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Abstract

This study aimed to analyze the impact of intergenerational wealth transfer on economic
inequality and to examine the effects of estate taxation on wealth distribution in Thailand.
The overlapping generation model had been constructed by using calibration and simulation
approach aimed to focus on two different types of households; households with wealth
transference and households without wealth transference. The resulted showed that
intergenerational wealth transfer had caused inequality of consumption, savings and welfare
between households with wealth transference and households without wealth transference.
In additon, by imposing the estate tax into the system, it had caused decreasing in
consumption saving and welfare inequalities between households with wealth transference
and households without wealth transference. The impact of money growth rate transmission
analysis found that changes in money growth rate had caused increasing in consumption and
savings in both household groups.
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Table 1. Steady state variables: the benchmark model

Nonaltruistic household

Altruistic household

Life-time
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+T
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+T
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Table 1. Steady state variables: the benchmark model
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Table 2. Steady state variables: estate tax

Nonaltruistic household

Altruistic household

Life-time consumption 5= W45+ ()1 + (6—1)m
= — T — X
’ (17
Bequest — _ (6—1)m
~ (1+n)k —a(W+(p)+m+(1—a)|:(1+T)
X =
p|:(1—r)-(1-a)(1—‘c)(1-[3):|
Young period consumption _ _ _ (6—DHim cr=1-3a)o
Co=(@1—-a)| W+p+ D
Old period consumption = c
ber! HmPH a(l+7) [w+<p+ ((El_i)ﬂm} dr= e
- _ (1-a)(1+ ur)
d (1+ 1)
Saving 0—1m =, =@A—DX+a(Ww+¢p)—m
3 :a(W+(p)-1Tl-(1-a)((1 )jm ST
p +T _ _ e (6—1)m
+(1—3a) |:(1 (1-B)x (1+1) }
Money rﬁzuap M=pd,

Source: Calculated
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Table 3. Calibration of the model

Parameter Interpretation Value Reference
Firm
a Capital income share 0.328 Cheewatrakoolpong and
Boonprakaikawe (2010)
A Technology Parameter 17 Bank of Thailand (2001)
Household
B Discount factor 0.9 Tanboon (2008)
a The weight individuals 0.087 Patmassiriwat (2014)
put on old consumption.
n Population growth 0.2 Mahidol University (2019)
p The proportion of 0.012 Department of lands (2015)
altruistic household
1 A share spending in old 0.77 Bank of thailand  (2018)
period
Consumption financed by
the amount of money
saved in the young period
Central Bank
4] Money growth rate 14 Bank of Thailand (20019)

Table 4. Steady state value: the benchmark model

Steady state value

Interest rate 1.63
Wage 20.81
Altruistic household
Life-time consumption 44.92
Young period consumption 41.01
Old period consumption 2.71
Saving 295.18
Bequests 545.24
Money 1.24
Welfare 20.70
Nonaltruistic household
Young period consumption 5.02
Old period consumption 1.26
Saving 17.74
Money 0.58
Welfare 0.89
Inequality
Young period consumption 35.99
Old period consumption 1.45
Saving 277.44
Welfare 19.81
Money 0.67

Source: calculated
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ME NOITANBINTIASTINNG (2562) M LS e
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Table 5. Steady state value: estate tax

PIANABAINIHABNAIN19A NN IR 1Y

Fdaa'Ine enunsouansldeny Table 5

No estate Estate tax rate (%)
tax 5 10 20 30 40 50
Interest rate 1.63 2.18 2.46 2.76 290 297 3.00
Wage 20.81 18.08 17.02 16.10 1571 1553 15.46
Altruistic household
Life-time 44.92 36.87 33.20 30.21 2879 27.83 27.02
consumption
Young period 41.01 33.66 3031 27.58 2628 2541 24.67
consumption
Old period 2.71 2.27 2.06 1.88 1.80 174 1.69
consumption
Saving 295.18 146.44 9470 5254 33.97 2345 16.67
Bequests 545.24 301.86 203.56 12351 88.08 67.77 54.32
Money 1.24 1.04 0.94 0.86 0.82 0.80 0.78
Welfare 20.70 1953 1891 1835 18.07 17.87 17.69
Nonaltruistic household
Young period 5.02 6.75 7.03 7.11 709 7.06 7.02
consumption
Old period 1.26 2.04 2.32 2.55 264 267 267
consumption
Saving 17.74 12.12 1042 9.13 864 845 8.43
Money 0.58 0.94 1.06 1.17 121 122 123
Welfare 0.89 1.08 1.10 1.11 111 111 111
Inequality
Young period 35.99 2691 2328 2047 19.19 1835 17.66
consumption
Old period 1.45 0.22 -0.26  -0.67 -0.84 -093 -098
consumption
Saving 277.44 13432 84.28 4341 2532 1500 8.24
Welfare 19.81 1846 17.81 1724 1695 16.76 16.58

Source: calculated
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Figure 1 Response of money growth rate to economic variables

Source: Calculated
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