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Abstract

The effects of helicopter money on expectations and economic outcomes is
empirically largely unexplored. We fielded a representative survey among the
German population randomly assigning respondents to various unconven-
tional monetary policy scenarios that raise household income. We find that
in all policy treatments people spend almost 40% of the transfer. Spending
shares are independent of whether the transfer is debt financed and provided
by the government or provided by the central bank as ‘helicopter money’.
Policies do not raise inflation expectations but induce uncertainty. Individu-
als’ spending decisions are hardly correlated with measures on expectations.
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“Let us suppose now that one day a helicopter flies over this community and
drops an additional $1000 in bills from the sky, which is, of course, hastily col-
lected by the members of this community. Let us suppose further that everyone
is convinced that this is a unique event which will never be repeated.” (Friedman,
1969, p. 4-5)

1 Introduction

After the emergence of the world economic crisis in 2007, central banks have imple-
mented a collection of monetary policy measures with the aim to stimulate nominal
demand, ranging from standard downward adjustments in nominal interest rates to
unconventional quantitative easing and forward guidance. Notwithstanding some
positive effects, the final outcomes and effectiveness of these measures stay am-
biguous (Kapetanios et al., 2012). Recently, there have been repeated discussions
to extend the toolbox of unconventional monetary policies and recur to helicopter
money as a measure to directly inject money into the economy by giving cash to
households, thus circumventing the indirect monetary policy channels. Helicopter
money was first talked about by Milton Friedman (1969), taken up in a speech by
Ben Bernanke! addressing the Japanese slump, and has been recently discussed by

2 The idea of helicopter money as another

various academics and policy makers.
actual means of monetary policy making — Milton Friedman introduced it as a
thought experiment — is intriguing. Its potential implications are, however, largely
unexplored, most importantly from an empirical point of view.

In this paper we analyze the potential consequences of helicopter money on
households’ spending decisions and how it changes their expectations on inflation
and the development of the economy. To this end we fielded questions in a survey
which constitutes a representative sample of the German population. The survey
allowed us to randomly divide the participants into four sub-groups who were

confronted with distinct versions of unconventional monetary and fiscal policy

1“Some thoughts on Monetary Policy in Japan”, The Federal Reserve Board, Remarks by
Governor Ben S. Bernanke before the Japan Society of Monetary Economics, Tokyo, Japan,
May 31, 2003.

2See, for example, the blog “mainly macro” by Simon Wren-Lewis https:
//mainlymacro.blogspot.de/ or John Muellbauer at http://voxeu.org/article/
combatting-eurozone-deflation-qge-people.



scenarios. They were subsequently asked about the amount they would eventually
spend if they received the money out of such a policy, and about their expectations
on the policy impact on the economy. The policy scenarios differed in terms of how
the policy would be funded, and in terms of the pace of policy implementation.

Combining the participants answers about their economic expectations and
consumption behavior we are not only able to evaluate the likely outcomes of the
policies in comparison. We are also able to elaborate on the validity of different eco-
nomic theories such as the permanent income hypothesis, Ricardian equivalence,
and behavioral approaches to explain consumption such as mental accounting.

We find that households consume almost 40% of the transfers given to them.
Quite intriguingly the spending shares are hardly affected by the way in which
the policy is financed, i.e whether the central bank would print the money and
transfer it directly to the households or whether the treasury would borrow the
money from the central bank and transfer it to the households. Furthermore, there
is no difference in spending shares between households who were asked what to
do with an individual lottery win, and households who were told that they as
all other households would receive money from the treasury or the central bank.
An economy wide transfer program seems to be considered as the same kind of a
windfall as an individual lottery win questioning the effectiveness of the policies to
positively influence expectations on future output. In relation to forward-looking
behavior of households we also find little support for the proposition of Ricardian
equivalence when comparing the effect of helicopter money drops with transfers
paid out by the treasury on households’ spending shares. While all policies have
little effect on raising expected inflation rates, they seem to introduce a great deal
of uncertainty about future inflation rates. Economically more interested persons
are more likely to answer that any kind of expansionary policy will increase future
inflation rates while less interested respondents are not. Moreover, expectations
about inflation, economic conditions, and government behaviour are not strongly
correlated with the individuals’ spending decisions. Finally, while we do not con-
firm earlier results on mental accounting theories as a behavioural explanation
of the respondents’ answers, we do find interesting correlations between peoples’
budgeting plans and spending decisions.

We proceed with a literature overview. Section 3 describes the survey from



which our data stems. Section 4 introduces the treatments, and Section 5 presents

the results. In Section 6 we conclude.

2 Related literature

As the insufficiency of conventional monetary policies in post-crisis periods became
more obvious?, both debt and money financed fiscal stimulus gained more attention
in recent macroeconomic research. Koo (2009) and DeLong and Summers (2012)
provide evidence on the high efficacy of activist fiscal policy during such periods.
But for political reasons and the fear of high government debts, the debate among
the members of the European Monetary Union serves as a prominent example,
those policies are very often not applied. Helicopter money as a yet another policy
option thus became a hot topic.

Although still little is known about this concept, the researchers seem to agree
on its (in theory) high efficacy in stimulating nominal demand. Using a rigor-
ous macro model Buiter (2014) concludes that “a permanent helicopter drop of
irredeemable fiat base money boosts demand both when Ricardian equivalence
does not hold and when it does. It makes the deficient demand version of sec-
ular stagnation a policy choice, not something driven by circumstances beyond
national policy makers’ control”. Turner (2015) asserts that “money financed fiscal
deficits will certainly and in all circumstances stimulate aggregate nominal de-
mand. While monetary stimulus working through expectations channels might”.
Gali (2014) used DSGE models to examine the effects of the monetary finance
under classical and New-Keynesian assumptions and concluded that under a real-
istic calibration of nominal rigidities, “a money-financed fiscal stimulus is shown
to have very strong effects on economic activity, with relatively mild inflationary
consequences”.

There is an emerging empirical literature which touches upon the consequences
of unconventional monetary and fiscal policies. Giirkaynak et al. (2005) use a high-
frequency event-study analysis to asses the effects of US forward guidance on asset

prices. They find that statements about the future path of policy has bigger effects

3For a discussion on the ineffectiveness of monetary policy in recessions and the role of de-
leveraging cycles see Koo (2009) or McCulley and Pozsar (2013)



on asset prices than the FED’s actions regarding current fed funds rate target.
Similarly, Campbell et al. (2012) examine the possibility of the FED to influence
the longer-turn interest rates using the communication about the future short-
term rates and argue that forward guidance can be effectively used for additional
monetary accomodation.

In addition to forward guidance, a large part of the literature focuses on the
effects of quantitative easing on financial markets. Using an event-based methodol-
ogy Krishnamurthy and Vissing-Jorgensen (2011) present evidence on the negative
effect of quantitative easing on bond yields, differentiating several channels of in-
fluence. That the channels of influence can differ among countries is shown in
Christensen and Rudebusch (2012) who conclude that the fall in yields in the US
reflects lower expectations of future short-term interest rates while the influence
in the United Kingdom is asserted mainly through a reduction of the term pre-
mium. Gagnon et al. (2011) also confirm that the FED bond purchases led to
“economically meaningful and long-lasting reductions in longer-term interest rates
on a range of securities”. Joyce et al. (2011) come to the same conclusion that the
Bank of England (BOE) asset purchases negatively affected medium to long term
bond yields. Using VAR models and an identification through heteroscedasticity
and high-frequency event-study analysis on US data Wright (2012) finds that after
the initial fall yields tend to return back to higher levels in a few months after the
policy implementation.

Next to examining the effects of unconventional measures on financial markets
few studies try to make a further step and estimate the influence of such a policies
on macroeconomic variables such as inflation and output. Using three different
types of VAR models on United Kingdom data Kapetanios et al. (2012) provide
evidence that the quantitative easing had a positive influence on real GDP and in-
flation amounting to 1.5 p.p. and 1.25 p.p., respectively. Using a BVAR methodol-
ogy and the counterfactual analysis approach on Eurozone data Lenza et al. (2010)
find a positive effect of non-standard measures on inflation and production after a
delay of several months while initially the effect is negative. Baumeister and Be-
nati (2012) also aim to estimate the further effect of the long-term yield changes
on the main macroeconomic variables using US and UK data. They conclude that

“compressions in the long-term yield spread exert a powerful effect on both output



growth and inflation”.

