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Abstract

We study the effects of information on attitudes towards inheritance taxation using survey
experiments fielded in Germany. We show that information about tax allowances increases
demand for higher taxes and shifts public opinion from favoring abolition to supporting
the tax. Effects are primarily due to a prevalent underestimation of tax allowances and the
alteration of people’s expectations of being affected by such taxes. In contrast, information
highlighting the increasing proportion of inherited wealth only negligibly affects policy
demand. Our results suggest that pocketbook motives and misinformation may contribute
to explaining the paradox of limited demand for inheritance taxation despite growing
inequality concerns.
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1 Introduction

Wealth has become increasingly concentrated over the past decades (Zucman, 2019). The
unequal distribution of wealth is partly attributed to inheritance flows (Nekoei and Seim,
2023). Yet, while the taxation of inheritances is widely considered an effective way to reduce
inequality (Farhi and Werning, 2013; Piketty and Saez, 2013), it generates markedly little fiscal
revenue in many countries (OECD, 2021). In explaining the apparent disconnect between
concentrated wealth and lax inheritance taxation, scholars contend that the public holds
misperceptions about the distributional effects of taxes, leading to low demand for reform
(Stantcheva, 2021; Bastani and Waldenstrém, 2021).

For policymakers, public support is of particular importance to the political feasibility
of capital tax reforms (Scheuer and Wolitzky, 2016; Fastenrath et al., 2022). Incorrect un-
derstanding about the effects of taxes is often considered a key feature for determining the
public’s support of wealth-related taxes (Birney et al., 2006; Sides, 2016; Bischoff and Kusa,
2019). If people misperceive the effects of policies or do not consider wealth inequality to be
problematic, they will be less likely to support taxation policies. To understand the factors
that shape public support, it is then necessary to examine levels of misinformation about tax
policies and how correcting this information shapes opinion.

To this end, we investigate the effect of information on public support of inheritance taxes
in Germany. Using a survey experiment that exploits randomized provisions of information,
we examine the effect of correcting information about tax allowances to assess the relative role
of pocketbook (self-interest) effects. We argue that this information treatment primarily works
through concerns about being personally affected, which upon learning about the taxable
amount of wealth, reduces perceptions of being liable. This primary allowance treatment
provides basic information about the German tax scheme that allows respondents to easily
assess the threshold of wealth needed to meet tax liability and implicitly their own likelihood
of paying the tax. To benchmark this treatment, we also investigate the effect of general
information about wealth inequality providing a treatment on the importance of inheritance

for wealth accumulation in Germany.



Our survey reveals several interesting descriptive patterns. We find that only 17% of
respondents are in favor of increasing current tax rates and that a relative majority of 41%
supports abolishing inheritance taxation. Moreover, we find that about 41% of respondents
expect to be affected by inheritance taxation. This finding is puzzling, given that the vast
majority of people in Germany will likely never be directly affected by inheritance taxation
because of high exemption thresholds.! However, we also find that, in our sample, about 80%
of respondents underestimate the level of the inheritance tax allowance.

Our experimental results show that providing simple information about the tax allowance
threshold affects support for reforming inheritance taxes. We find that the tax allowance
treatment increases support for raising tax rates (by about 4 percentage points) and decreases
support for abolishing the inheritance tax (by about 6 percentage points). For the latter, these
effects are large enough to shift a relative majority for abolishing inheritance taxation towards
a relative majority for keeping the current status. In contrast, the benchmark treatment on
wealth inequality has no significant effect on either outcome variable. Further analysis shows
that the impact of providing information about the tax allowance comes solely from those
survey participants who had underestimated this allowance. This finding points to a genuine
belief updating rather than priming or interviewer demand effects. Furthermore, we do not
observe any spillover effects on attitudes towards other capital taxes, such as the support for
implementing a general wealth tax.

Investigating our hypothesis that financial self-interest is pivotal in how individuals re-
spond to the informational treatment, we further examine the underlying mechanisms that
drive the observed effect of the tax allowance information. Our analysis of effect heterogeneity
uncovers that the impact is more pronounced among lower-income groups and particularly
driven by participants who anticipate their bequests to be less than the exemption threshold.
Interestingly, we find little variation in the treatment effect across different political ideolo-
gies, suggesting that economic self-interest plays a more crucial role than broader political

inclinations in shaping responses to the information treatment.

'The effective inheritance tax rate is estimated to be zero for more than 90% of all inheritance transfers (Bach
and Thiemann, 2016).



To directly investigate the causal mechanisms, we also estimate the impact of the infor-
mation treatment on various potential perceptual factors that could influence support for
inheritance taxation. Our findings indicate no significant change in views on the intergener-
ational transfer of wealth, inequality concerns, or beliefs in meritocracy in response to the
treatment. However, we find that the information treatment markedly decreases the perceived
likelihood of being personally affected by the inheritance tax by approximately 17 percentage
points—a relative reduction of almost 40%. This significant adjustment in expectations high-
lights the potential importance of pocketbook considerations as the key causal mechanism
driving the effects on reform support.

Finally, we exploit the exogenous variation in the perceived likelihood of being personally
affected by the inheritance tax generated by the information treatment to obtain an estimate
of the pocketbook effect in an instrumental variable estimation. Our results reveal a sub-
stantial impact of updating personal beliefs on being affected by the tax on reform support.
Among individuals who update their belief about being personally affected by the tax, be-
tween 35% to 45% change their view on abolishing the tax while between 20% to 30% change
their view on increasing the tax rate.

This paper contributes to important studies that have examined the determinants of
public support for inheritance taxation (Kuziemko et al., 2015; Gross et al., 2017; Adermon
et al., 2018; Bastani and Waldenstrom, 2020; Fisman et al., 2020; Stantcheva, 2021). Similar
to studies that consider perceptions of inequality an important factor (e.g., Cruces et al.,
2013; Alesina et al., 2018), we examine how the perception of being personally impacted
by inheritance taxes shapes demand for taxation. This builds on the work of Sides (2016)
in which providing information about who is subject to taxes (namely, how few) increases
support for wealth taxation. We add to the literature by providing a simple information
treatment, arguably bypassing much of the complexity in tax systems that leads to ongoing
misunderstanding and misconceptions among the public (e.g., Slemrod, 2006; Blesse et al.,
2019; Benzarti, 2020).

The paper unfolds as follows. Section 2 outlines the institutional background, followed

by Section 3 which delves into our opinion survey data, the experimental design, and pivotal



descriptive results. Section 4 presents the main experimental results, while Section 5 explores
potential mechanisms and presents our instrumental variable estimates of the pocketbook

effect. Section 6 concludes.

2 Institutional Background

In most industrialized countries, there are two main forms of taxation of intergenerational
wealth transfers: estate taxes and inheritance taxes. An estate tax is levied on the total
bequest of the testator, while an inheritance tax is levied on the share the recipient receives.
A small number of countries, among them the United States and the United Kingdom, impose
an estate tax, while the majority of industrialized countries, among them Germany, impose
inheritance taxes. Inheritance tax laws vary between industrialized countries in terms of
tax rates, allowances, and exemptions for specific groups. From a comparative perspective,
Belgium has the highest inheritance tax rate, taxing up to 80% on transfers between non-
family relationships (Drometer et al., 2018). Italy has the highest tax allowance of 1 million
euros for spouses and direct relatives. Germany follows with the second-highest tax allowance,
of 500,000 euros for spouses and 400,000 euros for children. Unlike other sources of tax
revenue, inheritance taxes contribute very little to total national tax revenue. In Germany,
this amounted to 0.2% of GDP in 2016, while the total tax revenue as a percentage of GDP
was 37.6%. In France, inheritance tax revenue as a share of GDP was 0.6%. In the United
States, it amounted to only 0.1%. Several industrialized countries such as Canada, Norway,
and Sweden have abolished inheritance taxes altogether.

