribution: Distributional impacts of policy. Who benefits, who loses?
Efficiency: Efficiency costs and benefits of policy, possible spillovers.
Economist: Trade-off between redistribution and efficiency.

No normative stand on what tax system should be; few quantitative facts; nothing
about current tax system.

61185



Income Tax: Redistribution Treatment (I)

The top 1% richest agents, just one person
in 100, earn around 22% or almost one quarter
of all income in the U.S.

I TOTAL U.S. INCOME

PRRIRRED RORRIRRED ARTORERRET ART0NSAS b1 ARTARRRES ARIRARALY 9

Bottom 10% 20% 30% 40% 50% 60% 70% 80% 90% 99% Top 1%

Link to the video here
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https://www.youtube.com/watch?v=_vq7ZTjBN3Y
https://www.youtube.com/watch?v=_vq7ZTjBN3Y

Income Tax: Redistribution Treatment (II)

A progressive income tax system means
that higher income households pay a higher
share of their income in taxes.

TAXES |||
|III

PARARRRY AATERAANEY ARTARSANEY ARAORERNST HEAET ARTORERREE ARANSRALY 0

Bottom 10% 20% 30% 40% % 80%

90%

999% Top 1%
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https://www.youtube.com/watch?v=_vq7ZTjBN3Y

Income Tax: Redistribution Treatment (III)

Revenues from the income tax go to fund
tax cuts or transfers for lower income families.

TRANSFERS |
nmnm|mnm|mnmnnmnm|MHMIM“M““mnmlmwmlMHN“"“m“
PAREARY IRTAREANEY ARPIRSAREY ANEIRARAE1 AT TN |

Bottom 10% 20% 30% 40% 50% 60% 70% 80% 90% 99% Top 1%
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https://www.youtube.com/watch?v=_vq7ZTjBN3Y

Income Tax: Efficiency Treatment (I)

However, raising taxes has some economic costs.
These costs arise from people reacting to higher
taxes by changing their behaviors.

PARERRRY AATERARNEY ARTERSANLY ARTAREES Het AeaRetRit ARIARERANY O

Bottom 10% 20% 30% 40% % 80% 90% 99% Top 1%

Link to the video here
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https://youtu.be/9xd-RHMiIcE
https://youtu.be/9xd-RHMiIcE

Income Tax: Efficiency Treatment (II)

Higher taxes could thus reduce overall economic
activity and incomes.

‘ U.S. economic ‘ ‘
activity
ot st et St AR A I||||||||| m“““l ‘““““I ““n““

PARERANE ARTAREANEY ARTORARRSY AASORIRY RO ARARERRL ARPONSAREY 0

Bottom 10% 20% 30% 40% 50% 60% 70% 80% 90% 99% Top 1%
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https://youtu.be/9xd-RHMiIcE

Income Tax: Efficiency Treatment (III)

When the tax rate rises, Martha may decide to not
look for a job anymore, since the cost of searching

and working may no longer be worth the lower
post-tax income.

E‘}

TP (11FAAREY ARPARAANRY ARAANS G ARORRERE APARERAEY 0

Bottom 10% 20% 30% 40% % 80% 90% 99% Top 1%
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https://youtu.be/9xd-RHMiIcE

Income Tax: Economist Treatment (I)

All taxes have an economic cost and too high taxes can discourage
economic activity.

But there are also benefits. Progressive taxes make the income distribution
more equal and fair by redistributing some income from richer to poorer
people. The ideal income tax system will be the one that balances these
costs and benefits.