In addition to the literature on monetary policies in crisis periods, many studies
have been conducted on the effectiveness of a fiscal stimulus (i.e. tax rebates
and increased government spending) on various economic outcomes. Shapiro and
Slemrod (2003) find that in the US 21.8% of households would mostly use the
money of the 2001 tax rebate for spending, while in Shapiro and Slemrod (2009)
the percentage was found to be 20% for the rebate in 2008. Misra and Surico (2014)
find identical results for the 2008 rebate. Looking at the comparisons between good
and bad times DeLong and Summers (2012) argue that at the zero lower bound
the effectiveness of expansive fiscal policy increases significantly when compared
to non-binding periods. Using a multiple regime framework Arina et al. (2015)
provide evidence of larger spending multipliers during periods of low economic
activity, however, the magnitude of the effects of fiscal shocks on consumption and
investment is shown to be very small. Candelon and Lieb (2013) argue that active
spending policies have a stronger impact in recession periods, with multipliers
exceeding unity. Auerbach and Gorodnichenko (2012) support the thesis that
fiscal policy is “considerably” more effective in recessions than in expansions. That
the problem is not so simple and that the results can differ for different countries
is shown by Owyang et al. (2013) who find no bigger multipliers during times of
slack in the US while for Canada the multipliers prove to be significantly higher
during such a periods.

Though many studies exist on the topics of conventional and unconventional
monetary and fiscal policies, there is hardly any empirical contribution elaborating
monetary-fiscal cooperation and monetary finance or, more specifically, the likely
consequences of helicopter money. The reason for this is rather clear: throughout
the history, controlled and well managed monetary-fiscal cooperations conducted
with the goal of a gradual increase in nominal demand hardly ever happened. Ei-
ther the monetary financing was a result of unsustainable fiscal expansions leading
to the loss of central bank independence and high levels of inflation, or it was pro-
hibited by law in order to help central banks to maintain low inflation goals.* Thus
many questions related to this important topic are still unanswered. This is where

we want to add to the existing literature. We designed a survey where people were

4For a short historical perspective on monetary finance see Saravelos et al. (2016), pages 5-7.



confronted with different versions of money financed fiscal stimuli and answered
questions on how they would spend the transfers and how the policies would change

their expectations about the economy and future government behavior.

3 Survey methodology and data

We use data from the GESIS panel for our analysis. The GESIS panel is a
probability-based mixed mode access panel which provides the social science com-
munity an opportunity to collect survey data from a representative sample of the
German population aged between 18 and 70 years at the time of recruitment and
residing permanently in Germany. In February 2014, when the panel was started
it contained about 4900 panelists. The survey takes place bi-monthly consisting of
questions that can be answered in about 20 minutes. About 65% of the panelists
participate online via web-based surveys and about 35% participate offline by mail.
Each survey consists of two major parts. About five minutes of the interviewing
time of each survey is reserved for a longitudinal core study which touches on top-
ics developed by the GESIS itself. The rest of the time is reserved for submitted
studies from external researchers. We applied for a such a study which successfully
underwent a peer-reviewing process so that our questions were fielded in spring
2016. Besides drawing on the answers to the questions that we could place in one
of the waves by ourselves, a large set of accompanying information is available
mostly from the longitudinal studies conducted by the GESIS. We can draw on
those variables which allows us to add a rich set of socio-demographic characteris-
tics of the panelists to our study. Another intriguing feature of the GESIS online
panel is that panelists can be randomly divided into up to four sub-sets. We made
use of this possibility by constructing four different (policy) treatments on uncon-

ventional monetary and fiscal policies with which the panelists were confronted.?

®In the Online Appendix we show evidence that randomization is actually achieved.



4 Treatments

The treatments were framed to mimic the policy debate on how to actually design
and implement helicopter money in practice, see, e.g., Reichlin et al. (2013). A
major issue in the policy related debate has been whether the monetary authority
should directly inject the money into the economy by giving checks to households
or whether it should equip the fiscal authorities who then spend the money. Fur-
thermore, if the role of the central bank would be to finance the fiscal policies of
the government should it do so by buying government bonds declaring that it will
not undo the money creation, or should the central bank simply transfer newly
created money to the government.

The economic effects of the policies could actually differ depending on the
public’s perception of the role of the monetary and fiscal authorities. Helicopter
money that is distributed via the fiscal authorities may result in lower propensities
to consume by the households than helicopter money distributed by the central
bank. If the fiscal stimulus of the financial authority is financed by the central bank
buying government bonds, the public may actually believe that the government
will have to increase taxes in the future so that the transfer is not considered as
net-wealth by the households. If the monetary authority distributes the money by
itself policymakers should actually not be concerned that Ricardian equivalence
diminishes the effectiveness of the policy.

The public, however, may still have doubts about the expansionary effect of
the central bank policy. Households may conjecture that the central bank uses
other (un)conventional policy measures to sterilize the expansionary effect of the
helicopter drop. It is also conceivable that the public expects a tighter government
budget in the future even as a result of a helicopter drop if such a policy reduces the
central bank’s surplus that otherwise would have gone to the government, or if the
helicopter drop requires a re-capitalization of the central bank by the government.

We tried to shed light on these issues by randomly splitting the panelists into
four equally representative groups. Each sub-group was confronted with a different

(policy) scenario. In particular the four different treatments read:



T1: Lottery
T2: Money financed fiscal stimulus
T3: Helicopter money one-time payment

T4: Helicopter money multiple payments

In all four treatments households were confronted with a situation in which
they would hypothetically receive a certain amount of money (1200 Euro), and
had to decide whether they would spend the money, save it, or use it for repaying
debts during the next twelve months.°

In treatment T1 participants were confronted with a scenario where they won
1200 Euros in a lottery. Since there is no macroeconomic policy involved in this
treatment, people should consider this windfall fully as net wealth. Thus it serves
us as a baseline treatment for comparisons with our policy treatments. In par-
ticular, participants were asked (in German) what they would do in the following

situation:

(T1) “Imagine you just won 1200 Euro in a lottery. Given your current finan-
cial situation how much of the 1200 Euro would you spend, save up/invest or use
to pay off debt in the next 12 months?”

With regard to this treatment, as to the other three treatments, respondents

had to fill in the amounts, respectively:

“I would spend _ FEuro.”
“I would save up/invest — Euro.”
“I would use ___ Furo to pay off debt.”

Treatment T2 is a policy treatment where the government would provide a

fiscal stimulus which is financed by the central bank lending the money to the

6The chosen amount is a compromise between what has been paid out in the past. It is larger
than the typical tax rebates of the US government following the 2001 and 2008 crisis but also
significantly lower than the per-capita amount of the QE program of the European Central Bank.
With monthly purchases of about 80 billion Euros for two years and a population of 340 million
in the Eurozone the ECB will have purchased assets equivalent to about 5600 Euro per citizen.



government. In particular, participants had to decide what they would do with

the additional money given the following situation:

(T2) “During current economic and political discussions concerning best man-
agement of the FEuropean economic crisis the following position has come forth:
The government of each Eurozone member state should give money directly to its
citizens. The money for this endeavor governments should borrow from the Euro-
pean Central Bank. Imagine such a policy was actually approved and you along
with every other citizen in the Eurozone received a onetime payment of 1200 Furo

from the government.”

“Given your current financial situation how much of the 1200 Furo would you

spend, save up/invest or use to pay off debt in the next 12 months?”

Helicopter money was distributed in treatment T3. In this scenario households
were told that they would receive a transfer directly from the central bank. In par-
ticular, participants had to decide what they would do with the additional money

given the following situation:

(T3) “During current economic and political discussions concerning best man-
agement of the European economic crisis the following position has come forth:
The European Central Bank should give money directly to the citizens of the Fu-
rozone. The money for this endeavor should be printed by the European Central
Bank. Imagine such a policy was actually approved and you along with every other
citizen in the FEurozone received a onetime payment of 1200 Euro from the Furo-

pean Central Bank.”

“Gven your current financial situation how much of the 1200 Euro would you

spend, save up/invest or use to pay off debt in the next 12 months?”

Contrary to treatment T2 the role of the central bank is now to distribute the
money by itself rather than lending it to the fiscal authority thus financing a fiscal

stimulus. By contrasting T3 with T2 we wanted to elaborate if the arguments in

10



favour of pure helicopter money in relation to the role of Ricardian equivalence
have any ground.

Finally, in T4 we presented to the forth sub-group a variant of the helicopter
money policy in which citizens would receive a stream of payments over the up-
coming 12 months instead of a one time payment as in T3. The motivation for
this treatment was twofold. First, looking at the QE practice, policy makers may
prefer a gradual increase of money supply to one time payments. Second, one
may conjecture that the effectiveness of the policy can be improved by not paying
out total transfer at once. This is, at least, what mental accounting theory would
suggest, see Thaler (1985; 1990) and Shefrin and Thaler (2004). Slightly altering
the scenario, participants had to decide what they would do with the additional

money given the following situation:

(T4) “During current economic and political discussions concerning best man-
agement of the European economic crisis the following position has come forth:
The European Central Bank should give money directly to the citizens of the Fu-
rozone. The money for this endeavor should be printed by the European Central
Bank. Imagine such a policy was actually approved and you along with every other
citizen in the Furozone will receive 100 Euro per month from the European Central
Bank for the next 12 months.”