In Germany, the inheritance tax depends on the size of bequest and the relationship be-
tween testator and heir. German inheritance tax law distinguishes between three tax classes
defined by familiar relationships. Heirs in Germany can benefit from tax allowances on in-
heritance, which also vary depending on the degree of kinship. Tax allowances capture the
threshold amount under which inherited assets remain tax-free. Allowances are greater when
the degree of familiar relationship is more direct. For example, spouses and life partners can

inherit up to 500,000 euros from their partner and a child can inherit up to 400,000 euros from



their mother or father without paying inheritance taxes. This tax allowance decreases with
increasing distance in the family relationship, with siblings, nieces, nephews, and unrelated
heirs having an allowance of 20,000 euros (ErbStG, §16). Tax rates, applied to assets above
thresholds, also depend on the relationship between testator and heir. The tax schedule in
each tax class is progressive, featuring a graduated tax rate. Marginal tax rates in Tax Class
1 vary from 7% for a taxable inheritance of 75,000 euros to 30% for a taxable inheritance of
more than 26 million euros (ErbStG, §19).2

The average tax burden of the inheritance tax is only about 9%, a figure substantially lower
than the approximately 30% average tax burden imposed on labor income in Germany.? This
relatively low effective rate can be attributed to various exemptions, which contribute to the
complexity of this policy (Thiemann et al., 2021). An example of this is a provision allowing
individuals who inherit real estate (e.g., one’s family home) to remain tax-free through the
condition of personally using inherited property for ten years. Moreover, current inheritance
tax law allows, under certain conditions, an exemption of up to 85% to 100% on the operating
assets of family businesses.

While inheritance taxes are somewhat progressive in Germany, inequality in the distribu-
tion of private wealth is significant and growing, resulting in a highly skewed concentration
of wealth among the wealthiest individuals. While the assessment of wealth inequality is
complex due to insufficient data on the private assets of the very rich, Schroder et al. (2020)
estimate that the wealthiest 1% of the population own around 35% of the total net private
wealth in Germany. The growth of wealth among the top 10% has surged since the early
1990s, but has remained stagnant for the bottom 50% of the German population. Over the
past 25 years, the wealth of the top 10% has increased by 100 times that of the bottom 50%
of Germans (Albers et al., 2022). At the same time, the role of inherited wealth has become
more relevant. After the Second World War, inherited wealth as a fraction of private wealth

declined until the 1970s before sharply increasing from the 1980s onward (OECD, 2021).

?Marginal tax rates in Class 2 (3) vary from 15% (30%) for a taxable inheritance up to 75,000 euros to 43%
(50%) for a taxable inheritance of more than 26 million euros.
30wn calculations based on Statistisches Bundesamt (2022).



3 Data and Empirical Strategy

3.1 The Opinion Survey

Data for this paper stems from the Inequality Barometer, an original survey conducted in

September 2020, on a national sample of the German population.*

This survey targeted
the adult population, requiring participants to be at least 18 years of age and residents
of Germany. Utilizing computer-assisted web interviewing as the mode of survey enabled
the seamless incorporation of random information treatments. The core objective of the
survey was to study subjective perceptions and normative evaluations of inequality and social
mobility, as well as their relation to policy preferences.’

The survey was comprised of four modules and a range of socio-economic descriptive and
control questions. The focus of each module varied, including general perceptions of inequality
and social mobility, attitudes towards inheritance taxation and higher education, support for
long-term policies, and the relationship between climate change and economic inequality.
The survey module on inheritance taxation consisted of 13 questions about respondents’
prior experience and knowledge on the German inheritance tax, an information provision
experiment, and two question sets on respondents’ perceptions and policy preferences for
taxing inheritances and wealth. The analysis in this paper predominately builds on, though
not exclusively, the module on inheritance taxation.

Verian (formerly Kantar) conducted the survey using a quota sample from the German
adult population, drawn from their commercial online access panel.® Data collection for the
survey was carried out from September 8-30, 2020. The sample was collected based on speci-
fied quotas for age, gender, education, and region of residence. Verian further provided survey

weights to ensure representativeness for the German population. The sample is representative

at the German administrative district level (the “Regierungsbezirke”), equivalent to the EU

4Additional details regarding the Inequality Barometer and related research projects can be accessed at the
following link: https://www.exc.uni-konstanz.de/en/inequality /research/projects/inequality-barometer/.

SRefer to Bellani et al. (2021) for a detailed description of the core survey.

SVerian, previously known as Kantar, holds a reputable position as a survey company in Germany. For
example, Verian is responsible for the election reporting of Infratest dimap for ARD (a consortium of public
broadcasters in Germany), conducting the German Socio-Economic Panel (SOEP) and the IAB-Betriebspanel,
and contributing to the European Social Survey (ESS).
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Figure 1: Experimental Design

EO: Control group
baseline information (7T1=0; T2=0)

E1l: Tax allowance treatment
information about size
of tax allowance (T1=1; T2=0)

Baseline controls
& prior beliefs

’ Perceptions }—>’ Policy attitudes

E2: Inheritance share treatment
information about share of
inherited wealth and its increase
in the last 50 years (T1=0; T2=1)

E3: Combined treatment
combined information (T1=1; T2=1)

Notes: Depiction of the sequence of survey items (from left to right) and the survey experiment with two
randomly assigned information treatments.

NUTS-2 level. Verian enforced several response quality checks as a part of their standard
procedure. Respondents yielding a response time of less than 40% of the median and those
demonstrating consistent answer patterns in matrix questions are excluded. After executing
these response quality checks, the final dataset was constituted of 6208 respondents, with the
entire survey exhibiting an average response time of 23 minutes.” Additionally, we impose a
restriction to only include respondents in our analysis who answered our questions about their
prior beliefs regarding the tax allowance and the importance of inherited wealth in Germany.
Due to item non-response for these items, our estimation sample in this paper was reduced

to 6178 observations.

3.2 Experimental Design

Figure 1 visualizes our experimental design. The four experimental conditions are defined
by the random assignment of two specific information treatments. The control group (EO)
only received the baseline information that there is an inheritance tax in Germany, which
we provided to everyone in the survey. Respondents in the first experimental group (E1)
additionally received specific information on the tax allowance for inheritances in Germany.

In particular, they were informed that “Children can inherit up to 400,000 euros from their

" Additional insights into survey construction, data cleansing, and quality assurance by the survey company
can be found in Bellani et al. (2021).
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parents without having to pay an inheritance tax.” This information is our primary infor-
mation treatment (7'1) of interest. We contend that, with this information, respondents may
update their beliefs about the probability of being personally affected by inheritance taxes.

To benchmark our main information treatment, a second treatment (72) was incorpo-
rated, which informed respondents about the significance of inherited wealth in Germany.
Participants in the second experimental group (E2) received only 72, while those in the third
group (E3) received both treatments. The second treatment conveyed general information
about inheritances in Germany: 'Half of the total wealth in Germany is inherited’ and 'The
share of inherited wealth in Germany has doubled in the last 50 years,” with estimates refer-
enced from Alvaredo et al. (2017). Inspired by a treatment used in Bastani and Waldenstrom
(2021), it seeks to alter respondents’ perspectives on whether a majority of wealth in Ger-
many is inherited, potentially influencing their policy demands accordingly.® Bastani and
Waldenstrom (2021) established that informing individuals in Sweden about the substantial
aggregate significance of inherited wealth increased support for inheritance taxation.

Prior to randomizing participants into our four experimental groups, we collected data on
socio-economic characteristics and respondents’ preliminary beliefs about the information in
the treatments. Subsequent post-treatment questions assess perceptions and policy attitudes.
Perceptions are gauged through a set of questions evaluating respondents’ views of their
likelihood of being impacted by inheritance tax and the perceived significance of inherited
wealth in Germany, with answer options ranging from no agreement to complete agreement.
Policy preferences are measured through questions regarding support for i) the abolition
and ii) rate increases of the inheritance tax, with answers varying on a 5-point Likert scale
from strong opposition to strong support. Detailed operationalization of our key variables is

outlined in Appendix Table A3.

