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Americans that had received an inheritance planned to 
leave a bequest  (Rheault 2007). Within economics, it has 
been suggested that the act of altruism bestowed by the 
donor of an inheritance may influence the recipient’s pref-
erence to leave a bequest (Arrondel and Grange 2014; Stark 
and Nicinska 2015). Therefore, identifying the role of 
inheritance receipt would help enhance our understanding 
of the preferences underlying bequest behavior.

This paper examined whether households that received 
a bequest had a relatively higher likelihood of leaving a 
bequest. Using data from the Survey of Consumer Finances 
(SCF), the empirical strategy in this paper estimated a 
probit model to find that there was a statistically posi-
tive relationship between receiving an inheritance and the 
expectation of leaving a bequest. In addition, the effect of 
an expected inheritance on the planning of bequests was 
explored. There was a relatively stronger effect on the 
expectation of leaving an inheritance when households 
expected to receive an inheritance in the future. These find-
ings suggest that bequest behavior is influenced by inherit-
ance receipt.

We provided several additional robustness tests of 
the results reported in this paper. First, the probit regres-
sions were repeated using multiple waves of data from 
the SCF to explore the effect of estate taxes on the rela-
tionship between bequest planning and inheritance receipt. 
Previous work suggested that estate taxation could poten-
tially influence bequest behavior (Bernheim et  al. 2004; 
Joulfaian 2005; Kopczuk and Slemrod 2003). In light of 
this, we examined whether bequest behavior was affected 
by the changes in the estate tax system called for by Eco-
nomic Growth and Tax Relief Reconciliation Act of 2001 
(EGTRRA 2001). This estate tax policy reform increased 
exemption levels on the value of estates and decreased the 
marginal estate tax rate over the period 2002–2010; the 
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tional on having already received an inheritance, the likeli-
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Introduction

Bequests have been a topic of interest in a range of aca-
demic literatures and also the popular press. Accord-
ing to a 2007 Gallup poll, it was reported that 36  % of 
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series of changes culminated in the federal estate tax sys-
tem being repealed in 2010 (Figs. 1, 2).

If estate tax policy has an effect on bequest behavior, 
then it is reasonable to expect the estimated coefficients 
obtained from earlier waves of the SCF to be markedly dif-
ferent to the estimates from later waves because the cost 
of bequeathing wealth was relatively higher in the pre-
EGTRRA 2001 period. However, this paper found that the 
empirical results were stable across the different waves that 
coincided with the federal estate tax reforms. As an addi-
tional test, the data sample was restricted to households 
with net worth above the 1998 federal exemption level of 
US$625,000 for individuals across all samples. This exer-
cise allowed for the investigation of whether bequest behav-
ior among relatively wealthy households responded differ-
ently due to the reduction in the cost of leaving a bequest. 
Ultimately, this paper finds that the link between inherit-
ance receipt and the plan to leave a bequest is persistent.

The remaining robustness tests specifically examined the 
relationship between household characteristics and bequest 
behavior. We explored the differential effects on married 
and unmarried households, and on households with and 
without life insurance coverage. Then we stratified our 

sample into three age groups: younger (age 25–44), pre-
retirement (age 45–64), and seniors (65 and up). We show 
that our empirical findings were robust across these differ-
ent household characteristics.

This paper fits well in the literature examining the effect 
of inheritances on economic behavior. Using data from the 
Health and Retirement Survey, Brown et  al. (2010) found 
that the receipt of an inheritance was associated with a 
higher likelihood of early retirement. In a closely related 
paper, Arrondel and Grange (2014) used historical data 
from France to show that there was a link between inher-
ited wealth and the probability of transferring wealth. The 
current paper uses data from the United States, and also 
incorporates the expectation of inheriting wealth in the 
future along with changes to estate tax policy and house-
hold characteristics to estimate the effect of an inheritance 
receipt on bequest planning.

Furthermore, our paper contributes to the literature that 
asserted the transfer of assets across generations was inten-
tional, rather than as an accident. According to Modigliani 
(1988), the life cycle model predicted that households will 
deplete their wealth in retirement; therefore, any wealth 
transferred at the end of the life cycle simply represented 
unconsumed wealth. In contrast, Kotlikoff and Summers 
(1981b) and Page (2003) argued that households inten-
tionally saved in order to bequeath wealth. Furthermore, 
Gokhale et al. (2001) documented that intentional bequests 
may be a source of wealth inequality across households.

Understanding the effect of inheritances on bequest 
behavior is important for several reasons. First, if receiv-
ing an inheritance motivates households to leave a bequest, 
then existing models of the determinants of bequests may 
be lacking due to the omission of the receipt of inherit-
ances. Second, the role of inheritances in shaping bequest 
motives may have implications for the accumulation of 
aggregate capital in the economy; and, as a consequence, 
the perpetuation of wealth inequality. Third, this paper 
has implications for the notion that bequests may undo the 
effects of government redistribution, which is a principal 
known as Ricardian Equivalence.

Literature Review

There exists a large literature on bequests that widely 
covers topics such as the response of bequests to estate 
taxes and the effects of bequests on health and child 
achievement. Kopczuk and Slemrod (2003) showed that 
individuals attempted to live longer in order to bequeath 
wealth when a favorable estate tax policy was in place. 
Their suggestion that estate taxes affect bequest behav-
ior has been corroborated by other papers. For example, 

Fig. 1  Estate tax exemption level (Source: IRS)

Fig. 2  Highest marginal estate tax rate (Source: IRS)
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Page (2003) and Joulfaian (2005) documented that 
higher estate taxes are associated with less wealth being 
bequeathed.