“Given your current financial situation how much of the monthly 100 Furo

would you spend, save up/invest or use to pay off debt during the next 12 months?”

Where possible the wording of our questions mimicked earlier studies on in-
tended consumption following government policies. In the Online Appendix we
provide for a table summarizing comparable survey approaches and main results
that may be compared to our findings with respect to consumption shares.

For all four treatments we filed accompanying questions on what respondents’
expected in terms of price changes, development of the economic situation in Ger-
many, government obligations and taxes in the upcoming years, and a question on

whether and how households keep track of their expenditures. The exact wording
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of these questions is given in the Online Appendix. Again we phrased the ques-
tions as in other studies where possible. These accompanying questions will help
us to analyze more closely the effects of the respective policies, and test additional

consumption theories.

5 Results

5.1 Spending decisions

In Figure 1 we summarize the findings on what the money would be used for in
each of the treatments. On average subjects indicated that they would spend 468
Euros of the 1200 Euros of the lottery win (T1), 449 Euros when the treasury
transfers money to the households financed by borrowing money from the cen-
tral bank (T2), 451 Euros when the central bank makes a one-time drop of the
helicopter money (T3), and 429 Euros if the helicopter money is distributed in
smaller amounts over the upcoming 12 months (T4). In all four treatments, the
largest share of the awarded money, more than 500 Euros, would be saved while
the rest would be used for repaying debts. As t-tests, see Table 1, indicate there
is no statistically significant difference in the marginal propensities to consume,
neither when comparing single policies with the lottery win nor among the policy
treatments. This is also mostly true for the announced behavior in relation to
saving and repaying debt.

What may come as a bit of a surprise is that money given away to our sub-
jects in any of the three policy treatments does not affect consumption behavior
differently compared to the lottery treatment. In fact, in any of the three policy
treatments subjects knew that every citizen of the Eurozone would receive the
transfers from the fiscal authority (T2) or the central bank (T3, T4). Thus, if
the programs succeeded in convincing people that the policies are going to turn
around the economy, the transfers could have been regarded as not only transitory
but having a permanent effect on people’s incomes. If so, we should have seen that
the marginal propensities to consume in treatments T2 to T4 are larger than in
T1 as suggested by the permanent income hypothesis (Friedman, 1957) and the
life-cycle hypothesis (Modigliani, 1986). That the policies did not, suggests that

12



Table 1: Differences in how transfers are allocated to consumption, saving, and
debt repayment comparing two treatments

\ Obs. Spending  p-val \Saving p-val \Repaying p-val

T1vs T2 | 1564 -19 0.404 -3 0.889 0 0.986
(22.4) (23.2) (21.5)

T1 vs T3 | 1569 -17 0.447 25 0.284 -32 0.134
( 22.6) (23.6) (21.1)

T1vs T4 | 1533 -39 0.082 47 0.049 -38 0.067
(22.5) (23.7) (20.8)

T2 vs T3 | 1593 2 0.945 28 0.215 -32 0.116
(21.9) (22.9) ( 20.4)

T2 vs T4 | 1557 -20 0.349 50 0.030 -38 0.055
(21.8) ( 23.0) (20.1)

T3 vs T4 | 1562 -22 0.319 22 0.359 -6 0.743
(22.0) (23.4) (19.6)

bY A1

Notes: For each combination of treatments (row) the columns “Spending”, “Saving” and
“Repaying” represent differences in the means (in Euro) between two respective treatments
(i.e. T2 minus T1 in the first row). Standard errors are given in parentheses. These are
followed by the “p-val” columns that represent the p-value of a t-test for a difference in
the means. Number of observations is just given for the “Spending” variables of the two
treatments compared but is almost the same when we compare the treatments for “Saving”

or “Repaying”.

either expectations were not positively affected by the policy treatments or that
people are not perfectly forward looking.

Moreover, the largely identical marginal propensities to consume between treat-
ment T2 on the one hand and treatments T3 and T4 on the other hand, cast doubt
on the relevance of Ricardian equivalence. Given that policy treatment T2 is fi-
nanced by the treasury by borrowing money from the central bank rather than
the central bank printing the money and distributing it, respondents in T2 should
have taken into account future tax increases which should have dampened their
spending. But this is not what we can take away from Table 1.

Finally, we do not observe any difference in spending behavior comparing the

treatments T3 and T4. According to theories of mental accounting, see Thaler
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(1985; 1990) and Shefrin and Thaler (2004), one should have observed larger shares
being spent in treatment T4 than in treatment T3. According to the mental
accounting framework respondents receiving larger amounts are more likely to
activate the so-called mental wealth account, and thus should spend less than
the respondents confronted with a series of smaller payments. We will turn to a
more elaborate analysis of the consumer behavior with mental accounting later in
Section 5.3.

5.2 Expectation formation

An explaining factor of the consumption and saving behavior of the subjects across
the various treatments could be that the policies lead to particular expectations on
how economic conditions, future government policies, or inflation would change.
Thus, choices following an economy wide program may not be that different from
what we observe in the case of a windfall received by an individual only. We turn

attention to those issues now.

Economic conditions

We asked subjects in each treatment if they expected that the policy would have
an effect on the economy. They could choose between the three possible answers
that the policy would improve, impair, or not change the economic situation. The
shares of subjects choosing either of the three options in any of the three policy
treatments are shown in Figure 2.

Irrespective of the policy treatment a bit more than one third of the respon-
dents opted for a worsening of the economic conditions, about one half expressed
the opinion that the policies would not have an effect on the economy, and the
remaining and smallest share of respondents believed that the policies would ac-
tually improve the economic situation. The observation that more than 8 out of
ten respondents expect either no change or a worsening of economic conditions
complies with our findings that there is no difference in the marginal propensity to
consume between the (individual) lottery treatment (T1), and the economy wide
policies T2 to T4. It seems that for the subjects the payments were more like

a windfall profit than convincing them that incomes would improve permanently

14



due to a better economic outlook.

In order to statistically compare the policies we ran a multi-nominal logit model
for all combinations of treatments, with the three answers as the dependent vari-
able and the treatment dummy as the only regressor. In Table 2, the columns
“Worsen”, “No change”, and “Improve” give the differences in percentage points
between two treatments, i.e. in T3 the share of people who answered that the
policy would worsen the economic conditions is 2.9 percentage points smaller than
the share of people in T2 who believe that the economic situation would become
worse. The last column shows the p-values of a Wald test which is testing for the
joint significance of the treatment dummy for all possible baseline outcomes of the

dependent variable.

Table 2: Differences in expectations about economic conditions across policies

\ Obs. \ Worsen \ No change \ Improve \ Wald test
T2 vs T3 1704 -2.9 3.0 -0.1 0.396
T2 vs T4 1703 0.1 -1.5 1.5 0.682
T3 vs T4 1711 2.8 -4.5 1.7 0.176

Notes: For each combination of treatments (row) the “Worsen”, “No change” and “Improve”
columns represent the differences in shares of people choosing that particular answer between
two respective treatments (i.e. T3 minus T2 in the first row). Differences are expressed in
percentage points. Last column represents the p-value of a Wald test for a significance of

treatment variable in respective multi-nominal logit model.

From a statistical point of view the answers do not differ across the treatments
T2 to T4. Policies seem to have similar effects and they are all not able to induce a
great deal of optimism. That there are no differences in terms of expected economic
changes between the policies speaks again for an interpretation that the subjects
do not distinguish between a helicopter type financed transfer, and one where the

fiscal authorities run a debt-financed policy.

Expectations on taxes and future government obligations

We now turn to the analysis of the economic policies on peoples’ expectations in

relation to the future government behaviour. We are interested in whether the

15



policies make respondents expect future tax increases, or equivalently make them
believe that future government obligations will be larger if any of the transfer
programs was implemented. Figure 3 summarizes the findings, again using bar
charts that give the shares of the three possible answers comparing the policies T2
to T4. In the left panel (a) expected changes with respect to taxes are given, and in
the right panel (b) expected changes in relation to future government obligations
are reported.