RAISE TAXES LOWER TAXES

INCOME ECONOMIC
INEQUALITY COST

Link to the video here
68185


https://youtu.be/e3NBmrzEmUQ
https://youtu.be/e3NBmrzEmUQ

Policy Outcomes of the Income Tax: Treatment Effects

Income Satisfied Progressive tax Support 1 taxes on high incomes to ~ Government

tax income important tool expand programs increase responsible to
fair tax to | inequality  for low-incomes investment 1} inequality
@) @) ®) @) ©) (6)
Redistribution T 0.01 0.02 0.11%* 0.04 0.05* 0.09%**
(0.03) (0.03) (0.03) (0.03) (0.03) (0.03)
Efficiency T 0.01 0.00 0.00 -0.01 0.04 0.00
(0.03) (0.03) (0.03) (0.03) (0.03) (0.03)
Economist T -0.02 -0.04* 0.06%* 0.05** 0.07+#* 0.07+**
(0.02) (0.02) (0.02) (0.02) (0.03) (0.03)

» Additional Outcomes
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Policy Outcomes of the Income Tax: Treatment Effects

Income Satisfied Progressive tax Support 1 taxes on high incomes to ~ Government

tax income  important tool expand programs increase responsible to
fair tax to | inequality  for low-incomes investment 1} inequality
@) @) ®) @) ©) (6)
Redistribution T~ 0.01 0.02 0.11%* 0.04 0.05* 0.09%**
(0.03) (0.03) (0.03) (0.03) (0.03) (0.03)
Efficiency T 0.01 0.00 0.00 -0.01 0.04 0.00
(0.03) (0.03) (0.03) (0.03) (0.03) (0.03)
Economist T -0.02 -0.04* 0.06** 0.05** 0.07** 0.07***
(0.02) (0.02) (0.02) (0.02) (0.03) (0.03)

» Additional Outcomes
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Policy Outcomes of the Income Tax: Treatment Effects
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Policy Outcomes of the Income Tax: Treatment Effects

Income Satisfied Progressive tax Support 1 taxes on high incomes to ~ Government
tax income  important tool expand programs increase responsible to
fair tax to | inequality  for low-incomes investment 1} inequality
@) @) ®) @) ©) (6)

Redistribution T~ 0.01 0.02 0.11%* 0.04 0.05* 0.09%**
(0.03) (0.03) (0.03) (0.03) (0.03) (0.03)

Efficiency T 0.01 0.00 0.00 -0.01 0.04 0.00
(0.03) (0.03) (0.03) (0.03) (0.03) (0.03)

Economist T -0.02 -0.04* 0.06** 0.05** 0.07** 0.07***
(0.02) (0.02) (0.02) (0.02) (0.03) (0.03)

» Additional Outcomes
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Estate Tax: Redistribution Treatment (I)

oL ri . . Top 0.1%

The top 0.1% richest agents, or just 1 person in 1000,

hold around 22%, almost one quarter of all the wealth

in the U.S.

‘ TOTAL U.S.

WEALTH
it PR ARTORRALY AR14 UM
Bottom 10% 20% 30% 40% 50% 60% 70% 80% 90% 99% Top 1%
Link to the video here
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https://www.youtube.com/watch?v=Wz5Xr723tJk
https://www.youtube.com/watch?v=Wz5Xr723tJk

Estate Tax: Redistribution Treatment (II)

Revenues from the estate tax go to fund other tax cuts, transfers,
or government programs that help less wealthy families.

ESTATE
TAXES I

.Ill ||““ ‘
lllll““l IIIIII|I|| ||||
SOE CHIRERAEY ARIARERR AR 11 ettt
Bottom 10% 20% 30% 40% 50% 60% 70% 80% 90% 99% Top 1%
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https://www.youtube.com/watch?v=Wz5Xr723tJk

Estate Tax: Redistribution Treatment (III)

Leveling the playing field through the estate tax is even more important
since children from wealthy families already start with many more
advantages in life, such as:

IS
™~ 2
i
better schools better health better better social and
neighborhoods professional networks
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https://www.youtube.com/watch?v=Wz5Xr723tJk

Estate Tax: Efficiency Treatment (I)

When the estate tax is higher, wealthy parents may decide to work
less or start fewer businesses since the wealth they create to transmit
to their kids will be lower after tax.