Using historical French data, Arrondel and Grange 
(2014) suggested that the past receipt of inheritances 
influenced the recipients’ decision to leave a bequest. 
Stark and Nicinska (2015) used data from the Survey 
on Health, Ageing and Retirement in Europe (SHARE) 
to show that inheritance receipt and the expectation of 
receiving an inheritance had positive effects on the inten-
tion to leave a bequest. Zagorsky (2013) used survey 
data to show that households saved about half of the pro-
ceeds from an inheritance; this might suggest that some 
of the savings will be passed on as a bequest. This paper 
examines the effects of actual and expected inheritance 
receipts on the intention to leave a bequest for households 
in the United States during a period when the estate tax 
rate was changing.

Using the Health and Retirement Survey (HRS), Kim 
and Ruhm (2012a) found that inheritance receipt was asso-
ciated with an increase in alcohol consumption for individ-
uals that were seniors. However, the authors were unable to 
find a statistically significant effect of bequests on mortal-
ity and different measures of health outcomes such as obe-
sity. Using earnings as a measure of a child’s achievement, 
Grawe (2010) found the effect of family size on earnings 
was larger for children who had received an inheritance.

Bequest planning has been cited as a source of wealth 
inequality (Gokhale et al. 2001). In a recent paper, Piketty 
and Saez (2013) discussed the importance of bequests in 
influencing wealth inequality. They argued that if society 
favors households that have little inheritances, then taxes 
on bequests should be relatively high. This type of estate 
tax policy will help to reduce wealth inequality, which was 
argued to be exacerbated by bequests in the literature. The 
findings in this paper add to literature on the potential role 
of bequests in generating wealth inequality.

In previous work on the determinants of bequests, Barro 
(1974) and Becker (1974) showed that bequests were moti-
vated by altruism where parents cared about the well-being 
of their children. Other work such as Kotlikoff and Spivak 
(1981a), Bernheim et al. (1985) and Cox and Rank (1992) 
argued that parents provided an inheritance to their chil-
dren to elicit certain behavior from them. It remains an 
open question, which this paper aims to help answer, as to 
whether the recipients of inheritances will reciprocate by 
passing on wealth to their future heirs.

This paper empirically showed that past inheritance 
receipt and expected receipt were correlated with the 
household’s decision to leave a bequest. We further dem-
onstrated the robustness of these findings by examining the 
effect of taxes on bequests and controlling for household 
characteristics that may influence bequest behavior.

Empirical Framework

In the empirical analysis, a probit model was estimated to 
examine the likelihood of expecting to leave an inheritance 
(Expect LeaveInheritance). The main independent variables 
were binary and indicated whether the household had received 
an inheritance (Inheritance), and whether receiving an inher-
itance was expected in the future (Expect Inheritance). Along 
with the main independent variables, the following control var-
iables were included in the empirical model: age of the head of 
the household and a quadratic term for age, the number of chil-
dren in the household, marital status of the head of the house-
hold, whether the head of the household had a college degree, 
health status of the head of the household, gender status of the 
head of the household, the log of household income, the log 
of household net worth, whether the household had provided 
financial support to others through gift giving (to control for 
inter vivos effects), and whether the head of the household had 
life insurance coverage. It is important to account for these var-
iables since they represent household characteristics that may 
influence the household decision to leave a bequest.

This paper estimated the following baseline equation using 
probit analysis with the inclusion of a constant term (�0):

where Xi was a vector of control variables, �i was the error 
term, i indexed households and  ̀was the cumulative distri-
bution function. Equation  1 was estimated separately for 
each of the cross-sectional waves of the SCF. For some 
specifications reported in this paper, Eq.  1 was estimated 
using a pooled sample of the cross-sectional waves along 
with year fixed effects to control for macroeconomic shocks. 
After estimating the coefficients in Eq. 1, the estimated mar-
ginal effects evaluated at the means were reported along 
with robust standard errors that were adjusted for imputa-
tion bias since the SCF used a multiple imputation method 
to impute missing values when it assembled the surveys.1

Data

The data used in this paper came from the triennial waves 
of the Survey of Consumer Finances (SCF), which are 
publicly provided by the Federal Reserve. The SCF col-
lected survey responses from a nationally representative 
sample of households in the United States on demographic 

(1)

Prob(Expect To Leave An Inheritancei = 1)

= Φ{�0 + �1 × Inheritancei + �2

× (Expect Inheritancei) + Xi� + �i},

1 The procedure used to adjust the standard errors for imputation bias 
is taken from the Survey of Consumer Finances. A detailed descrip-
tion of this procedure can be found in the 2010 SCF codebook.
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characteristics, wealth, and investment decisions along 
with other items related to the composition and economic 
behavior of the household. In this study, the 1998, 2001, 
2004, 2007, and 2010 waves of the SCF were used in the 
empirical estimations. The SCF had not followed the same 
household over time; rather, it interviewed a new sample 
of households every three years. Descriptive statistics for 
the various SCF waves are reported in Table 1.