Considering the policy influence on tax expectations, for all policies a negligible
share of people answered that taxes would actually fall. 24% of the respondents
believed that fiscal transfers would not change future taxes (T2), while 30% and
28.9% believed that taxes would not change in treatments T3 and T4, respectively.
An increase of future taxes was expected by 74% of the respondents following a debt
financed fiscal policy, but only 67% or 68% of the respondents expected an increase
in future taxes after a helicopter drop of money by the central bank. Again, we ran
a multi-nominal logit model to check for the statistical significance of these results,
see Table 3. The p-values of the Wald tests (0.022 and 0.058) suggest that the
differences between T2 and T3, and T2 and T4 are statistically significant. This
may be interpreted as evidence that the respondents have some understanding
of the differences between these two policies regarding the government’s inter-
temporal budget constraint. This interpretation is supported by an insignificance
t-statistic when T3 is compared with T4.

Turning to the policy effect on government obligations, as before, the share
of people believing that government obligations would decrease is negligible, see
panel (b) of the Figure 3. Again the largest fractions can be observed for those
who believe that there will be an increase in government obligations irrespective of
what policy treatment we look into. Actually, about 70% of the respondents would
expect an increase of outlays of the government in the years following a T2 policy.
A significantly smaller fraction of the subjects chose this option when the transfers
were distributed by the central bank (59% in T3 and 62% in T4 ). Looking at
the Wald tests in part (b) of Table 3, it can be seen that these differences are
statistically significant (p-values 0.000 and 0.006), again.

Overall it seems that households expect that any transfer policy aiming to

strengthen aggregate demand would have an effect on future governments’ actions,
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Table 3: Differences in policy effects on expectations about taxes and government

obligations

Obs. Decrease No change Increase Wald
T2 vs T3 1703 0.5 5.7 -6.1 0.022
T2 vs T4 1699 0.7 4.5 -5.2 0.058
T3 vs T4 1706 0.2 -1.2 0.9 0.842

a) Taxes

Obs. Decrease No change Increase Wald
T2 vs T3 1701 1.0 9.7 -10.6 0.000
T2 vs T4 1698 1.0 6.4 -74 0.006
T3 vs T4 1707 0.0 -3.2 3.1 0.372

b) Government obligations
Notes: In Panel (a) for each combination of treatments (row) the “Decrease”, “No change”
and “Increase” columns represent the differences in shares of people choosing that particular
answer between the two respective treatments (i.e. T3 minus T2 in the first row). Differences
are expressed in percentage points. The last column gives the p-value of a Wald test on
the significance of the treatment variable in the multi-nominal logit model. Panel (b) is
constructed similarly for the expectations on government obligations.

mostly in the direction of increasing government obligations and future taxes.
While there are statistically significant differences regarding expectations on future
taxes and government spending when comparing the different policies, those seem
to be rather small, often less then 10 percentage points. This finding thus complies
with more or less equally large marginal propensities to consume across all the

policy treatments that we elicited earlier on.

Inflation expectations

A major goal of central banks around the world following unconventional monetary
policies has been to ultimately increase inflation expectations. To this end, it
might be interesting to evaluate how the policy treatments of our survey changed
inflation expectations of the subjects. In all treatments (T1 to T4) subjects were
asked about their inflation expectations. Given that survey participants were

confronted with unconventional monetary and fiscal policies in treatments T2, T3
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and T4, they were explicitly reminded to take into account those policies in the
expectation formation. Figure 4 shows answers on what inflation rates our subjects
expected.

On average, we get inflation expectations of 2.8%, 2.3%, 2.6% and 3.8% for
treatments T'1 to T4, respectively. Given the rather large variation in answers, the
differences in the means between T1 and the policy treatments (T2 to T4) turn
out to not being statistically different at the 5% significance level, see Table 4.
Looking more closely into the standard deviation of the answers as a measure of
the spread we see that the policy treatments significantly increase the variation of
answers, with the helicopter money treatments inducing greater uncertainty than
debt financed policy. The p-values of a test for a difference in standard deviations
prove to be always smaller than 0.001 providing evidence that the differences in

uncertainty are statistically significant across the policies.

Table 4: Differences in inflation expectations and t-tests

\ Obs. \ Mean p-val \ St. dev. ratio p-val

T1 vs T2 1620 -0.4 0.198 1.13 0.001
(0.33)

T1vs T3 1618 -0.2 0.662 1.35 0.000
(0.37)

T1 vs T4 1628 1.0 0.065 2.24 0.000
(0.54)

T2 vs T3 1604 0.3 0.495 1.19 0.000
(0.39)

T2 vs T4 1614 1.4 0.010 1.99 0.000
(0.56)

T3 vs T4 1612 1.2 0.045 1.66 0.000
(0.58)

Notes: For each combination of treatments (row) the “Mean” column shows the difference
in the mean expected inflation between the two respective treatments. Standard errors are
given in parentheses. The difference is expressed in percentage points. The “St. dev. ratio”
column gives the ratio of standard deviations of inflation expectations for the two respective
treatments, e.g. ore/o7 in the first row. These two columns are each followed by a column
on p-values (“p-val”) that reports the result of a test on statistical difference of the means

or standard deviations, respectively.
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The finding that the policies are not able to boost inflation expectations might
come as a surprise as we would expect new money creation to significantly in-
crease inflation expectations, especially in treatments T3 and T4. Combining this
finding with the one on the significant increase in the standard deviation of infla-
tion expectations leads to the conclusion that policies financed by a central bank
printing money might not be that effective. We now turn to a deeper analysis of
participants’ answers on inflation expectations to shed more light on the potential

causes of this result.

Heterogeneity of policy effects on inflation expectations

There is a small but growing literature that tries to explain the origins and het-
erogeneity of inflation expectations with microdata. Bryan and Venkatu (2001)
report on gender-differences in inflation expectations but other socio-demographic
characteristics have been analyzed as well. Malmendier and Nagel (2016) show
that inflation expectations stem from a learning process that differs across age
groups. We can contribute to this literature by using the policy treatments as a
source of exogenous variation in order to evaluate if the implied changes in inflation
expectations differ across socio-demographic groups.

As in T1 (lottery) there is no economic policy involved we take it to be our
baseline treatment for comparisons. In order to see if the treatment effect differs
across different socio-demographic groups we ran for each policy treatment (T2,

T3 and T4) the following regression:

inflation _exp; = ay + agtreat; + BX] + y[treat; #X]] + € (1)

in which the dependent variable is the inflation expectation of a respondent i,
treat; is an indicator for the treatment dummy being O for T1 and 1 for the
policy treatment, 5 is a row vector of coefficients on socio-demographic variables,
X! is a column vector of socio-demographic variables for individual i, v is a row
vector of coefficients on the interaction terms, [treat;#X]] is a column vector of
interactions of the socio-demographic variables with the treatment dummy. The
parameters of most interest to us are the coefficients on the interaction terms

;- A significant coefficient v; implies heterogeneity of the treatment effect for a
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given socio-demographic variable when controlling for all other factors in X. In
our specification X consists of a rich set of socio-demographic variables including
income, household size, marital status, gender, an indicator variable for three age
groups young < 40 < middle < 60 < older, an indicator for being born in Germany,
distance to the next city, an indicator for living in West Germany, house ownership,
a variable for the change in the financial situation of the respondent, trust in the
German government, and an indicator variable on whether the person is interested
in economic issues. In Table 5 we report results for age, gender, and for the one
additional variable for which the interaction term was statistically significant in

all three models. Coefficients on other (insignificant) variables are not reported.

Table 5: Heterogeneity of treatment effects on inflation expectations

| Tlvs T2 | Tlvs T3 | T1vs T4 | T1 vs Pooled

Male#treatment 0.39 0.34 -0.82 -0.19
(0.73) (0.91) (1.23) (0.81)
Age 3g#treatment
middle _age#1 3. T2kHK -0.54 -5 11 -2.90%**
(0.90) (1.11) (1.54) (1.12)
older#1 -3.447H%* -0.57 -4.88%** -2.70%**
(1.10) (1.33) (1.87) (1.36)
Non__economist#treat. -1.58* -2.20%* -2.52% S2.11%*
(0.83) (1.04) (1.45) (1.06)
Obs. 1261 1243 1267 2545

*p < 0.1; ¥ p < 0.05; ¥*** p < 0.01

Notes: The four columns show the « coefficients of Equation 1 for four separate regressions
where the treatments are T2, T3, T4, and one where answers for treatments T2 to T4 were
pooled. Insignificant coefficients for all additionally included socio-demographic variables are
not reported. Standard errors are given in parentheses.