8Specifically, we hypothesize that if notions of fairness and equality of opportunity significantly impact indi-
vidual utility, the economic importance of inherited wealth may be systematically underestimated, explaining
sub-optimal levels of inheritance taxation. This fairness perspective presupposes that altruistic motives shape
preferences for redistributive taxation (Fong, 2001; Alesina and La Ferrara, 2005; Alesina and Giuliano, 2011).
Accordingly, an enhanced understanding of inherited wealth structures might increase support for inheritance
taxation.



3.3 Baseline Beliefs and Attitudes

Table 1 reports descriptive statistics by experimental group.? The table facilitates compar-
isons of our sample with alternative settings and aids in assessing its representativeness. The
sample was designed to be representative of the German population at the NUTS-2 govern-
mental regions known as Regierungsbezirke (corresponding to a lower aggregation level than
federal States known as Bundeslédnder). Table 1 illustrates that several key average charac-
teristics closely align with their population counterparts. For instance, the share of females
across all groups in our sample is 51%, precisely mirroring the share reported in official statis-
tics. Furthermore, about 34% of the population holds a university entrance degree, which is
also exactly reflected in our sample across all four experimental groups.'©

Our survey of beliefs and attitudes towards inheritance taxation yields several insightful
descriptive results that were previously unavailable. To set the stage for our empirical analysis,
we highlight some of these key descriptive findings in Figure 2. Although the figure aligns with
the values presented for the control group in column (1) of Table 1, it diverges by illustrating
response shares across all five answer categories for each survey item.!! This approach, rather
than employing simplified binary indicators, provides a clearer depiction of relative majorities.

Figure 2 reveals that Germany is no exception to the widespread pattern of low public sup-
port for wealth and inheritance taxation despite substantial concerns over wealth inequality.
Our data shows that about 41% of Germans support or strongly support abolishing inheri-
tance taxation, while 32% disagree or strongly disagree, and 27% neither agree nor disagree.
This shows that a relative majority of Germans support a reform to end inheritance taxa-
tion. Examining the intensive margin of this policy measure, we find that only 18% support
raising inheritance tax rates, while a clear majority of 57% are against this policy proposal.

Support is similarly low for an annual wealth tax, with only 33% in favor and 46% against

9Table 1 showcases our formal balancing check, elaborated upon in Section 3.5. Given the random assignment,
minimal variation in average background characteristics across the four experimental groups is anticipated
and observed.

10The average characteristics from the official statistics reported in the text are sourced from Destatis.de, the
website of the German Statistical Agency, for the years 2019 and 2020.

1 Qur focus on binary operationalizations of our outcome variables in our preferred empirical specifications is
purely for expositional clarity. Further analyses, based on multi-valued operationalizations of our outcomes,
reveal identical patterns of results. These results are available from the authors upon request.



Figure 2: Perceptions and Attitudes towards Inheritance and Wealth Taxation in Germany

Percent
20 40 60 80 100
1

o

Abolish
inheritance
tax

Increase
inheritance
tax rates

Introduce
Wealth
Tax

High wealth
is mainly
inherited

Wealth inequality
is a big
problem

| expect to
be affected by
inheritance taxes

I Strongly agree Agree Neither nor Disagree [ Strongly disagree|

Notes: Figure represents the response shares in the control group, distributed across five answer categories
for the survey item specified in each row. The shares have been adjusted using sample weights. Data source:
Own survey conducted in 2020.

its introduction. On the other hand, we find that a majority of Germans believe that most
high wealth is inherited (57%) and that wealth inequality is a major problem (67%).

The bottom bar of Figure 2 might provide a clue as to why inheritance taxes are viewed
so unfavorably in Germany. When queried about their expectation of being impacted by
inheritance taxation—either through leaving a taxable bequest or anticipating future tax
payment—a notable 43% of respondents anticipate being affected. This sharply contradicts
expert expectations and official statistics, which suggest that, in reality, no more than ap-

proximately 10% of Germans will likely ever be affected by inheritance taxation.'?

12No direct data specifies how many Germans will be impacted by inheritance taxation. However, expert
projections, including those by Fratzscher (2022), estimate that under 10% of Germans will ever be subject
to these taxes. Further, official 2020 statistics identified, among 985,620 reported deaths, roughly 133,326
taxable inheritances (Statistisches Bundesamt, 2022). By conservatively assuming a single heir for each de-
ceased person, the proportion of deaths leaving taxable inheritances relative to all deaths reaches a maximum
of 13.5%. Additionally, it is notable that only a minority of German households possess net wealth exceeding
400,000 euros. Estimates of the total net wealth distribution based on the SOEP Top Shareholder (SOEP-P)
sample suggest that the 95th percentile lies at about 435,000 euros (Schroder et al., 2020).
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Figure 3: Distribution of Prior Beliefs about Tax Allowance
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Notes: Figure reports the distribution of prior beliefs about the inheritance tax allowances per child in Ger-
many. Dotted vertical line represents the actual level of the tax allowance of 400,000 euros. Data source: Own
survey conducted in 2020.

Figure 3 presents the distribution of prior beliefs regarding the amount of the inheritance
tax allowance for assets left by a parent to their child. A mere 12% accurately estimate that
the inheritance tax allowance for this family relationship is 400,000 euros (marked by the
dashed line). A remarkable 78.8% of respondents underestimate the size of the tax allowance.
In contrast, only a small number estimate the value of the tax allowance to be greater than
400,000 euros. These results, showing a majority underestimating the tax allowance amount,
may explain why a substantial number of Germans erroneously anticipate being affected by

the inheritance tax.
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3.4 Econometric Model

To investigate the impact of disseminating information about the inheritance tax allowance

on policy attitudes and perceptions, we employ the following linear probability model:
yi = ag + Treatment;' a1 + X, ao + ¢, (1)

where y; represents the outcome of interest for individual ¢, Treatment; is a vector of indicator
variables denoting the information received by individual i, X; is a vector of control variables,
and ¢; is an error term.

Due to the random assignment to the experimental conditions, the causal average treat-
ment effects, «aq, are identified. The randomization implies that the incorporation of the
exogenous control variables, X;, is not anticipated to influence the estimates of 1, but might
enhance statistical precision. In our analysis, we present estimation results both with and
without the inclusion of additional covariates.

To explore the heterogeneous information treatment effects by prior beliefs, we augment

our baseline regression model as follows:

y; = Bo + Treatment;' B1 + BaPrior; + Prior;Treatment; B3 + X;' Bs + n;, (2)

where Prior; is a binary variable equal to one if respondent ¢ belongs to the subgroup holding
the respective prior belief, and zero otherwise. In this model, 8; conveys the effects of
information provision for the baseline group, while 83 quantifies the additional effect for the

designated subgroup characterized by the respective prior belief.

3.5 Test of Randomization

To test whether the randomization successfully balanced respondents’ observable character-
istics across the control and treatment groups, we investigate whether covariates differ across
experimental groups. Each row of Table 2 reports differences between the control group and

the treatment groups as the coefficients y; of the following regression model:

covariate; = o + Treatment;'y1 + k;. (3)

12



It is reassuring to note that the magnitudes of all differences are negligible. Out of the
63 regression coefficients, only three are significant at the 10% level, a result we could expect
by pure chance. Overall, the balancing tests indicate that the random assignment worked as

intended.