.
T
3 Wi wiktow
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PARSAAEE ARTARSRAEE ARTORERRLE ARTORERE AERREE ARTORERAEE ARTORERREE #
Bottom 10% 20% 30% 40% 50% 60% 70% 80% 90% 99% Top 1%

Link to the video here
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https://www.youtube.com/watch?v=pZ47JuiqoOU
https://www.youtube.com/watch?v=pZ47JuiqoOU

Estate Tax: Efficiency Treatment (II)

When the estate tax is higher, wealthy parents may also want to
hide more of their wealth from the tax authorities.

There are many sophisticated tax evasion and avoidance channels

and loopholes.

Bottom 10% 20% 30% 40% 50% 60% 70% 80% 90%

HAERANY RTARERRY ARFORSRRSY ARIRRRY HAH ARPARERAET ARORERAEY

99% Top 1%
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https://www.youtube.com/watch?v=pZ47JuiqoOU

Estate Tax: Efficiency Treatment (III)

But there are also economic benefits from a higher estate tax:
When wealthy children receive less after-tax wealth handed down
from their parents, they will work more on their own.

’
-l lIIIIIIlll ||‘|“ﬂ||
IRERREE AREORERREE ARTORERRS AREARFH RREE AREERERRES ARTORARREY A
Bottom 10%  20%  30%  40%  50%  60%  70%  80%  90%  99% Top 1%
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https://www.youtube.com/watch?v=pZ47JuiqoOU

Estate Tax: Economist Treatment (I)

To sum up, like all taxes, the estate tax has economic costs and benefits.
An estate tax makes the wealth distribution more equal and fair and levels
the playing field between children from poor and wealthy families.

The right level of the estate tax will be the one that balances its
costs and benefits.

RAISE TAXES LOWER TAXES

IN\'/EVEALTH
UL ECONOMIC
COSTS
Link to the video here.
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https://www.youtube.com/watch?v=qnT07wO8nVA
https://www.youtube.com/watch?v=qnT07wO8nVA

Policy Outcomes of the Estate Tax: Treatment Effects

Estate tax  Satisfied Estate Estate tax 1 Estate tax Government
system  with estate taxshould shouldbe goodwayto  responsible to
fair tax exist increased | inequality | wealth transm.
@) @) ®) *) (©) (©)
Redistribution T -0.04 -0.03 0.05 0.07** 0.14*** 0.02
(0.04) (0.04) (0.04) (0.03) (0.04) (0.03)
Efficiency T 0.01 0.01 0.02 0.01 0.08** 0.01
(0.04) (0.04) (0.04) (0.03) (0.04) (0.03)
Economist T 0.01 0.01 0.04 0.07** 0.12%** 0.02
(0.03) (0.03) (0.03) (0.03) (0.03) (0.03)

» Additional Outcomes
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Policy Outcomes of the Estate Tax: Treatment Effects

Estate tax  Satisfied Estate Estate tax 1 Estate tax Government
system  with estate tax should shouldbe goodwayto  responsible to
fair tax exist increased | inequality | wealth transm.
@) ) ®G) © ®) (6)
Redistribution T -0.04 -0.03 0.05 0.07** 0.14%** 0.02
(0.04) (0.04) (0.04) (0.03) (0.04) (0.03)
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(0.04) (0.04) (0.04) (0.03) (0.04) (0.03)
Economist T 0.01 0.01 0.04 0.07** 0.12%** 0.02
(0.03) (0.03) (0.03) (0.03) (0.03) (0.03)

» Additional Outcomes
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Policy Outcomes of the Estate Tax: Treatment Effects

Estate tax  Satisfied Estate Estate tax 1 Estate tax Government
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fair tax exist increased | inequality | wealth transm.
@) ) ®G) © ®) (6)
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(0.04) (0.04) (0.04) (0.03) (0.04) (0.03)
Efficiency T 0.01 0.01 0.02 0.01 0.08** 0.01
(0.04) (0.04) (0.04) (0.03) (0.04) (0.03)
Economist T 0.01 0.01 0.04 0.07** 0.12%** 0.02
(0.03) (0.03) (0.03) (0.03) (0.03) (0.03)

» Additional Outcomes
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To be continued..

Comments very welcome!

THANK YOU!

socialeconomicslab.org

understandingeconomics.org
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