In contrast to Bryan and Venkatu (2001) our results suggest that gender is not
correlated with the formation of inflation expectations. Regarding age, we find
that the treatment effect differs across age groups. If we pool the answers to all
policy treatments, inflation expectations of the middle aged and older respondents

are about three percentage points lower when compared to the youngest age group.
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The last variable that proved to be significant in examining the heterogeneity of
treatment effects on inflation expectations is the dummy on participants’ interest
in economic topics. The dummy is coded 0 for respondents who claim to have a
medium and high interest in economic issues, and coded 1 of those who answered
to have a small interest in economic issues. The treatment effect for the not
economically interested respondents proved to be two percentage points smaller.
The result suggests that agents’ interest in economic issues is of crucial importance
for the efficacy of these kind of policies in relation to altering inflation expectations.
Since we have seen that, on average, there was hardly any effect of the policies on
mean expected inflation rate, we conclude that the positive effects of the policies
on the inflation expectation of the economically more interested respondents would
largely be offset by the negative effects on the inflation expectations of the less

economically interested people.

5.3 More on individual spending choices

Yet another way to analyze our data is to look into the spending choices of our
households for each of the treatments as a function of the various variables related
to their expectations, socio-demographic characteristics, and variables which in-
dicate whether households use budgeting rules. With budgeting rules we mean
whether households follow in the consumption and saving behavior a self-imposed
target that a certain amount of the household income should only be consumed or
has to be saved.

Research drawing on microdata in order to elicit the relationship between in-
flation expectations, in particular, and consumption decisions has been active in
recent years (see, e.g. Burke and Ozdagli, 2013; Bachmann et al., 2015; Ichiue
and Nishiguchi, 2015; Crump et al., 2015). Microdata as we use it could be help-
ful to shed light on this relationship because it looks at the actual decision maker
(rather than aggregates). In addition to people’s inflation expectations we are able
to look into the role of the respondents’ expectations regarding the development of
the economy and future government behavior for their spending decisions. Finally,
we will provide evidence on whether the decisions on how the use of the transfers

can be explained by the mental accounting theory on consumption behavior.
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We assembled the results related to those questions in Tables 6, 7, 8, and 9. In
Models (1) to (8) of Table 6 we regress the amount of the lottery win consumed on
a varying set of variables. In the Tobit models shown in Table 7 we jointly include
all of the control variables, and we estimate this model also for dependent variables
being the amounts saved and used for repaying debts, respectively. Then, Table
8 and Table 9 summarize the regression results for the full model for treatments
T2 to T4 for all three spending choices, i.e. consumption, saving, and repaying
debt. Compared to the models for T1 we include two more variables that take
account of the respondents’ expectations on the policy effects on future government

behaviour. We turn to the discussion of the findings now.

Inflation expectations

We analyze for each of the treatments in how far inflation expectations are impor-
tant for the decisions to actually spend the additional resources on consumption.
Theory predicts (see, e.g., Eggertsson et al., 2003; Krugman, 1998; Romer, 2011)
that higher inflation expectations should induce households to increase consump-
tion at the zero lower bound, a macroeconomic situation that was given at the time
of the survey. At zero nominal interest rates higher inflation expectations should
bring down real borrowing costs spurring consumption on durables, in particular.

In all of our specifications for treatment T1 individual inflation expectations are
not correlated with the spending decision as theory would predict. This is also true
for treatments T2 to T4. By and large parameter estimates are not statistically
significantly different from zero, indicating that households who expect prices to
increase more do not spend differently from those who expect prices to increase
less.

How do our results contrast to the small but growing literature on this topic?
Actually, similar analyses based on other microdata have come up with rather
inconclusive results. For Japan, Ichiue and Nishiguchi (2015) find that house-
holds that expect higher inflation plan to decrease future consumption. Using
data from the Michigan Survey of Consumers and the New York Fed Survey on
Consumer Expectations, Bachmann et al. (2015) finds small and often statistically

insignificant effects of inflation expectations on the intentions to purchase durables
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outside of the zero-lower-bound, and a negative association for the times where
the economy hit the zero lower bound. Similarly, Burke and Ozdagli (2013) find
only weak evidence for the relationship between the two variables, whereas Crump
et al. (2015) report a large positive association for a similar data set. Recurring to
an announced value added tax increase in Germany, D’Acunto et al. (2016) argue
using consumer survey data from the GFK (Gesellschaft fiir Konsumforschung)
that it first raised inflation expectations and, subsequently, intended purchases of
durables.

Our estimates rather suggest that inflation expectations do not drive house-
holds’ spending choice. While one could argue that the individual non-response in
terms of spending the money may be due to the uncertainty about future inflation
rates that we found earlier on, the fact that there is also no response for the T1
treatment where we do not have this potential uneasiness with the policies speaks

against such an interpretation.

Expectations on economic development

Regarding expected economic conditions we observe in treatment T1 that those
respondents who expect a worsening tend to consume less of the additional income.
This result, however, proves to be insignificant when the full set of regressors is
included. The formulation of this question for policy treatments T2, T3 and T4 is
slightly different. The question about future economic conditions for treatments T2
to T4 was phrased to ask for the influence of the policy on the economic conditions,
and not for the economic conditions itself as in treatment T1. Thus, the answers
have to be interpreted as the households’ spending decisions as a consequence of
their evaluation of the policies’ success. Again, results rather suggest no strong

correlation.
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Table 6: Tobit regressions for treatment T1 - smaller models

Spending
(1) (2) (3) (4) (5) (6) (7) (8)
income 17.1%* 16.0 15.2%* 17.3% 16.5% 15.4%* 12.6 21.0%*
(9.1) (10.5) (9.1) (9.5) (9.5) (9.1) (9.6) (9.0)
econ. cond.
worsen -164.8%F  -164.3**  -165.3*%*  -148.8* -161.7**  -103.4 -148.4%  -154.9%*
(79.9) (81.7) (79.8) (82.0) (81.5) (81.4) (81.5) (78.7)
improve -138.1 -139.8 -139.7 -116.9 -116.1 -133.8 -113.3 -164.4
(130.4) (133.6) (130.3) (135.6) (132.5) (129.7) (132.2) (128.2)
inflation 1.6 2.7 2.0 1.6 -1.9 1.9 1.8 0.8
(7.1) (7.4) (7.1) (7.2) (8.0) (7.0) (7.4) (7.0)
chg. finance. sit.
worsen -151.8 -161.3 -145.2 -134.0 -159.1 -139.2 -140.9 -102.8
(101.0) (104.8) (100.9) (104.8) (102.6) (101.4) (102.3) ( 100.5)
improve -28.7 -23.7 -25.0 -1.5 -27.0 -19.7 -12.9 17.6
(82.3) (85.3) (82.0) (84.6) (84.0) (82.1) (84.2) (81.6)
hh. size -24.5
(38.9)
age -21.6
(20.0)
age? 0.2
(0.20)
gender 65.1
(82.3)
married 58.4
(93.5)
born in Germ.
EU -240.6
(159.4)
non EU -443.1
(284.1)
distance to city -43.8*
(24.0)
west -105.5
(96.7)
house own -60.4
(76.2)
trust in Ger gov. 50.0%
(26.2)
interest in econ. 19.1
(45.0)
budgeting
spend target -148.3*
(87.8)
save target -261.2%*
(106.0)
repay target -552.5%**
(147.7)
const 391.4%*%  8TT.1*  424.8%**  GOL.6%** 444, 7FF* 163.1 362.2%*  502.7FF*
(101.7) (448.7) (102.8) (158.5) (109.4) (146.3) (155.8) (113.8)
o 869.6FHF*  878.2%**  BGE.5FH*  8TI.QFKK Q714K 8EI.IFHFK 869.3%**  851.2%FF
(40.8) (41.8) (40.6) (42.0) (41.5) (40.4) (41.4) (39.8)
Obs. 657 646 657 630 635 632 634 654
Pseudo R? 0.0019 0.0024 0.0027 0.0024 0.0020 0.0024 0.0015 0.0049

Standard errors in parentheses, * p < 0.1; ** p < 0.05; *** p < 0.01; endogenous variable is money

spent in treatment T1;
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Table 7: Tobit regressions for treatment T1 - full models