4 Effects of Information Provision on Policy Support

4.1 Main Results

Table 3 displays our results of how the information treatment influences policy support, with
main insights summarized in Figure 4.1 In our analysis of the tax allowance treatment, we
observe significant impacts on both policy attitudes. When informed about the tax allowances,
the support for the abolition of the inheritance tax decreases from 41% in the uninformed
control group to 35% in the first treatment group, a reduction of 6 percentage points (or 15%
in relative terms). The observed negative effect is substantial enough to break the relative
majority support for the abolition of inheritance taxation.'* Additionally, the tax allowance
treatment increases support for raising inheritance tax rates by about 3 percentage points.
To contextualize the results from our tax allowance experiment, it is insightful to com-
pare its effects with those of our second information treatment, which focused on the role of
inherited wealth in Germany. Bastani and Waldenstrom (2021) show that a similar informa-
tion treatment significantly increased support for introducing an inheritance tax in Sweden.!?
However, Figure 4 illustrates that emphasizing the significance of inherited wealth in our

experiment does not have a pronounced influence on policy support.'6 Table 3 shows that

13Table 3 presents the reduced form effect of the information treatment on policy support. Columns (1) and (2)
measure support for abolishing inheritance taxation, while columns (3) and (4) gauge support for increased
rates. Across all outcomes, the inclusion of additional covariates does not yield significant differences. Figure
4 visualizes results from columns (1) and (3).

MVWithin the first treatment group, 36% of respondents opposed the abolition of inheritance taxation. See
Appendix Figure A2 for details.

'5The inheritance treatment in Bastani and Waldenstrém (2021) provided participants with three research-
grounded facts about inherited wealth in Sweden: ‘Inherited wealth constitutes roughly half of all wealth
within the population’, ‘Those with the highest incomes are the primary beneficiaries of inheritances’, and
‘The majority of Swedish billionaires have inherited their wealth’.

$The difference between our findings and those in Sweden could stem from various factors, including differing
institutional frameworks, methodologies, or even participants’ existing beliefs and preferences in the two
countries.

13



Figure 4: Effects of Information Provision on the Support for Inheritance Taxation
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Notes: Figure displays policy attitudes across experimental groups EO through E3. 95% confidence intervals
are derived from estimates found in columns (1) and (3) of Table 3. Data source: Own survey conducted in
2020.

estimated effects of the inheritance share treatment, with the exception of the estimate in
column (4), are just shy of statistical significance. This implies that while providing informa-
tion on inherited wealth might slightly shift policy attitudes, its influence remains relatively
mild. This observation is significant on its own, but also underscores the substantial impact
of informing participants about tax allowances in our specific research context.

Finally, we find that the policy attitudes of participants in our fourth experimental group,
who were exposed to the combined information treatment, closely align with those in the
first experimental group. A more rigorous analysis of interaction effects presented in Table
Al confirms that the interaction between the two information treatments lacks statistical
significance. Therefore, information regarding the value of the tax allowance stands out as
the predominant factor in the combined treatment, and supplementing it with details on

inherited wealth does not further influence policy attitudes.

14



In sum, the information treatment concerning tax allowances emerges as the primary
influential factor in shaping policy demand in our study. Given this finding, our subsequent
analysis will concentrate on the isolated effects of the information treatment concerning tax

allowances (E1).

4.2 Information vs. Priming: Disentangling Effects

A critical aspect of our survey experiment is understanding whether the observed effects of
information on tax allowances are a result of respondents being primed to consider these
allowances, or whether they genuinely reflect improved knowledge. To address this, all re-
spondents were initially asked to report their pre-existing beliefs about the level of inheritance
tax allowance, thus partially addressing the concern of priming. Additionally, we can leverage
the variation in these initial beliefs, illustrated in Figure 3, to discern if the effects are indeed
driven by information updating. To this end, we analyze the extent to which the effect of
the information treatment varies with the accuracy of respondents’ initial beliefs about the
tax allowance. To simplify the exposition of this analysis, we categorize respondents by their
prior beliefs into two groups: those who substantially underestimated the tax allowance and
those who did not. This categorization is based on a binary indicator, underestimator, as-
signed to respondents who guessed the tax allowance to be 300,000 euros or less. Utilizing
Equation (2), we then estimate the differential effects of the information treatment between
these under-estimators and those with more precise initial beliefs.

The results of this analysis, reported in Table 4, indeed reveal distinct patterns. Re-
spondents with accurate initial beliefs about the tax allowance show no significant change in
policy demand following the information treatment. However, the interaction term indicates
a stronger treatment effect for those who initially underestimated the allowance. This sug-
gests that the overall average treatment effect is entirely driven by these under-estimators,

pointing to genuine belief updating rather than priming or interviewer demand effects.
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4.3 Effects on the Support for other Policies

In examining support for various reform proposals, we also probe into whether informing
participants about tax allowances influences policy demand beyond inheritance taxation. Our
expectation is that if effects are confined to enhanced knowledge of inheritance tax allowances,
they should not generate large impacts on policy demand in other areas.

Results in Table 5 indeed show no evidence for spillover effects on the support for other
taxes. In particular, the information treatment on inheritance tax allowances does not affect
support for a general wealth tax or a carbon tax in Germany. We find, however, slight
adjustments in the support for removing further exemptions in inheritance tax for family
firms and the support for introducing tuition fees at public universities. Both effects are

significant at the 10% level.

5 Pocketbook Motives as a Causal Mechanism

In this section, we shed light on the causal mechanism driving the reduced form effect of the
information treatment on tax allowances. Our hypothesis is that the provision of information
on the tax allowance affects policy support mainly because of a self-interested, pocketbook
effect. This effect is one in which individuals are primarily motivated by economic self-interest
and is often contrasted to other social considerations (Elinder et al., 2015; Meya et al., 2020).
That is, preferences are shaped by how one perceives that they will be affected, rather than
based on considerations of broader social inequalities or injustices. In the case of inheritance
taxation, this means that individual policy preferences are crucially shaped by the estimation
of individuals that they will be personally subject to a tax on future bequests (Rutstrom and
Williams, 2000; Durante et al., 2014). In this regard, individual preferences are related to
both misinformation and misperceptions. Namely, incorrect information about the amount of
assets that incur tax liability as well as the incorrect perception that they will be personally

impacted by the tax. Misconceptions about being personally impacted are more likely if
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individuals are under the incorrect assumption that the level of taxable income is lower than

expected. Accordingly, support for policy reforms are skewed.!”

5.1 Exploring Effect Heterogeneity

We begin our investigation of the causal mechanism with an examination of the differences
in how information about tax allowances affects various groups, with a particular focus on
economic status. We hypothesize that if economic self-interest mainly drives individuals’ reac-
tions to new information regarding tax allowances, then those with lower economic status—
who are generally less affected by inheritance taxes—should also be more likely to adjust
their perceptions upon learning the real exemption thresholds. To test this hypothesis, we
analyze the data by dividing participants into income quartiles and by distinguishing between
individuals based on their anticipated wealth at death, namely whether it is expected to be
above or below the exemption limit.

Table 6 presents the results of how the information treatment on tax allowances influences
support for inheritance tax reform across different subgroups. These findings align with our
hypothesis, showing the most substantial effects in the lowest income quartile. Notably,
in this group alone, the effects remain significant across various specifications and for both
evaluated outcomes. The distinction in information treatment effects by economic status
becomes particularly pronounced when examining the sample divided by expected wealth at
the time of death. For individuals anticipating assets above the exemption threshold at death,
there is no observable effect. Conversely, the overall average effect seems to be exclusively
driven by those who expect their bequests to fall below the exemption threshold, suggesting a
significant role of economic self-interest in explaining the overall information treatment effect.

To benchmark the influence of economic status on reactions to information about tax
allowances, we also examine the role of political ideology, which is another significant factor
expected to affect treatment effects. Appendix Figure A3 reveals a clear division in support

for inheritance tax reform in Germany based on political orientation. Individuals with a more

17"This mechanism may entail important welfare implications. The demand for inheritance taxation of voters
could be sub-optimal, if (i) uninformed utility-maximizing voters systematically overestimate the probability
of being affected by inheritance taxation and if (ii) individual policy preferences are crucially shaped by the
expectation to be affected by the tax.
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left-leaning political orientation are more inclined to support an increase in inheritance tax
rates, whereas those with a more right-leaning political orientation prefer the elimination of
such taxes. This ideological split is mirrored in the positions of German political parties
regarding inheritance taxation. For example, the most left-wing party, Die Linke, advocates
for expanding inheritance taxes, contrasting with the objective of the right-wing populist
party, Alternative fiir Deutschland (AfD), to abolish them. Additionally, several empirical
studies (e.g., Jerit and Barabas, 2012; Druckman et al., 2013) have argued that individuals
filter their understanding of complex issues through their political beliefs. This observation
aligns with political science theories suggesting that the integration of new information and
the subsequent adjustment in policy preferences are significantly influenced by party affiliation
(Campbell et al., 1980; Slothuus and Bisgaard, 2021).