Using the responses collected by the SCF, information 
was gathered on whether or not households expected to 

leave an inheritance. Households who were uncertain of 
whether they expect to leave an inheritance were excluded, 
and the sample of households was further restricted to 
those headed by adults aged 25 and above for whom we 
expect to see more financial planning.2 In the final samples, 

2 When excluding households who are uncertain of whether they 
expect to leave an inheritance and households headed by adults 
younger than 25, the total number of households in 2010 was reduced 
from 6482 to 4618.

Table 1  Descriptive statistics

This table displays the descriptive statistics for variables used in the empirical models and taken from the 
triennial waves of the Survey of Consumer Finances for the years 1998, 2001, 2004, 2007 and 2010. Sam-
ple is restricted to households headed by adults aged 25 and above. N is the number of households actually 
surveyed which does not include repeated households due to imputation. The binary variables used indicate 
whether the household expects to leave an inheritance, has received an inheritance, expects to receive a 
future inheritance, has provided financial support to others in the form of gifts, has life insurance cover-
age, and whether the head of the household is married and female. The other variables indicate the age 
of the head of the household, the health status of the head of the household which has the following scale 
1 = Excellent, 2 =  Good, 3 =  Fair, 4 =  Poor, the number of children in the household, the cash value of 
life insurance policies, household income and net worth. With the exception of the number of households 
surveyed (N), the statistics reported in Table 1 are computed using the SCF sampling weights. Variables in 
dollars ($) are deflated using the Consumer Price Index (2010 = 100)

1998 2001 2004 2007 2010
SCF wave SCF wave SCF wave SCF wave SCF wave

N = 3230 N = 3339 N = 3496 N = 3433 N = 4618

Frequency (%)
 Expect to leave an inherit-

ance (=1)
49 53 55 57 48

 Inheritance (=1) 26 24 23 27 24
 Exp. inheritance (=1) 15 14 15 15 12
 Married (=1) 61 62 61 63 56
 College (=1) 46 48 50 51 46
 Female (=1) 22 22 20 20 23
 White (=1) 82 81 79 82 74
 Self-employed (=1) 27 27 27 25 22
 Gifts (=1) 17 19 23 23 19
 Life insurance (=1) 73 72 71 70 65
 Health
  Excellent = 1 34 36 36 34 29
  Good = 2 45 43 44 45 46
  Fair = 3 16 16 15 16 19
  Poor = 4 5 5 5 5 6

 Children
  0–2 90 90 90 90 90
  3+ 10 10 10 10 10

Mean
 Age 52 52 53 54 53
 Cash value
 Life insurance ($) 49,456 98,978 67,029 74,946 42,344

Median
 Income ($) 45,985 49,131 51,997 49,560 45,742
 Net worth ($) 93,896 111,385 116,791 119,834 79,800
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the number of households surveyed ranged from 3230 in 
1998 to 4618 in 2010. In Table 1, we report that the share 
of households that expected to leave an inheritance was 
48 % in 2010. In the same survey year, 24 % of households 
had received an inheritance and 12 % expected to receive 
an inheritance at some point in the future.

In this study, we used information on the characteristics 
of the head of the household such as age, marital status, 
gender, health status, college educated, and self-employed.3 
Including characteristics of the head of the household in 
this analysis is important to control for factors that may 
influence financial decisions because it is reasonable to 
assume that the head ultimately makes the financial deci-
sions in the household.4 For example, Whitaker et  al. 
(2013) documented that women tended to save more com-
pared to men, and this may indicate that households headed 
by women may have had higher net worth. We also 
included variables to indicate whether the household was 
White or non-White, the number of children in the house-
hold, whether the household had life insurance coverage, 
and whether the household had provided financial support 
to others in the form of gifts (inter vivos transfers).

According to Table  1, in 2010, the average age of the 
heads of the household was 53 years, 56  % of the heads 
of the household were married, 48  % of the heads of the 
household had a college degree, 22 % of the heads of the 
household were self-employed, and 23 % of households are 
headed by females. Self reported health status ranged from 
excellent to poor health and, in 2010, average health status 
was reported as good for the head of the household. Fur-
thermore, 90  % of households had between 0–2 children, 
74  % were White, 70  % had life insurance coverage, and 
20 % had provided gifts.

Financial variables such as total household income 
before taxes and net worth were included in the estima-
tions. The median household in 1998 earned roughly 
US$46,000 in income with that figure reaching a peak of 
US$52,000 in 2004 before falling back to US$46,000 in 
2010. Median net worth was reported to be US$94,000 in 
1998 but fell by 15 % to US$80,000 in 2010. The measure 
of net worth excluded the cash value of life insurance 

3 These variables are standard in the analysis of bequests. For exam-
ple, Kao et  al. (1997) use these variables in their analysis of the 
expectation of leaving a bequest using SCF 1989 data.
4 In married-couple and unmarried-partner households, especially, it 
is difficult to determine who is the financial decision maker. However, 
it may be reasonable to use the individual who was declared as the 
head of the household as a proxy for the financial decision maker.

policies, which was reported as US$42,344 in 2010.5 The 
financial variables, income, net worth, and the cash value 
of life insurance policies, were deflated using the Bureau of 
Labor Statistics’ consumer price index (2010 = 100), and 
were transformed into logarithms.6