‘ Spending  Saving  Repaying

income 12.6 -24.1% 5.6
(11.5) (12.5) (25.2)
econ. cond.
worsen -104.9 114.0 1.6
(86.8) (94.7) (195.7)
improve -135.5 -1124 524.6*
(138.9) (155.1) (208.8)
inflation 0.3 5.5 -16.6
(9.0) (9.6) (19.8)
chg. finance. sit.
worsen -77.4 -82.2 412.4*
(112.1) (120.5) (236.1)
improve 62.7 -126.3 148.1
(89.4) (97.8) (199.7)
hh. size -26.3 -9.5 64.7
(41.1) (46.1) (87.9)
age -16.0 -11.9 72.7
(20.6) (22.8) (47.7)
age? 0.1 0.1 -0.7
(0.21) (0.23) (0.49)
gender 76.9 -102.0 292.4
(90.2) (98.3) (200.1)
married 123.4 -124.2 -43.1
(101.3) (111.7) (227.9)
born in Germ.
EU -306.0* 115.6 483.8
(184.5) (191.5) (392.7)
non EU -248.7 306.6 -49.3
(334.1) (328.3) (609.9)
distance to city -38.2 1.7 48.4
(25.6) (28.1) (57.9)
west -66.4 -20.4 230.7
(99.8) (107.8) (228.2)
house own -19.3 40.8 -49.6
(92.6) (100.8) (201.9)
trust in Ger gov. 35.7 20.4 -146.8**
(28.3) (31.2) (63.8)
interest in econ. -7.7 45.9 -165.1
(49.4) (53.7) (110.5)
budgeting
spend target -157.8%* 29.5 427.0%**
(95.2) (105.0) (217.1)
save target -298.3%FFF  491.0%**  _479.2%
(114.1) (124.8) (284.6)
repay target | -HbH7.2%FF  _441.9%*  1723.7***
(161.0) (180.7) (330.2)
const 991.5%* 613.7  -2.4e+03**
(514.0) (565.6) (1168)
o 850.1°FFF  920,0%F*F  1542,5%**
(42.8) (48.4) (133.3)
Obs. 566 570 555
Pseudo R? 0.0068 0.0115 0.0340

Standard errors in parentheses, * p < 0.1; ** p < 0.05; *** p < 0.01; endogenous variable is money

spent, saved, or used for repaying debts, respectively, in treatment T1.
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Table 8: Tobit regression for treatments T2, T3 and T4 — spending

Spending
T2 T3 T4 ‘ Pooled
income 0.7 -22.0%* -22.0%* -13.5%*
(9.35) (11) (11.1) (5.96)
econ. cond.
worsen -109.8 54.6 -77.5 -53.9
(76.4) (87.5) (87.8) (48.2)
improve 151.3* 160.2 92.7 131.1%*
(89.1) (103) (97.7) (55.2)
gov. oblig. incr. | -195.8%** -70.7 -23.5 -80.0*
(74.3) (85.8) (87.7) (46.8)
tax increase -25.8 -45.7 -101.5 -58.2
(78.3) (86.8) (88.6) (48.4)
inflation 6.7 -0.2 -3.1 -0.1
(4.91) (5.19) (3.75) (2.53)
budgeting
spend target 52.6 7.4 -16.4 37.0
(76.9) (91.7) (90.5) (49.5)
save target -80.2 -28.6 -234.9%* | _116.4**
(95.7) (104) (108) (58.6)
repay target -245.7F% S17.8 0 -422.0%%F | -262.0%**
(117) (159) (153) (80.7)
chg. financ. sit.
worsen -55.2 -195.7%  -214.6%*F | -153.9%**
(92.4) (108) (108) (59)
improve 124.0* -30.1 96.9 69.0
(72.9) (81.5) (82.7) (45.4)
hh. size 14.1 -17.6 -14.2 -6.4
(35.5) (39.5) (38.4) (21.6)
age -14.9 -6.3 -7.5 -13.6
(16.7) (19.2) (20) (10.6)
age? 0.2 0.0 0.0 0.1
(0.17) (0.2) (0.203) (0.109)
gender 78.8 154.5%  224.5%%F | 153 3%F*
(72.9) (83.4) (83.6) (45.7)
married -158.0* -41.1 -48.0 -69.3
(81.9) (98.1) (96.2) (52.3)
born in Germ.
EU -36.9 -22.2 0.1 -17.4
(137) (139) (145) (79.9)
non EU -165.5 -144.1 -2.8 -64.1
(239) (322) (247) (151)
distance to city 5.4 -0.0 -0.1 -0.7
(20.8) (23.7) (23.4) (13)
west 15.1 202.0%* -52.5 34.7
(78.6) (96.6) (94.8) (51.4)
house own. -103.3 -51.8 44.3 -38.6
(73.2) (87) (82.4) (46.1)
trust in Ger gov. 6.0 -7.3 -15.3 -3.7
(22.2) (25.2) (26.6) (14)
interest in econ. 12.1 75.5% 39.6 40.3
(42.5) (42.7) (47.2) (25.3)
const 628.8 440.7 765.9 T17.9%%*
(414) (457) (519) (264)
o 718.9%*F*  800.6***  800.3*** | 780.0%***
(32.5) (38.5) (39.8) (21.4)
Obs. 610 596 593 1799
Pseudo R? 0.01 0.006 0.009 0.006

Standard errors in parentheses, * p < 0.1; ** p < 0.05; *** p < 0.01; endogenous variable is money
spent in treatments T2, T3, and T4; for the regression of the last column respondents’ answers for
treatments T2, T3, and T4 are pooled
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Table 9: Tobit regression for treatments T2, T3 and T4 — saving and repaying debt

Saving Repaying
T2 T3 T4 T2 T3 T4
income -6.5 14.3 5.6 -11.0 6.6 19.9
(10.1) (11.5) (11.4) (19.3) (23.2) (17.2)
econ. cond.
worsen 46.8 -132.2 51.4 126.6 244.6 100.8
(81.4) (93) (91) (150) (184) (134)
improve -11.5 -141.1 -84.6 -262.9 -12.9 14.3
(97.2) (110) (102) (190) (224) (155)
gov. oblig. incr. 140.2* 14.8 -26.9 217.9 146.7 128.6
(80.4) (91.5) (91.1) (154) (184) (137)
tax increase 56.9 117.9 113.8 -30.8 -293.3 -149.8
(85.5) (92.9) (92) (162) (187) (138)
inflation -1.0 4.0 -0.8 -4.1 -5.6 6.8
(5.76) (5.61) (3.92) (10.8) (9.67) (5.74)
budgeting
spend target -91.4 12.7 -32.1 278.4% -253.8 236.1
(82.4) (97.1) (95.1) (161) (190) (146)
save target 118.3 224.7F%  326.7F** 5.3 -605.9%F* -52.9
(101) (109) (112) (203) (231) (172)
repay target | -531.1%F*¥* _750.3%*%*  _403.5%* 1406.7*** 059.6*** 1274.2%%%*
(127) (182) (156) (226) (204) (219)
chg. financ. sit.
worsen -240.1*%%  -192.8* -149.7 478.2%F* 804 TH** 668.7F*F*
(99.4) (113) (110) (179) (221) (159)
improve S177.4%%* -74.7 -81.0 129.7 248.8 58.4
(78.1) (86.7) (85.8) (149) (175) (130)
hh. size 10.6 31.2 2.3 -24.1 5.7 15.1
(37.9) (42.3) (40) (69.5) (81.7) (58.6)
age -15.5 -21.9 -20.8 90.0** 99.7** 49.3
(17.9) (20.2) (20.7) (36.4) (43.5) (31.7)
age? 0.1 0.2 0.2 -1.0%F* -1.0%* -0.6%*
(0.18) (0.21) (0.21) (0.37) (0.45) (0.33)
gender -158.9%F  _177.0%F  _232.0%** 228.5 65.6 77.2
(77.7) (88.2) (86.9) (151) (182) (128)
married -53.2 -64.3 97.2 414.2%* 208.7 -22.8
(86.7) (105) (100) (168) (207) (147)
born in Germ.
EU 24.5 -177.7 142.9 133.0 510.1* -322.9
(143) (153) (153) (262) (287) (248)
non EU 228.5 337.3 133.9 80.1 -136.9 -365.4
(268) (338) (266) (469) (653) (437)
distance to city -1.6 -6.4 -34.9 -11.0 15.8 33.8
(22.2) (25.3) (24.3) (42.3) (50.3) (35.7)
west 9.5 121.2 111.1 -1.4 -69.9 -156.8
(84.3) (102) (98.6) (160) (205) (145)
house own. -46.4 13.4 -45.7 169.0 105.4 72.6
(77.7) (92.5) (85.7) (148) (185) (127)
trust in Ger gov. 18.6 30.4 53.4%* -43.8 -64.7 -44.9
(23.8) (26.6) (27.8) (44.7) (52.3) (41.7)
interest in econ. 41.1 -84.5% -53.1 -121.0 -20.3 15.4
(45.2) (46.1) (49) (85.6) (90.2) (72.8)
const T78.7* 1073.5%* 917.5% | -2.4e-+03***  _2.9e+(3***  _1 8e+(3%*
(447) (485) (540) (910) (1035) (821)
o T6B.G*HFF  BAT.4***  83(.8%** 1214.7%%* 1401.2%+* 1047.5%**
(35.5) (41.8) (41.3) (91) (116) (77.6)
Obs. 611 597 591 605 594 593
Pseudo R? 0.010 0.013 0.011 0.043 0.031 0.036

Standard errors in parentheses, * p < 0.1; ** p < 0.05; *** p < 0.01; endogenous variables are

money saved or used for repaying debts in treatments T2, T3, and T4;
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Ricardian equivalence

According to Ricardian equivalence, see, e.g., Barro (1974) or for a review Seater
(1993), forward looking consumers internalize the government’s budget constraint.
As a consequence debt financed policies should not be able to stimulate demand
as households are expecting higher taxes in the future to finance increased fu-
ture government obligations. Rather than using the additional current income for
consumption it would be saved to pay the future bill.