However, the final three rows of estimates in Table 6 show no clear sign of a left-right
political divide in how the tax allowance information treatment influences opinions. All co-
efficients point in the same direction, and the estimated effects for respondents with left-
or right-leaning political orientations are strikingly alike. This finding emphasizes the sig-
nificance of variations in effects based on economic status, implying that differences in how
individuals respond to the treatment are likely rooted in more personal economic considera-

tions rather than in overarching political ideologies.

5.2 Effects of Information Provision on Perceptions

To investigate causal mechanisms directly, we look into the effect of informing people about
the amount of the inheritance tax allowance on the perceived likelihood of being affected by
the tax. Additionally, we check whether other potential perceptual determinants of support
for inheritance taxation are affected by the information treatment. In particular, we focus
on empirical measures of perceptions about the intergenerational transmission of wealth,
inequality concerns, and meritocratic beliefs.

We present estimates of Equation (1) using perceptions as dependent variables in Table
7 and highlight the main findings in Figure 5. The figure shows that the tax allowance

treatment strongly affects the perceived likelihood of being personally impacted by the tax,
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Figure 5: Effect of Information Provision on Perceptions
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Notes: Figure displays estimates of the effect of information provision on the tax allowance on perceptions.
Estimates and 95% confidence intervals are based on the regression model in Equation (1) without further
covariates. Data source: Own survey conducted in 2020.

but influences none of the other perceptions. The causal effect of the information treatment,
without additional controls, is estimated to reduce the perceived likelihood of being affected
by the tax by 16.9 percentage points.!® Recall that the baseline expectation to be affected by
the tax is 43% in the control group (see Table 1). Thus, the treatment reduces this expectation
to about 26%, a reduction of almost 40%. In other words, 40% of Germans who believe to

be personally affected by inheritance taxation do so only because they hold erroneous beliefs

about the tax allowance.

5.3 Instrumental Variable Estimates of the Pocketbook Effect

The estimation of the treatment effect on the perceived likelihood of being personally affected
by the tax also enables us to quantify the pocketbook effect among individuals who alter
their perception due to the tax allowance information. To this end, we can scale the estimate

(without controls) of the information treatment’s effect on reform support (as reported in

18With controls, this estimate becomes -16.5 percentage points as reported in column (1) of Table 7.
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Table 3) against the effect on the perceived personal impact (illustrated in Figure 5). In
the context of an instrumental variable estimation, these are referred to as the reduced form
and the first stage effects, respectively, both identified through the random allocation of the
information treatment. For instance, regarding support for eliminating the inheritance tax,
the ratio computes to —0.06/—0.169 ~ 0.354. The underlying rationale of this Wald estimator
is straightforward: it posits that if the information treatment had universally shifted reform
support among those who alter their perception about being affected, the effect on reform
support would also be -0.169. Consequently, the observed -0.06 effect suggests that only
about 35% of those who changed their perception about being affected also change their
reform support.

The effect is identified given the additional assumption that, conditional on the perceived
likelihood of being personally impacted by the tax, the effect of the information treatment can
be excluded from the causal model determining the reform support for inheritance taxation.
In other words, the exclusion restriction here posits that information about the tax allowance
alters policy support only through its effect on the perception of being personally impacted.
While inherently untestable, the credibility of this assumption can be supported within an
instrumental variable framework (IV) that incorporates further covariates.

We present IV estimates of the pocketbook effect in Table 8, where the straightforward
Wald estimator corresponds to the IV estimates in Columns (1) and (5). When we introduce
a set of exogenous controls into the estimation in Columns (2) and (6), the IV estimates
remain robust, underscoring the effectiveness of the random assignment. With these controls,
the effects on reform support for eliminating or increasing the tax are 0.375 and -0.220,
respectively.

In columns (3) and (7) of Table 8 we add controls for perceptions to the model. As we elicit
perceptions in the survey after the information treatment, these measures are potentially en-
dogenous. These controls might therefore capture the confounding impact of some violations
of the exclusion restriction. To provide a concrete example, learning about the level of the
tax exemption may also provide new information about the distributional implications of the

tax, which may impact policy preferences independent of pocketbook motives. Conditioning
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our IV approach on an endogenous measure of inequality concerns addresses such concerns to
the extent that learning about distributional implications of a tax affects policy preferences
through adjusted inequality concerns. It is reassuring that integrating controls for perceptions
related to wealth transmission, inequality, and meritocratic beliefs only has a minor impact
on the IV estimates. The respective estimates for altering reform support remain consistent,
illustrating the robustness of our findings against these confounding impacts.

The IV estimates indicate an average causal effect, but the precise subgroup for which
the average effect is estimated remains indeterminate. In the LATE framework, IV estimates
identify the average causal effect specifically for the complier population—individuals whose
perceptions about being impacted by the tax are influenced by information on tax allowances.
But the LATE interpretation requires an additional monotonicity assumption regarding how
the information provision affects individual perceptions. This assumption posits that infor-
mation regarding tax allowances consistently impacts individuals’ perceptions—either not at
all or in a uniform direction. This eliminates the potential for defiers, those who, without
information, would not consider themselves affected by the tax but change their belief upon
receiving information about the allowance. This assumption is non-trivial in our context, as
some individuals in our full sample initially overestimated the tax allowance, as shown in
Figure 3.

While the issue of non-monotonicity in the context of information treatments is discussed
more generally in recent ongoing work (Castillo and Ige, 2023), our specific setup allows for
addressing monotonicity concerns by simply refining our IV estimates for survey participants
with a prior belief regarding the level of the tax allowance of 400,000 euros or less, as detailed
in Columns (4) and (8) of Table 8. This subgroup arguably aligns more closely with the
monotonicity assumption. Here, the treatment effects on reform preferences for tax abolish-
ment or increase become more pronounced, possibly reflecting the absence of defiers in this
sample. Specifically, within this subgroup, the estimated effects on support for abolishing the
tax and for increasing the tax rate are 0.453 and -0.296, respectively.

In sum, our IV estimates point towards a significant role of pocketbook motives in shaping

the demand for inheritance taxation. Depending on the specification, estimates of the positive
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effect on support for abolishing the tax range from 35% to 45%. Concerning support for
increasing the tax rate, we estimate negative effects between -20% and -30%. In other words,
among individuals who update their belief about being personally affected by the tax between
35% to 45%, change their view on abolishing the tax, while between 20% to 30% change their
view on increasing the tax rate.

A final question concerns the characterization of the group of individuals whose policy
support is ultimately affected by the provision of information on the tax allowance. While
compliers can never be individually identified, it is possible to describe the complier popu-
lation.!® In Appendix Table A2 we report an analysis of the complier population following
Marbach and Hangartner (2020). The table reveals some interesting differences across groups.
Most interestingly, compliers expect to amass the least wealth by the end of their lives and
have the lowest estimates for the tax allowance threshold, but, compared to the average
population, they tend to be better educated, more likely to be employed, and earn more.
This characterization of a complier is in line with our hypothesis that the effect of provid-
ing information on the tax allowance affects policy support mainly because of pocketbook

considerations.