Results

Figures  3 and 4 plot the individual shares of households 
from the 2010 SCF wave who expected to leave an inher-
itance, conditional on whether the household received 
an inheritance or if an inheritance was expected to be 
received. Our analysis found that 64 % of households who 
received an inheritance expected to leave an inheritance 
while 43 % of households who had not received an inher-
itance expected to leave an inheritance. A similar pattern 
is observed in the shares of households who expected to 
leave an inheritance conditional on whether an inheritance 
was expected to be received. When expecting to receive 
an inheritance, 75  % of all households expected to leave 
an inheritance; conditional on not expecting to receive 
an inheritance, 44  % of households expected to leave an 

5 Net worth was defined as financial assets + physical assets − lia-
bilities. Furthermore, the measure of net worth included balances on 
defined benefit retirement instruments and thrift plans, but excluded 
the current cash value of whole life insurance policies.
6 In the case that a financial variable, denoted as a generic vari-
able z, takes a value of 0, we applied the following transformation: 
log(1  +  z). In addition, in the case that net worth takes a negative 
value, the following transformation was applied: sign(net worth) × 
log(1 + abs(net worth)). Both of these transformations ensured that 
all observations were included in the sample regardless if the finan-
cial variables took a 0 or negative value.

Fig. 3  Shares of households that expect to leave an inheritance in 
2010 (conditional on receiving an inheritance)
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inheritance. All else equal, these results indicate that house-
holds who received or expected to receive an inheritance 
were more likely to bequeath wealth and, thus, describe a 
significant bequest pass through mechanism.

Going beyond these conditional probabilities, we sta-
tistically examined the relationship between the expecta-
tion to leave a bequest and inheritance—whether already 
received or expected to be received. Table  2 displays the 
baseline results obtained by estimating Eq. 1 using the 2010 
SCF wave. In Column 1, it is found that having received 

an inheritance was associated with a 22 percentage point 
increase in the expectation of leaving an inheritance. When 
the full set of control variables were included, the expecta-
tion of leaving an inheritance had fallen by 6 percentage 
points to 16 percentage points. As can been seen in Table 2, 
there is statistically significant evidence that households 
who had received or expected to receive an inheritance 
had a higher expectation of leaving bequests, and models 
including the full set of control variables had consistently 
produced a better explanatory framework as suggested by 
the higher pseudo R-squared. Also, probit regressions were 
estimated with and without the control variables to demon-
strate that the estimated coefficients on the main independ-
ent variables are not spurious or biased because of potential 
correlation with control variables such as income and net 
worth.

In Columns 3 and 4, inheritance was dropped from 
Eq.  1 and the binary dependent variable was regressed 
on a main variable indicating whether the household 
expected to receive an inheritance. It is found with statis-
tical significance that the expectation of leaving a bequest 
had increased by 33 and 27 percentage points without and 
with controls, respectively. In Columns 5 and 6, both vari-
ables, had received an inheritance and the expectation of 
receiving an inheritance, were included in the probit mod-
els. With controls included, the effect of having received 
an inheritance was associated with a 14 percentage point 
increase in the expectation of leaving an inheritance; 

Fig. 4  Shares of households that expect to leave an inheritance in 
2010 (conditional on expecting to receive an inheritance)

Table 2  Baseline results

This table reports results using probit analysis. Marginal effects computed at the means are displayed. Sample consists of data collected in 
the 2010 wave of the Survey of Consumer Finances, and restricted to households headed by adults aged 25 and above. Robust standard errors 
reported in parentheses are adjusted for multiple imputation bias using the SCF procedure. Significance levels: *p < .05, **p < .01, ***p < .001

Dependent variable: expect to leave an inheritance (=1)

(1) (2) (3) (4) (5) (6)

Inheritance (=1) 0.22*** (0.02) 0.16*** (0.02) 0.20*** (0.02) 0.14*** (0.02)
Expect Inheritance (=1) 0.33*** (0.02) 0.27*** (0.03) 0.30*** (0.02) 0.25*** (0.03)
Age −0.03*** (0.00) −0.03*** (0.00) −0.03*** (0.00)
Age2/100 0.02*** (0.00) 0.02*** (0.00) 0.03*** (0.00)
Children 0.01 (0.01) 0.01 (0.01) (0.01) 0.01
Married (=1) −0.02 (0.02) −0.01 (0.02) −0.02 (0.02)
College (=1) 0.11*** (0.02) 0.11*** (0.02) 0.10*** (0.02)
Health −0.07*** (0.01) −0.07*** (0.01) −0.07*** (0.01)
Female (=1) −0.08** (0.02) −0.07** (0.03) −0.07** (0.03)
White (=1) 0.03** (0.01) 0.03** (0.01) 0.03*** (0.01)
Self-employed (=1) 0.18*** (0.02) 0.17*** (0.02) 0.17*** (0.02)
Log income 0.03*** (0.00) 0.03*** (0.00) 0.03*** (0.00)
Log net worth 0.02*** (0.00) 0.02*** (0.00) 0.02*** (0.00)
Gifts (=1) 0.15*** (0.02) 0.16*** (0.02) 0.16*** (0.02)
Life insurance (=1) 0.06*** (0.02) 0.05** (0.02) 0.06** (0.02)
Observations 4618 4618 4618 4618 4618 4618
Pseudo-R2 0.03 0.18 0.03 0.18 0.05 0.19
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expecting to receive an inheritance was associated with a 
25 percentage point increase in the expectation of leaving 
a bequest.