Our data gives us the possibility to evaluate at the household level whether
individuals actually foresee that the transfers will have to be paid back by the
government eventually, and whether households act accordingly. In the previous
section we already elaborated on whether the households expected that government
obligations or taxes will change as a consequence of the policies with which the
subjects were confronted. There, we showed that T2 and T3 policies are similar
with around 70% of the people in T2 and 60% of people in T3 expecting a fiscal
tightening in the future. Thus, people seemed to differentiate between these two
policies and to some extent internalize the government budget constraint. However,
if Ricardian equivalence holds, one should also be able to observe a correlation
between these expectations and the individual spending behaviour. Households
who expect higher future taxes as a consequence of the policy should consume
less.

In the Tobit regressions shown in Table (8) we used the individual answers on
expected government behavior and correlated them with the spending decisions of
the households controlling for a large set of variables. The Ricardian equivalence
proves to be weak. Looking into the spending regressions there is some evidence
that people who expect future government obligations to increase consume less in
T2, while coefficients are insignificant in T3 and T4. Expected tax increases have
no effect on consumption behavior in any policy treatment.

It is often hypothesized that Ricardian equivalence performs so poorly em-
pirically because one of the major assumptions, i.e. a perfect capital market on
which households can borrow against future incomes is hard to be upheld (see,
e.g., Heller and Starr, 1979; Hubbard et al., 1986). The inclusion of the variable

on the households’ recent change in the financial situation and its indication that
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those households who have been experiencing a deterioration of their situation
would be using the additional income for repaying debts, may actually be inter-
preted as an indication that some households are credit constrained. Given that
we control for being credit constrained with that variable we should have paved
the way for Ricardian equivalence to show up. But it hardly did. Thus, overall
Ricardian equivalence does not help us a great deal in explaining the variation
in the responses of the surveyed households. That Ricardian equivalence is not
strongly supported by our data together with the previous finding that inflation
expectations and expectations about future economic conditions are hardly cor-
related with the marginal propensity to consume paints a consistent picture that
agents might be imperfectly forward looking. Perhaps, behavioral consumption
theories are a better way to explain the survey participants’ answers. We turn to

such a model now.

Mental accounting

In a set of very influential papers Thaler (1985; 1990) and Shefrin and Thaler (2004)
argue that so called mental accounts are important for properly understanding
consumer choices. The central idea of the mental accounting framework is that
people use different accounts in their minds, e.g. current income or assets accounts,
for the same resource (money) and that the account to which it is booked may
depend on the size of the windfall. Consequently, marginal propensities to consume
out of an additional income differ according to which account the individual booked
it, which itself is a function of the size of the amount. In particular, as small gains
relative to income would be coded as current income more of it would be spent,
whereas larger transfers would enter the assets account out of which the marginal
propensity to consume would be lower.

It proved inherently difficult to design questions that properly address mental
accounting and its implications for the spending behavior. Probably, not much
could have been learned from asking the panelists if they have mental accounts
and if so, into which they would put the transfer. Rather, we recurred to ques-
tions already proposed in an earlier study on tax rebates by Shapiro and Slemrod

(2003). As in their questionnaire we asked whether the household is following a
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budgetary rule, and if so, whether it is following a spending, saving, or debt re-
payment target. The exact phrasing of the questions is documented in the Online
Appendix. Besides asking question trying to crystallize mental accounts we varied
the helicopter treatment, as explained earlier on, such that in T4 lower monthly
amounts are paid that, however, in total equal the one-time payment in T'3.

We confront our data with the idea of mental accounting in two ways. First
of all, what we should observe is that those individuals who self-report to apply
budgeting rules, our proxy for mental accounts, should actually behave differently
in terms of spending than those without mental accounts. A second possibility
to tease out a mental accounting interpretation from the spending behavior is to
compare the marginal propensities to consume between treatments T3 and T4. As
subjects were randomly allocated to the two groups they do not differ in terms
of their socio-demographic characteristics including incomes. As theory suggests
that mental wealth accounts are more likely to be activated with higher transfers
and current income accounts with lower transfers (c.f. Shefrin and Thaler, 2004, p.
404), we should observe that the respondents who claim to follow some budgetary
rule spent larger amounts in treatment T4 if compared to subjects in T3 where
transfers were higher.

Regarding the first proposition, there is evidence that those with mental ac-
counts spend the transfers differently than those who do not. Almost throughout
all of our regressions the indicator variables on budgeting turn out to be signifi-
cantly different from zero. But do the signs on the indicator variables of having
a spending, saving, or repaying debt account comply to a mental accounting in-
terpretation? Following the interpretation by Shapiro and Slemrod (2003, p. 383)
for mental accounting to hold, we should observe that respondents with a spend-
ing target are more likely to save the additional income while those with saving
or debt repayment targets rather spend it (and therefore have a higher marginal
propensity to consume). The data however does not comply with that prediction.
Households who report to have a saving budget save a significantly larger amount
of the transfer, and those who report to follow a repaying debt budget use a signif-
icantly larger amount of the transfer to ease their debt burden instead of spending
it. While these results contradict what one would have predicted from a men-

tal accounting framework, they actually comply with the findings in Shapiro and
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Slemrod (2003) who asked the same questions. An interpretation of our results
could be that households have self-imposed saving or repaying debt targets that
at the time of the survey have not yet been reached, and the additional income
thus would be used to achieve either of the aims earlier than otherwise.

There is also no support for the second proposition of the mental accounting
framework coming from our survey data. In Table 10 we report the results of
a difference-in-difference (DiD) analysis where we take advantage of the random
allocation of respondents to treatments T3 and T4 and compare the amounts
spent out of the transfer for those who report to use budgetary rules and those who
report to not use budgetary rules. As noted before, what we should observe is that
those respondents who use budgetary rules (or have mental accounts) should spend
more in treatment T4 than in treatment T3 as the smaller transfer in T4 should
more likely activate the mental account related to consumption. Our respondents,
however, would spend less in T4 on average when compared to T3. Comparing
the difference to the control group of respondents without a mental account gives
us a statistically not significant difference of 56 Euros. Replicating the DiD for
those subjects who report to use spending, saving, or debt repaying targets reveals

statistically not significant differences in behavior, either.

Controls

Finally, looking into the controls that were included in the previous analyses, we
find that individual characteristics such as age, marital status, and household size
hardly play any role for the spending choices. There is also no clear pattern to be
observed with respect to a potential effect of the regional controls, wealth, or citi-
zenship. Similarly, the influence of income on the marginal propensity to consume
out of the transfer is ambiguous and depends on the source of the transfer. One
variable that becomes important in explaining the spending behaviour in policy
treatments T2, T3 and T4 proves to be gender, in a way that male respondents
tend to spend about 150 Euro more - a result which is statistically significant in

the pooled model at a 1% level.
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Table 10: Difference-in-differences (DiD) analysis of mental accounting theory

T3 T4 | Difference
mean | mean | (T4-T3) p-val | DiD p-val Obs.
No mental account 473 491 18 0.703
(46.6)
Mental account 445 407 -38 0.125 | -56  0.271 1551
(25.0) (51.1)
- Spending target 476 459 -17 0.602 | -35 0.535 1072
(33.6) (56.7)
- Saving target 421 367 -54 0.204 | -71 0.259 741
(42.3) (63.4)
- Debt repaying target | 337 248 -89 0.229 | -107 0.246 514
(73.9) (92.0)

Notes: The first two cells in the first row show the means in spending (in Euros) of those
respondents who do not use budgetary rules for treatments T3 and T4, respectively (“No
mental account”). How much those respondents who use budgetary rules would spent is
reported in the following rows. The “DiD” column reports the differences in the means
between the two treatments T3 and T4 when we compare the answers of the respondents who
use a budgetary rule with those who do not. The p-values stem from a t-test on the means
of the differences. Standard errors are given in parentheses.

6 Conclusions

In the aftermath of the financial crisis a set of unconventional monetary policies
have been implemented by major central banks around the world. As they have
resulted in partly disappointing outcomes, in particular with respect to steering
inflation expectations back to the levels envisaged by central banks, calls have
been made to extent the toolbox to distributing helicopter money. Due to a lack
of historical precedences little to nothing is known about the likely consequences of
a policy where the monetary authorities print money and give it to the people. Our
survey among a representative sample of the German population which allowed us
to randomly assign subjects to various policy treatments yielded some interesting
insights.