6 Concluding Remarks

In this paper, we contribute to the research investigating the effects of information on individ-
ual’s attitudes towards taxes (e.g., Slemrod, 2006; Sides, 2016; Stantcheva, 2021). Specifically,
we examine a representative survey experiment aimed at evaluating how information concern-
ing inheritance tax allowances impacts German public attitudes towards reforms. Our findings
highlight substantial misconceptions among participants, who predominantly underestimate
the actual threshold for inheritance tax allowances, thereby overestimating their likelihood
of incurring inheritance taxes. The analysis shows that providing information about tax al-
lowances markedly shifts public opinion, undermining widespread support for the abolition of

inheritance taxation and fostering support for higher inheritance tax rates. Furthermore, in a

YFor example, Angrist and Pischke (2009) show that the variation in the estimated first-stage effects across
subgroups can be used to describe the distribution of characteristics of compliers.
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benchmark survey experiment, we show that providing information on the rising significance
of inheritance transfers for total wealth accumulation does not markedly affect reform support
on average. This contrast accentuates the important role that accurate information about
tax allowances can play in shaping public support for inheritance tax reform.

Our research also provides new insights into the role of financial self-interest in shaping
public reactions to information about tax allowances. Our analysis of effect heterogeneity
indicates that the response to this information is especially significant among lower-income
individuals, particularly those who expect their inheritances to fall below the tax exemption
threshold. While exploring various factors that might influence attitudes toward inheritance
taxes—such as perceptions of wealth transfer, inequality concerns, and meritocratic beliefs—
we found that these views remain largely unchanged. However, the perception of being
personally impact by the inheritance tax markedly shifts following the information provision.

Moreover, by leveraging the exogenous variation created through our information treat-
ment, we are able to conduct an instrumental variable analysis of the 'pocketbook effect’—how
changes in perceived personal tax burden translate into support for tax reform. Our findings
reveal significant pocketbook effects, indicating that many individuals who change their per-
ceptions about their personal tax obligations in response to the information treatment also
adjust their policy preferences. This result underscores the critical influence of self-interest
in how the public reacts to tax-related information, especially in the area of inheritance taxa-
tion, highlighting that individuals’ financial considerations significantly drive their responses
to policy information.

In our study, as in many others within the field, we examine survey-based stated pref-
erences. These preferences, while prevalent, sometimes face criticism due to concerns about
reporting bias, given their lack of direct political consequences. Critics warn that these
preferences might not accurately reflect true intentions or behaviors, as they do not involve
real-world repercussions. Nonetheless, a growing body of research highlights the validity
and importance of these survey responses in political contexts. For instance, Hainmueller
et al. (2015) demonstrates the external validity of survey experiments by aligning hypothet-

ical survey results with actual referendum outcomes on immigration policy, showing that
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survey-based preferences can indeed reflect genuine electoral behaviors. Furthermore, the
political significance of public opinion surveys is highlighted by their extensive use in political
strategy. As Blinder and Krueger (2004) notes, politicians invest significantly in polling to
guide their decisions. Similarly, Hager and Hilbig (2020) provides quasi-experimental evidence
that politicians’ policy positions are responsive to public sentiment captured in survey data,
further attesting to the importance and influence of stated preferences in shaping political
outcomes.

Finally, we would like to highlight some policy implications of our results. First, in line
with findings of other studies (e.g. Alesina et al., 2018; Lergetporer et al., 2018; Haaland
and Roth, 2023), we show that providing quite basic policy-relevant information can sub-
stantially affect reform support. Low public salience about inheritance has been noted as a
possible explanation for the marginalized role of inheritance taxation in many developed coun-
tries (Bastani and Waldenstrom, 2021). Thus, informational campaigns—highlighting simple
information—could aid policymakers in aligning policy design with the actual policy demand
of the electorate. For example, voters are often ambivalent towards tax reforms despite rising
concerns about wealth inequality. But if public opposition to inheritance taxation is largely
caused by misperceptions about one’s own tax burden, informational campaigns could poten-
tially break this opposition and provide policymakers with a politically viable tool to reduce
wealth inequality. Second, the significant misperception within the electorate regarding the
level of tax allowance and the incidence of inheritance taxes is noteworthy, especially because
inheritance taxation frequently features in public debates. Understanding why such misun-
derstandings persist could provide valuable insights for public discussions and future political
economy research, shedding light on how information dissemination and public perceptions

interact in the context of complex tax policies.
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Tables

Table 1: Descriptive statistics - Sample means by experimental group

Experimental group EO E1l E2 E3
Control Tax Inheritance Both
Allowance share treatments
(1) (2) (3) (4)

Control variables
Basic demographics

Female 0.52 0.53 0.50 0.50
Age 50.71 50.25 49.86 50.40
Married 0.49 0.48 0.47 0.48
Children living at home 0.22 0.20 0.20 0.21
Migration background 0.14 0.15 0.13 0.14
East Germany 0.15 0.17 0.15 0.16
No degree/basic degree 0.37 0.35 0.35 0.34
Middle school degree 0.31 0.31 0.29 0.31
Univ. entrance degree 0.32 0.34 0.36 0.35
University degree 0.31 0.29 0.32 0.31
Academic family background 0.16 0.14 0.17 0.16
Household size 2.26 2.25 2.23 2.22
Political orientation

Left 0.33 0.32 0.31 0.32
Center 0.36 0.36 0.33 0.35
Right 0.21 0.21 0.24 0.22
Economic status

Employed 0.61 0.59 0.61 0.61
Monthly household income (/100) 32.24 31.53 34.66 34.18
Expected wealth at death > 400k 0.10 0.08 0.09 0.09
Prior beliefs

Tax allowance (/100) 2043.08  1991.12 2110.28 2057.15
Share of inherited wealth 49.50 48.58 48.86 48.10
Inheritance share has doubled 0.35 0.35 0.38 0.37
Perceptions

Expects to be affected by inh. tax 0.43 0.27 0.45 0.34
Perceives high wealth as mainly inherited 0.57 0.55 0.64 0.63
Perceives wealth inequality as a problem 0.65 0.65 0.66 0.67
Perceives high wealth as a result of luck 0.63 0.61 0.60 0.63
Policy attitudes (Share support)

Abolish inheritance tax 0.41 0.35 0.39 0.36
Increase inheritance tax 0.17 0.21 0.19 0.21
Introduce wealth tax 0.33 0.31 0.31 0.32
Abolish tax exemptions for family firms 0.37 0.34 0.36 0.34
Observations 1590 1520 1537 1531

Notes: Averages of key variables by experimental group. All variables are binary indicator variables except for
age, household size, monthly household income, prior beliefs about tax allowance and the share of inherited
wealth with respect to total wealth. Data source: Own survey conducted in 2020.



Table 2: Balancing test - Difference in means between treated and controls

Comparison between experimental groups E1l vs EO E2 vs EO E3 vs EO
(1) (2) (3)
Basic demographics
Female .012 -.021 —-.015
(.019) (.019) (.019)
Age -.367 -.807 —400
(.670) (.679) (.665)
Married —-.012 —-.008 —.006
(.019) (.019) (.019)
Children living at home -014 —-.008 —-.004
(.015) (.015) (.015)
Migration background .022 —-.010 .001
(.014) (.013) (.013)
East Germany 017 —-.005 —.000
(.014) (.013) (.014)
No degree/basic degree -.023 —-.020 —-.030
(.018) (.018) (.018)
Middle school degree .005 -.015 -.000
(.018) (.017) (.017)
Univ. entrance degree .018 .035* .030
(.018) (.018) (.018)
University degree —-.009 .018 .007
(.017) (.017) (.017)
Academic family background —-.025 .005 —-.009
(.014) (.014) (.014)
Household size —-.005 —-.026 —.024
(.043) (.041) (.041)
Political orientation
Left —-.009 —-.020 —-.019
(.018) (.018) (.018)
Center —-.006 —-.040* -.007
(.018) (.018) (.018)
Right —-.001 .032* .016
(.015) (.016) (.016)
Economic status
Employed -.019 .002 .003
(.019) (.019) (.019)
Monthly household income (/100) —.365 2.889 1.880
(1.366) (1.840) (1.737)
Expected wealth at death > 400k -.012 —-.001 -.010
(.011) (.011) (.011)
Prior beliefs
Tax allowance (/100) —45.415 86.623 16.526
(55.748) (56.459) (55.424)
Share of inherited wealth —-1.093 —.555 —1.444
(.821) (.808) (.809)
Inheritance share has doubled —.055 .046 .044
(.050) (.049) (.049)

Notes: Difference in means in the characteristic indicated in each row between the control group and the
respective treatment groups. Significance levels based on linear regressions of the respective background
variables on the respective treatment indicator. Significance levels: * p < 0.10, ** p < 0.05, *** p < 0.01.
Data source: Own survey conducted in 2020.