In the specifications with the full set of control vari-
ables, age and a quadratic for age were included; the lat-
ter was included to account for a non-linear relationship 
between age and the expectation of leaving a bequest. 
Younger households were found to have a lower expecta-
tion to leave a bequest. Also, in these specifications, it is 
found that households with more children had a relatively 
higher expectation of leaving a bequest. A lower expecta-
tion of leaving a bequest was associated with households 
headed by an individual with relatively poorer health. 
Heads of the household who are self-employed were found 
to have a higher expectation of leaving a bequest. For these 
households, it could be the case that the self-employed 
own a small business which they plan to leave as a bequest. 
Furthermore, households with heads who have a college 
degree had a higher expectation of leaving an inheritance, 
but those headed by females were found to have a lower 
expectation of leaving a bequest.

Across the different specifications used in Table  2, 
financial variables were associated with an increase in 
the expectation of leaving an inheritance. Increases in log 
income and log net worth were each associated with small 
but statistically significant increases in the expectation of 
leaving an inheritance. If households provided financial 
support to others in the form of gifts (inter vivos transfers), 
the expectation of leaving an inheritance had increased by 
16 percentage points in Column 6. Also, in Column 6, hav-
ing life insurance coverage increased the expectation of 
leaving an inheritance by 6 percentage points. This points 
to life insurance and inter vivos transfers not competing 
with the bequest motive. Rather, life insurance, inter vivos 
transfers, and bequests seem to operate as complementary 
means by which intergenerational wealth is transferred.

According to Table 2, the increase in the expectation of 
leaving an inheritance was two times greater than expecting 
to receive an inheritance for those having already received 
an inheritance. This finding suggests that expecting to 
receive an inheritance matters more for bequest planning 
than does previous inheritance receipt. A plausible expla-
nation for this finding is that the household may choose 
to consume, or had consumed, a received inheritance and 
plans to set aside the inheritance it expects to receive as a 
bequest. Nonetheless, we show that prior or expected inher-
itance receipt were correlated with a higher expectation of 
leaving a bequest. Arrondel and Grange (2014) suggested 
that family tradition plays a role in bequest behavior and 
that households who received inherited wealth were more 
likely to bequeath wealth. It may be the case that to con-
tinue the tradition of passing resources among generations, 

the current generation that received an inheritance is more 
likely to bequeath wealth to the future generation.

An issue not addressed by the results in Table 2 is that 
taxes on estates may increase the cost of bequeathing 
wealth, which in turn affect economic behavior. Without 
controlling for this effect, the estimates reported in Table 2 
may be biased. We address this issue by using the 2010 
SCF wave as our baseline sample because federal estate 
taxes were broadly repealed that year.7 In this setting, we 
observed that having received an inheritance and expecting 
to receive an inheritance were associated with increases in 
the expectation of leaving an inheritance.

To explore the implications of estate tax changes on 
economic behavior, the baseline equation was estimated 
separately for each wave of the SCF. Later waves coincided 
with the Economic Growth Tax Relief and Reconciliation 
Act enacted in 2002, which was intended to reduce the tax 
burden associated with bequeathing estates. The 1998 and 
2001 waves represent the pre-EGTRRA samples and 2004, 
2007 and 2010 are the post-EGTRRA samples. The results 
reported in Table  3 demonstrated that changes in the US 
estate tax law regime had not altered the relationship pre-
viously observed between inheritance receipt or expecting 
to receive an inheritance and the expectation of leaving an 
inheritance. We used a pooled sample of all households 
across all waves of the SCF and included year fixed effects 
in Column 6 to control for macroeconomic shocks. The 
results reported are similar to those contained in Column 
5, which represents our baselines estimates using the 2010 
SCF wave.

Households with net worth above the federal estate tax 
exemption level may behave differently compared to those 
with net worth below the exemption level. In Table 4, we 
accounted for potential heterogeneous effects from estate 
taxes by estimating the baseline equation separately for all 
waves of the SCF based on samples restricted to households 
with net worth above the 1998 estate tax exemption level. 
Across all SCF waves and adjusting for inflation the 1998 
US$625,000 estate tax exemption level for individuals, it 

7 Although the estate tax was repealed in 2010, heirs of decedents 
had a choice of applying either the 2010 or 2011 tax laws to their 
inherited estates. In 2010, the stepped up basis was repealed which 
made estates bequeathed in that particular year subject to capital 
gains taxes; however, the stepped up basis was reenacted in 2011 
which allowed estates to be exempt from capital gains taxation. Heirs 
may have found it financially favorable to apply the 2011 estate tax 
law (35 % estate tax rate and US$5 million exemption level) in 2010 
if their total estate tax bill was lower than the potential capital gains 
tax they would have paid in 2010. Also, some state governments 
enacted their own inheritance tax policies in response to the enact-
ment of EGTRRA 2001. Therefore, although some households did 
not pay estate taxes to the federal government in 2010, they might 
have paid estate taxes to state governments.
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was found that households who potentially faced paying 
estate taxes were associated with having a higher expecta-
tion of leaving a bequest when they had received an inherit-
ance or expected to receive an inheritance. It is noteworthy 
that the basic results do not change for this group; having 
had received an inheritance or expected to receive an inher-
itance were positively correlated with the expectation of 
leaving a bequest. Additionally, there is no evidence that 
changes to the estate tax system markedly altered the calcu-
lus of expecting to leave a bequest for either the full sample 
or the subset of wealthier households in the SCF.

