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Table 4 
Intergenerational Transfers as a Source of Capital Accumulation, 1986 

Stock of Transfer Wealth 
Annual Flow ($ billions) 

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

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

Trusts 14.17 576.1 
Life Insurance 7.84 258.3 

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

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

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

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

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

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

7Life-cycle wealth cannot be inferred by taking the difference between estimated intended transfer 
wealth and net worth, because some of that difference is due to intended bequests. 
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0.25 0.80 1.0 0.29% 6% 2% -13% 

0.10 0.80 1.0 0.37 6 2 -8 

0.50 0.80 1.0 0.28 6 3 -17 

0.25 0.30 1.0 0.25 6 2 -12 

0.25 1.50 1.0 0.36 5 2 -13 

0.25 0.80 0.8 0.19 4 2 -16 

0.25 0.80 1.25 0.45 8 2 -9 

All policy experiments are relative to an income tax at an initial tax rate of 15%. 

Source: Auerbach and Kotlikoff (1987, Table 5.4). 
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