Table 3: Reduced Form - Effects of Information on the Support for Inheritance Taxation

Outcome: Abolish inh. taxation Increase inh. tax rates
0 ©) ) @)
Informed tax allowance (E1) —.060%** —.062%** 034+ .036**
(.018) (.018) (.015) (.014)
Informed inheritance share (E2) -.024 -.027 023 .025%
(.018) (.018) (.015) (.014)
Informed combined treatment (E3)  —.049%** —.049%** .040%** 0394
(.018) (.018) (.015) (.014)
Controls v v
Control mean 410 410 174 174
Observations 6,178 6,178 6,178 6,178

Notes: Linear probability models as specified in Equation (1). Table displays estimates of o for experimental
groups E1 through E3, with the uninformed control group EO serving as the reference category. Outcomes are
binary variables indicating support for the abolishment of inheritance taxes in columns (1) and (2) and a binary
variable indicating support for increasing inheritance tax rates in columns (3) and (4). Full sample including
all experimental groups E1 to E3 and the uninformed control group E0. Control variables, incorporated in
columns (2) and (4), are detailed in Table 1. Estimations use sampling weights. Robust standard errors in
parentheses. Significance levels: * p < 0.10, ** p < 0.05, *** p < 0.01. Data source: Own survey conducted in
2020.

Table 4: Belief Updating - Effect of Information on Tax Allowance by Prior Belief

Outcome: Abolish inh. taxation Increase inh. tax rates
(1) (2) (3) (4)
Informed (E1) —.060*** —.000 .036** -.010
(.018) (.037) (.014) (.032)
Informed (E1)x Underestimator -.076* .059*
(.042) (.036)
Underestimator .046 —.057**
(.030) (.026)
Controls v v v v
Control mean 410 410 174 174
Observations 3,110 3,110 3,110 3,110

Notes: Linear probability models as specified in Equation (2). Table displays estimates of 31, 82, and Ss.
Informed refers to the information treatment on the actual level of the tax allowance (E1). Underestimator
identifies respondents who initially believed the tax allowance to be 300,000 euros or less. Outcomes are binary
variables indicating support for the abolishment of inheritance taxes in columns (1) to (2) and a binary variable
indicating support for increasing inheritance tax rates in columns (3) to (4). Sample includes only experimental
groups E1 and the uninformed control group E0. Control variables are detailed in Table 1. Estimations use
sampling weights. Robust standard errors in parentheses. Significance levels: * p < 0.10, ** p < 0.05, ***
p < 0.01. Data source: Own survey conducted in 2020.



Table 5: Policy Spillovers - Effect of Information on Tax Allowance on Other Policies

Outcome: Abolish exemptions Introduction of
for family firms Wealth tax Tuition fees Carbon tax
1) @) ) @
Informed (E1) —.031* -.019 —.034* -.013
(.018) (.017) (.018) (.014)
Controls v v v v
Control mean .367 319 381 218
Observations 6,178 6,178 6,178 6,178

Notes: Linear probability models as specified in Equation (1). Table displays estimates of ai. Informed
(E1) refers to the information treatment on the actual level of the tax allowance. Outcomes are binary
variables indicating support for the policy reform proposals indicated in the top row. Full sample including all
experimental groups E1 to E3 and the uninformed control group EQ. Control variables are detailed in Table
1. Estimations use sampling weights. Robust standard errors in parentheses. Significance levels: * p < 0.10,
** < 0.05, ¥** p < 0.01. Data source: Own survey conducted in 2020.



Table 6: Effect Heterogeneity - Reduced Form Estimates by Subgroup

Outcome: Abolish inh. taxation Increase inh. tax rates
1) @) ) @)
Baseline —.060%** —.062%** .034** .036%*
(.018) (.018) (.015) (.014)
Income (quartiles)
< 1900 EUR —.098*** —.099%** .028 .026
(.036) (.036) (.029) (.028)
1901 - 2500 EUR —.074%* —.086** .061 .057
(.045) (.044) (.038) (.037)
2501 - 3500 EUR —-.023 —-.032 .026 .043%*
(.031) (.030) (.025) (.024)
> 3500 EUR —-.061 —.049 .030 .023
(.040) (.038) (.030) (.029)
Wealth at death
< 400000 EUR —.Q72%H* —.Q73FH* .039%* .038**
(.021) (.021) (.018) (.018)
> 400000 EUR .081 .062 .007 .024
(.063) (.060) (.045) (.041)
Political orientation
Left —.057* —.046 .066** .055%*
(.031) (.030) (.030) (.029)
Center —.071** —.075%** .006 .014
(.031) (.030) (.022) (.022)
Right —-.032 —.024 .070%* .063**
(.041) (.041) (.031) (.031)
Controls v v

Notes: Linear probability models as specified in Equation (1) for the subgroup indicated in the first column.
Table displays in each cell estimates of being informed about actual level of the tax allowance (E1) from separate
regressions. Qutcomes are binary variables indicating support for the policy reform proposals indicated in the
top row. Full sample including all experimental groups E1 to E3 and the uninformed control group EO.
Control variables, incorporated in columns (2) and (4), are detailed in Table 1. Estimations use sampling
weights. Robust standard errors in parentheses. Significance levels: * p < 0.10, ** p < 0.05, *** p < 0.01.
Data source: Own survey conducted in 2020.



Table 7: Manipulation Checks - Effect of Information on Perceptions

Outcome: Expectation to High wealth ~ Wealth differences High wealth
be affected is mainly are a is mainly
by inheritance tax inherited big problem result of luck
0 @) @) @
Informed (E1) —.165%** -.013 -.007 -.023
(.017) (.018) (.018) (.018)
Controls v v v v
Control mean 441 .605 .654 .614
Observations 6,178 6,178 6,178 6,178

Notes: Linear probability models as specified in Equation (1). Table displays estimates of a1. Informed refers
to the information treatment on the actual level of the tax allowance (T1). Outcomes are binary variables
indicating the perceptual determinants of policy support indicated in the top row. Full sample including
all experimental groups E1 to E3 and the uninformed control group E0. Control variables, incorporated in
columns (2) and (4), are detailed in Table 1. Estimations use sampling weights. Robust standard errors in
parentheses. Significance levels: * p < 0.10, ** p < 0.05, *** p < 0.01. Data source: Own survey conducted in
2020.

Table &: Pocketbook Effect - Instrumental Variable Estimates

Outcome: Abolish Inh. Tax Increase Inh. Tax

(1) (2) (3) (4) () (6) (7) Q)
Pocketbook  .354%FF  375FFF  3ROFRE  453FRE  _90IFF  _220FF  244FFF  _ D0GFFF

effect (112)  (114)  (114)  (118)  (.091)  (.091)  (.090) (.091)
Controls v v v v v v
Perceptions v v v v
Prior belief all all all < 400k all all all < 400k
Observations 6,178 6,178 6,178 5,618 6,178 6,178 6,178 5,618

Notes: Instrumental variable estimations of the effect of expecting to be affected by inheritance taxation
on policy demand. The instrument is an indicator for being informed about the inheritance tax allowance
(experimental group E1). Outcomes are binary variables indicating support for the abolishment of inheritance
taxes in columns (1) to (4) and a binary variable indicating support for increasing inheritance tax rates in
columns (5) to (8). Estimation sample is restricted in columns (4) and (8) to survey participants who believed
the inheritance tax allowance to be 400,000 euros or less. Control variables, included all columns except
columns (1) and (5), are detailed in Table 1. Additional controls, included in columns (3), (4), (7), and
(8), include empirical measures of perceptions about the intergenerational transmission of wealth, inequality
concerns, and meritocratic beliefs. Estimations use sampling weights. Robust standard errors in parentheses.
Significance levels: * p < 0.10, ** p < 0.05, *** p < 0.01. Data source: Own survey conducted in 2020.