In Table 5, the baseline regression was estimated sepa-
rately for households with non-married and married heads, 
and for households with and without life insurance cover-
age. The effect of inheritance receipt was found to be twice 
as large for households headed by unmarried individuals 
than for households headed by married individuals. How-
ever, the marginal effects for those who expected to receive 
an inheritance were similar between married and unmar-
ried households. Comparing households with and without 
life insurance coverage, the effect of inheritance was docu-
mented to be larger for households with no life insurance 
coverage. Consistent with Columns 1a and 1b, the effect 
of expecting to receive an inheritance was similar across 

life insurance and no life insurance households. In Column 
2a, we included the log of the cash value of life insurance 
policies and found that an increase in the cash value of life 
insurance policies was associated with an increase in the 
expectation of leaving an inheritance.

In Table 6, the 2010 SCF sample was disaggregated into 
three distinct age groups and the baseline equation was 
estimated for each group. We classify households headed 
by adults aged between 25 and 44 as younger, between 45 
and 64 as pre-retirement, and over 64 as seniors. The effect 
of inheritance on the expectation of leaving an inheritance 
was not statistically significant for younger households. 
However, younger households who expected to receive 
an inheritance had a higher expectation of leaving an 
inheritance. The roles of inheritance receipt and expected 
inheritance receipt influenced the expectation of leaving 
an inheritance for pre-retirement and senior households. 
Interestingly, there was a stronger correlation between net 
worth and the expectation of leaving an inheritance for sen-
iors compared to younger and pre-retirement households. 
This may not be surprising since Kim et al. (2012b) found a 
correlation between a bequest motive and stock ownership 
among seniors, which may indicate that seniors attempt to 
build wealth through stock ownership to bequeathe. Finally, 

Table 3  Regression results using different waves of the survey of consumer finances

This table reports results using probit analysis. Marginal effects computed at the means are displayed. Sample consists of data collected in the 
1998, 2001, 2004, 2007 and 2010 waves of the Survey of Consumer Finances and restricted to households headed by adults aged 25 and above. 
Year fixed effects are included in Column 6. Robust standard errors reported in parentheses are adjusted for multiple imputation bias using the 
SCF procedure. Significance levels: *p < .05, **p < .01, ***p < .001

Dependent variable: expect to leave an inheritance (=1)

SCF wave

1998 2001 2004 2007 2010 Pooled

(1) (2) (3) (4) (5) (6)

Inheritance (=1) 0.10*** (0.02) 0.15*** (0.02) 0.11*** (0.02) 0.13*** (0.02) 0.14*** (0.02) 0.13*** (0.01)
Expect Inheritance (=1) 0.31*** (0.03) 0.25*** (0.03) 0.23*** (0.03) 0.27*** (0.03) 0.25*** (0.03) 0.26*** (0.01)
Age −0.03*** (0.00) −0.03*** (0.00) −0.04*** (0.00) −0.02*** (0.00) −0.03*** (0.00) −0.03*** (0.00)
Age2/100 0.03*** (0.00) 0.03*** (0.00) 0.03*** (0.00) 0.02*** (0.00) 0.03*** (0.00) 0.02*** (0.00)
Children 0.00 (0.01) 0.01 (0.01) 0.01 (0.01) −0.00 (0.01) 0.01 (0.01) 0.01 (0.00)
Married (=1) −0.01 (0.03) −0.02 (0.03) −0.05* (0.03) 0.02 (0.03) −0.02 (0.02) −0.00 (0.01)
College (=1) 0.05* (0.02) 0.06* (0.02) 0.05* (0.02) 0.19*** (0.02) 0.10*** (0.02) 0.12*** (0.01)
Health −0.05*** (0.01) −0.06*** (0.01) −0.07*** (0.01) −0.10*** (0.01) −0.07*** (0.01) −0.08*** (0.01)
Female (=1) −0.09** (0.03) −0.02 (0.03) 0.00 (0.03) −0.13*** (0.03) −0.07** (0.03) −0.08*** (0.01)
White (=1) 0.06*** (0.01) 0.05*** (0.01) 0.02* (0.01) 0.00 (0.01) 0.03*** (0.01) 0.03*** (0.00)
Self-employed (=1) 0.13*** (0.03) 0.14*** (0.03) 0.11*** (0.03) 0.24*** (0.02) 0.17*** (0.02) 0.18*** (0.01)
log Income 0.09*** (0.02) 0.10*** (0.02) 0.10*** (0.01) 0.03*** (0.01) 0.03*** (0.00) 0.05*** (0.00)
log Net Worth 0.01*** (0.00) 0.02*** (0.00) 0.02*** (0.00) −0.00 (0.00) 0.02*** (0.00) 0.01*** (0.00)
Gifts (=1) 0.17*** (0.03) 0.15*** (0.03) 0.09*** (0.03) 0.18*** (0.02) 0.16*** (0.02) 0.16*** (0.01)
Life Insurance (=1) 0.04 (0.02) 0.07** (0.02) 0.03 (0.02) 0.02 (0.02) 0.06** (0.02) 0.05*** (0.01)
Observations 3230 3339 3496 3433 4618 18116
Pseudo-R2 0.25 0.28 0.25 0.21 0.19 0.21
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life insurance coverage and gift giving had positive effects 
on the expectation of leaving a bequest for younger and 
pre-retirement households, but not for senior households.

Discussion and Conclusion

This study began with the insight that past inheritance 
receipt may influence the household’s decision to leave 
a bequest. In this paper, the relationship between inherit-
ances (received and expected to receive) and the expecta-
tion of leaving a bequest for households was empirically 
evaluated using the SCF. Specifically, a probit function 
was estimated, which produced marginal effects computed 
at the means. The results show that inheritance receipt was 
positively associated with an increase in the expectation 
of leaving a bequest. Specifically, inheritance receipt was 
associated with a 14 percentage point increase in the expec-
tation of leaving a bequest. In addition, the expectation of a 
receiving an inheritance was correlated with a 25 percent-
age point increase in the expectation of leaving a bequest.

The results reported in this paper were also robust to 
changes in estate tax policy and controlling for household 

characteristics. Previous work had shown that estate taxes 
influenced bequest planning. Our results suggest that the 
correlation between inheritance receipt (actual or expected) 
and the decision to leave a bequest was unaffected by 
changes in estate tax policy. Finally, after controlling for 
household characteristics such as household income and 
the number of children in the household, the positive corre-
lation between inheritance receipt and the decision to leave 
a bequest was persistent.

To summarize, this paper provides suggestive evidence 
that households who expect to receive, or had already 
received, an inheritance had a higher expectation of leav-
ing a bequest. This indicates that there is an inheritance-
bequest link that may be supported by the idea that house-
holds want to continue the tradition of family transfers of 
resources across generations. In addition, households might 
reciprocate the act of altruism associated with receiving 
an inheritance by passing on a bequest. Johar et al. (2015) 
suggested empirical evidence that there is reciprocation 
between parents and children in financial transfers. Over-
all, our results contribute to the literature by suggesting that 
inheritance receipt may be an important factor underlying 

Table 4  Regression results for households with net worth above the 1998 federal estate tax exemption level

This table reports results using probit analysis. Marginal effects computed at the means are displayed. Sample consists of households with net 
worth above the 1998 Federal Estate Exemption Level ($625,000) collected in the 1998, 2001, 2004, 2007 and 2010 waves of the Survey of 
Consumer Finances and restricted to households headed by adults aged 25 and above. Year fixed effects are included in Column 6. Robust stand-
ard errors reported in parentheses are adjusted for multiple imputation bias using the SCF procedure. Significance levels *p < .05, **p < .01, 
***p < .001

Sample: HHs with net 
worth >1998 federal  
exemption

Dependent variable: expect to leave an inheritance (=1)

SCF wave

1998 2001 2004 2007 2010 Pooled

(1) (2) (3) (4) (5) (6)

Inheritance (=1) 0.02 (0.02) 0.05** (0.02) 0.06*** (0.02) 0.10*** (0.03) 0.07*** (0.02) 0.07*** (0.01)
Expect inheritance (=1) 0.08** (0.03) 0.08*** (0.02) 0.07** (0.02) 0.22*** (0.04) 0.12*** (0.03) 0.12*** (0.01)
Age −0.00 (0.01) 0.00 (0.00) −0.02*** (0.01) −0.01* (0.01) −0.00 (0.01) −0.01* (0.00)
Age2/100 0.00 (0.01) −0.00 (0.00) 0.02*** (0.00) 0.01** (0.01) 0.00 (0.01) 0.01** (0.00)
Children 0.01 (0.01) 0.01 (0.01) −0.01 (0.01) −0.01 (0.01) 0.02* (0.01) 0.01 (0.00)
Married (=1) −0.00 (0.03) −0.03 (0.03) −0.05* (0.03) 0.01 (0.04) −0.02 (0.03) −0.01 (0.01)
College (=1) −0.02 (0.02) −0.03 (0.02) −0.02 (0.02) 0.18*** (0.03) −0.02 (0.02) 0.03** (0.01)
Health −0.01 (0.01) −0.00 (0.01) −0.04*** (0.01) −0.10*** (0.02) −0.01 (0.01) −0.04*** (0.01)
Female (=1) 0.05 (0.04) −0.01 (0.04) 0.03 (0.04) −0.11* (0.05) −0.03 (0.04) −0.04* (0.02)
White (=1) −0.01 (0.01) −0.00 (0.01) 0.00 (0.01) 0.00 (0.02) 0.02 (0.01) 0.00 (0.01)
Self-employed (=1) −0.01 (0.02) −0.01 (0.02) 0.00 (0.02) 0.17*** (0.03) 0.00 (0.02) 0.04*** (0.01)
Log income 0.01 (0.01) 0.00 (0.01) 0.01 (0.01) 0.00 (0.01) −0.00 (0.00) −0.00 (0.00)
Log net worth 0.03*** (0.01) 0.06*** (0.01) 0.07*** (0.01) 0.02* (0.01) 0.07*** (0.01) 0.05*** (0.00)
Gifts (=1) 0.03 (0.02) 0.02 (0.02) −0.01 (0.02) 0.19*** (0.03) 0.02 (0.02) 0.06*** (0.01)
Life insurance (=1) 0.02 (0.02) 0.04* (0.02) 0.05* (0.02) −0.05 (0.03) 0.04 (0.02) 0.02* (0.01)
Observations 1040 1234 1342 1368 1391 6375
Pseudo-R2 0.09 0.16 0.20 0.23 0.15 0.16
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the bequest motive, and, hence, the decision to leave a 
bequest.