Appendix

Figure A1l: Distribution of Prior Beliefs about Importance of Inherited Wealth

Panel A: Inherited wealth as fraction of total wealth.

80 100

Panel B: Increase in inherited wealth over past 50 years.

Halved Decreased slightly Stayed constant

Increased slightly Doubled

Notes: Figure illustrates the distribution of prior beliefs concerning the proportion of inherited wealth to total
wealth in Germany. In Panel A, respondents were asked: “What do you estimate is the share of inherited
wealth to total wealth in Germany?” The correct response for Panel A is 50 percent. For Panel B, the question
was: “How do you estimate the change in the share of inherited wealth of total wealth over the past 50 years?”
The accurate answer for Panel B is “Doubled.” Data source: Own survey conducted in 2020.



Figure A2: Perceptions and Policy Preferences in the Treatment Group
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Notes: Figure represents the response shares in the treatment group (E1), distributed across five answer
categories for the survey item specified in each row. The shares have been adjusted using sample weights.
Data source: Own survey conducted in 2020.



Figure A3: Left-Right Divide in the Attitudes towards Inheritance Taxation
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Notes: Scatter plots of the relationship between self-placement on a left-right scale and attitudes towards
inheritance taxation in the uninformed control group. Left (right) panel displays the relationship with the
support for abolishing inheritance taxation (increasing inheritance tax rates). Fitted line based on bivariate
OLS regression. Data source: Own survey conducted in 2020.



Table Al: Effect of Information Treatments (Interactions)

Outcome: Abolish inh. taxation Increase inh. tax rates
0 @) ) @
Informed tax allowance (T1) —.060%** —.062%** 034+ .036%*
(.018) (.018) (.015) (.014)
Informed inheritance share (T2) -.024 -.027 023 .025%*
(.018) (.018) (.015) (.014)
Interaction T1 x T2 .034 .040 -.017 —-.022
(.026) (.025) (.022) (.021)
Controls v v
Control mean 410 410 174 174
Observations 6,178 6,178 6,178 6,178

Notes: Linear probability models as specified in Equation (1). Specifically, the table presents estimates of as
for a vector of indicator variables, Treatment;, encompassing a dummy variable for the tax allowance treatment
(T'1), another for the inheritance share treatment (7'2), and their interaction term (71 x 7'2). Outcomes are
binary variables indicating support for the abolishment of inheritance taxes in columns (1) and (2) and a binary
variable indicating support for increasing inheritance tax rates in columns (3) and (4). Full sample including
all experimental groups E1 to E3 and the uninformed control group E0. Control variables, incorporated in
columns (2) and (4), are detailed in Table 1. Estimations use sampling weights. Robust standard errors in
parentheses. Significance levels: * p < 0.10, ** p < 0.05, *** p < 0.01. Data source: Own survey conducted in
2020.



Table A2: Characterizing compliers

Population: Whole sample Complier Never-taker Always-taker
(1) (2) (3) (4)
Basic demographics
Female .52 .b4 .55 AT
Age 49.04 44.12 52.15 45.94
Married .46 A1 A8 A4
Children living at home .22 .28 .19 .24
Migration background .14 .14 .15 14
East Germany A7 A7 A7 17
No degree/basic degree 37 .24 42 .34
Middle school degree 31 .28 .32 .33
Univ entrance degree .32 A8 .26 .34
University degree .28 .32 .25 31
Academic family background .16 .15 .14 18
Household size 2.25 2.26 2.20 2.34
Political orientation
Left .32 .34 .32 31
Center .35 .38 .34 .35
Right 21 .23 .20 .23
Economic status
Employed .62 .71 .56 .68
Monthly household income (/100) 31.75 33.88 28.73 36.17
Expected wealth at death > 400k .06 .01 .05 11
Prior guesses
Tax allowance (/1000) 13.68 9.96 14.95 13.36

Notes: Means by population group. Complier analysis follows Marbach and Hangartner (2020). Data source:
Own survey conducted in 2020.



Table A3: Variable Descriptions

Variable

Description

Prior Beliefs
Tax allowance

Share of inherited wealth

Inheritance share has doubled

Perceptions

Expects to be affected by inh.
tax

Perceives high wealth as
mainly inherited

Perceives wealth inequality as
a problem

Perceives high wealth as a re-
sult of luck

Policy Attitudes

Abolish inheritance tax

Increase inheritance tax rates

Introduce wealth tax

Abolish tax exemptions for
family firms

Entered guess, tax allowance of a child in Germany, slider
from 0 euros to 500,000 euros

Entered guess, share of inherited wealth in Germany, slider
from 0% - 100%

Entered guess, increase in the share of inherited wealth in
Germany from 1 (halved) to 5 (doubled)

l=respondent expects to be affected by inheritance tax,
O=otherwise

l1=respondent perceives wealth as mainly inherited, 0=oth-
erwise

1=respondent perceives wealth inequality as either a “small
problem”, “a medium problem”, “a serious problem” or a
“very serious problem”, 0=otherwise

1=respondent perceives luck or injustice in society as main
reason why some people become rich, 0=otherwise

1=respondent expresses any degree of support (“agree” or
“strongly agree”) for abolishing the inheritance tax in Ger-
many, 0=otherwise

1=respondent expresses any degree of support (“agree” or
“strongly agree” )for increasing inheritance tax rates in Ger-
many, 0=otherwise

1=respondent expresses any degree of support (“agree” or
“strongly agree”) for introducing a wealth tax in Germany,
O=otherwise

1=respondent expresses any degree of support (“agree” or
“strongly agree”) for abolishing tax exemptions for the in-
heritance of family-owned business in Germany, O0=otherwise

(continued on next page)



Table A3: Variable Descriptions (Continued)

Variable

Description

Basic Demographics
Female

Age

Married

Children living at home
Migration background
East Germany

No degree/basic degree
Middle school degree

Univ. entrance degree
University degree

Academic family
Household size

Political Orientation
Left

Center

Right

FEconomic Status
Employed

Monthly household income

Expected wealth at death

1=female, O=otherwise

Age of respondent at time of survey (in years)

l=married, 0=otherwise

Number of children living in respondent’s household
l=respondent is not born in Germany, O=otherwise
1=living in a federal state formerly part of the German
Democratic Republic (GDR), 0=otherwise

1=general school degree (Hauptschulabschluss) , no school-
leaving certificate or item non-response, 0=otherwise
1=secondary school degree or equivalent, 0=otherwise
1=high-school degree or equivalent, 0=otherwise

1=degree from university, university of applied sciences,
cooperative state university (Duale Hochschule), master
craftsman (Meister) or technician ( Techniker), O=otherwise
1=at least one parent has a university degree, 0=otherwise
Number of people living in the respondent’s household

1=self-placement on 11-point left-right scale for political ide-
ology between 0 and 4, O=otherwise

1=self-placement on 11-point left-right scale for political ide-
ology equal to 5, 0=otherwise

1=self-placement on 11-point left-right scale for political ide-
ology between 6 and 10, 0=otherwise

1=respondent is working full-time, part-time, marginally, or
short-time (Kurzarbeit), 0=otherwise

Household net monthly income, in 100 euros. Missing values
in numeric income are filled with responses of categorical
income question. Missing values in numeric and categorical
income are filled by mean imputation.

l=expected wealth at death greater than 400,000 euros,
O=otherwise

Notes: Variable labels and operationalization of key variables.
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