The SCF is a comprehensive dataset containing informa-
tion on household’s expectation of leaving an inheritance 
as well as prior inheritance receipt and the expectation of 
receiving an inheritance. The goal of this paper was to esti-
mate reduced form models using the SCF data to ascertain 
the correlation between the planning of bequests and inher-
itance receipt. However, there are limitations in our method 
as the data was purely observational and the source of the 
data was based entirely on survey responses. Nonetheless, 
the strength of the patterns reported in this paper and their 
consistency across a very broad range of socioeconomic 
circumstances suggested that our findings were likely to be 
an important and useful contribution for future research on 
understanding bequest behavior.

Furthermore, this study is important because of the 
growing concern about rising wealth inequality in the 
United States. Policymakers and researchers had suggested 
that inheritances and family financial support were among 
the mechanisms driving the inequality of wealth. Inherit-
ance receipt was more likely to add to wealth and, there-
fore, lead to further widening of the wealth gap between 

households that had received an inheritance and those 
that had not. In the popular press, the idea that rich house-
holds will continue to amass wealth while poor house-
holds remain trapped in poverty has gained a lot of con-
cern. There is growing support that government should do 
something to help the less affluent build wealth. Our study 
suggested that policy changes aimed at reducing the wealth 
gap, such as establishing automatic savings into retire-
ment plans, should promote wealth accumulation among 
households that had not received an inheritance to help 
them build financial assets that they can pass on to future 
generations.

While our results make some progress towards further 
understanding the bequest motive, other related questions 
immediately arise. First, if the uneven distribution of inher-
itances increases the inequality of wealth distribution, how 
much of wealth inequality may be accounted for by our 
observed pass-through mechanism? Second, if saving to 
create estates is an important source of capital in the econ-
omy, should taxes on estates be avoided? The stability of 
our results across cohorts facing varying tax regimes sug-
gests the relationship between inheritances and bequests is 
not easily manipulated by policy changes. Third, would a 

Table 5  Regression results 
based on households with 
married and unmarried heads, 
and households with life 
insurance coverage and no life 
insurance coverage

This table reports results using probit analysis. Marginal effects computed at the means are displayed. 
Sample consists of data collected in the 2010 wave of the Survey of Consumer Finances, and restricted 
to households headed by adults aged 25 and above. In Columns (1a) and (1b), the sample is restricted 
to married and unmarried households, respectively. In Columns (2a) and (2b), the sample is restricted to 
households with life insurance and no life insurance coverage, respectively. Robust standard errors reported 
in parentheses are adjusted for multiple imputation bias using the SCF procedure. Significance levels 
*p < .05, **p < .01, ***p < .001

Inheritance (=1) Dependent variable: expect to leave an inheritance (=1)

Married Unmarried Life insurance No life insurance

(1a) (1b) (2a) (2b)

0.10*** (0.02) 0.19*** (0.03) 0.11*** (0.02) 0.18*** (0.03)
Expect inheritance (=1) 0.26*** (0.04) 0.23*** (0.04) 0.23*** (0.03) 0.27*** (0.05)
Age −0.03*** (0.01) −0.03*** (0.00) −0.02*** (0.00) −0.03*** (0.00)
Age2/100 0.03*** (0.00) 0.02*** (0.00) 0.02*** (0.00) 0.03*** (0.00)
Children 0.01 (0.01) 0.02 (0.01) 0.01 (0.01) 0.01 (0.01)
Married (=1) −0.07* (0.03) 0.04 (0.03)
College (=1) 0.11*** (0.02) 0.06* (0.03) 0.09*** (0.02) 0.08** (0.03)
Health −0.08*** (0.01) −0.07*** (0.01) −0.07*** (0.01) −0.07*** (0.02)
Female (=1) −0.22 (0.19) −0.07** (0.02) −0.10** (0.03) −0.04 (0.04)
White (=1) 0.04*** (0.01) 0.02 (0.01) 0.04*** (0.01) 0.02 (0.01)
Self-employed (=1) 0.18*** (0.03) 0.11** (0.04) 0.18*** (0.03) 0.11** (0.04)
Log income 0.02*** (0.01) 0.03*** (0.01) 0.03*** (0.01) 0.03** (0.01)
Log net worth 0.02*** (0.00) 0.01*** (0.00) 0.02*** (0.00) 0.01*** (0.00)
Gifts (=1) 0.13*** (0.03) 0.19*** (0.03) 0.16*** (0.03) 0.15*** (0.04)
Life insurance (=1) 0.02 (0.03) 0.09*** (0.02)
Log cash value life ins. 0.01*** (0.00)
Observations 2607 2011 2982 1636
Pseudo-R2 0.20 0.16 0.19 0.20
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more stable change in tax law result in a markedly different 
outcome? The tax changes implemented under EGTRRA 
were temporary and gradual. It is possible that a permanent 
change in policy would markedly alter the pass-through 
mechanism. We leave these issues, and other potential 
extensions, for future work.
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