Our results support the theoretical assertions that helicopter money could be
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used to increase nominal demand as 38% of a transfer would be used for spending
(451 Euro). The 19% of a transfer (223 Euro) that would go into debt repayments
could also provide additional positive effects on a macro level by improving the
financial position of the households. While not extremely big, amounts are non-
trivial and similar to results of tax rebates research.

Some important conclusions can be drawn from the finding that economy wide
transfers via the policies lead to the same spending decisions if compared to indi-
vidual lottery wins. First, households seem not be very concerned that the govern-
ment will take the money back as Ricardian equivalence would suggest. Second,
the unconventional monetary policies with which our subjects were confronted are
not able to induce an increase in expected permanent income. It seems that their
influence on economic conditions is rather negatively perceived so that spending
amounts in T1 and policy treatments do not differ. Third, the fact that there was
no difference in spending behavior between the money financed fiscal policy and
the helicopter money questions whether people are actually able to differentiate
between these two policies in terms of the sources of how they are financed. While
one has certainly to be cautious when interpreting this result, it at least casts
some doubt on whether Ricardian equivalence can be used to argue for helicopter
money as the more effective policy instrument. Overall, we find these result plau-
sible as there is no consensus on the eventual effects of these policies even among
economists.

Another finding is that the policies are on average not capable of increasing
inflation expectations. This result is mainly driven by a negative effect of the
policies on middle aged and older people, and also on people with weak interest in
economic issues. One should perhaps not go as far as to argue that these policies are
completely incapable of increasing inflation expectations, but rather acknowledge
that their influence is very much dependent on how they would be communicated.
There is also evidence that the policies inject a great deal of uncertainty into
the economy as the variance of inflation expectations increases with the policy
treatments. Our findings on the policies’ strong influence on inflation uncertainty
and the importance of agents’ interest in economic issues for the effectiveness in
steering inflation expectations should help policymakers in designing the optimal

policy and avoiding potential pitfalls.
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In terms of correlates for individual consumption decisions we can confirm
some earlier results. In particular, households’ inflation expectations do not coin-
cide with consumer behavior suggesting that no inter-temporal choices are taking
place. Moreover, we tested for alternative explanations of consumption behavior
addressing implications from mental accounting theories. However, our data does
not lend support to those theories.

We are aware that our results should be taken with a grain of salt for various
reasons. First of all, as economists we typically have some doubts about drawing
conclusions from what people say rather than what people do. However, it has
been argued that this view is too limited with respect to what one can actually
achieve with survey data (Shapiro and Slemrod, 1995) and, indeed, more recent ev-
idence suggests that intended consumption behavior highly correlates with actual
consumption (see, e.g., Bachmann et al., 2015). Second, one could imagine that
the most unconventional among the unconventional monetary policies if actually
implemented would get a lot of media attention. It is difficult to predict how the
public would be influenced and what that would imply for individual decisions on
how to spend the money transferred. Finally, it is not so obvious to us whether
our results could be extended to other countries. In the context of the European
Monetary Union countries fare differently in economic terms. It could be the case
that households in the periphery react differently to a helicopter treatment than
German households. Having these difficulties in mind, we do, however, consider
our results to be important in adding to a very scarce literature on the practical

implications of helicopter money.
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Figures

Figure 1: Spending, saving and debt repayings
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Notes: The three bar graphs display the average amounts that respondents would use for spend-

ing, saving and debt repayments for all four treatments in Euros.



Figure 2: Expectations on economic conditions
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Notes: The first graph shows the percentage of people who expect policies T2 to T4 to lead
to a worsening of economic conditions. The second and the third graph show the shares
for the three treatments T2 to T4 for those who expect no change or an improvement of

economic conditions, respectively.
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Figure 3: Expectations on taxes and government obligations across policies
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Notes: In Panel (a) the first graph shows the percentage of people who expect the policy to lead
to a decrease in the future tax burden. The second and the third graph show the shares for no
change and an increase of the tax burden. Panel (b) is constructed similarly for expectations on

government obligations.
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Figure 4: Inflation expectations in % (left) and standard deviation of inflation
expectations
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Notes: The left graph presents the mean expected inflation rate for each treatment in %. The
right graph presents the standard deviations of inflation expectations for each treatment.
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Online Appendix

Appendix A - Random treatments

In Table 11 we summarize the socio-demographic variables of the respondents.

Table 11: Summary of the socio-demographic variables

Variable \ Obs. Mean Std. Dev. Min Max
Age 3492 49.74 14.15 21 73
Gender 3493 0.47 0.49 0 1
Married 3285 0.63 0.48 0 1
Income 3116 7.61 4.01 0 15
House ownership 3351 0.54 0.49 0 1
Born in Germany 3490 1.11 0.39 1 3
Household size 3299 2.50 1.13 1 5
Distance to city 3317 3.93 1.59 1 6
West Germany 3488 0.80 0.39 0 1

Notes: Income is coded in fifteen groups, with 15 being 5000 Euro and more. The “Born in
Germany” variable is coded as 1 - German, 2 - Europe, 3 - other. The “Distance to city”

variable is coded in six groups with 6 being 60 km and more away from the city.

We check for the goodness of randomization by applying a procedure proposed in
Olken (2007). Table 12 reports the results of a Probit model regressing a treatment
dummy on the socio-demographic characteristics of the survey participants. We
run this model on all combinations of treatments and report marginal effects of all
variables. In all cases, the regressors are individually and jointly not significant,
which implies that they cannot explain why subjects ended up in one rather than
the alternative treatment supporting random allocation into treatments.
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Table 12: Relationship between treatments and socio-demographic characteristics

Variable | TIT2 | TIT3 | TIT4 | T2T3 | T2T4 | T3 T4
Age 0.00 0.00 0.00 -0.00 0.00 0.00
Gender 0.01 0.01 0.01 0.00 0.00 0.01
Married -0.01 0.02 0.03 0.03 0.04 0.01
Income -0.01 -0.00 -0.00 0.00 0.01 -0.00
House ownership 0.02 0.01 0.01 -0.01 -0.00 0.01
Born in Germany

Europe 0.07 0.08 0.05 0.00 -0.01 -0.02

Other -0.02 -0.11 0.05 -0.09 0.08 0.16
Household size 0.01 0.01 -0.00 -0.00 -0.01 -0.01
Distance to city -0.01 -0.00 -0.00 0.01 0.00 -0.00
West Germany -0.04 -0.00 0.02 0.04 0.06 0.02
Joint p-value 0.6028 | 0.8978 | 0.6867 | 0.9058 | 0.5553 | 0.7418
Observations 1415 1404 1429 1437 1462 1451

*¥*% p < 0.001; ** p < 0.01; * p < 0.05
Notes: The top row presents the pairs of treatments being used to construct a dummy
variable for the Probit analysis. For each dummy a Probit model is ran on a set of regressors

whose marginal effects are reported in columns together with the test of joint significance.

Appendix B - Overview of questions

Lottery treatment - T1

1. We would like to ask you about your assessment of price development in Germany.

How do you expect average prices to develop in 12 months?
Please choose just one answer and write a value.

e I expect the prices in 12 months to be on average % higher than today.

e I expect the prices in 12 months to be on average % lower than today.

o I expect the prices in 12 months on average to stay the same as today.

2. Please imagine you just won 1200 Euro in a lottery. Given your current financial
situation, how much of the 1200 Euro would you spend, save/invest or use to pay
off debt in the next 12 months?
Please enter the respective amount in Euro.

e [ would spend

_ Euro.

e I would save/invest __ Euro.
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e [ would use  Euro to pay off debt.

3. Do you think the overall economic situation in Germany will improve, worsen or
stay the same in the upcoming year?
Please choose one answer.
e I think that the overall economic conditions will improve.
e [ think that the overall economic conditions will worsen.
e I think that the overall economic conditions will not change.

4. We would like to know whether you (and your family) keep track of household
expenses via a book or account for them through similar but different means. If
you keep track of household expenses, what is usually the goal of this task: keeping
expenses in predefined limits, saving a regular amount of money, or repaying a
regular amount of debt?

Please choose one answer.
e My family and I mostly try to keep our expenses in certain predefined limits.
e My family and I mostly try to regularly save certain amount.
e My family and I mostly try to regularly repay certain amount of debt.

e My family and I do not keep track of expenses using a book or other means.

Debt-financed policy treatment - T2

Please read the following text carefully. The questions following afterwards are related
to it.

During current economic and political discussions concerning best management of
the European economic crisis the following position has come forth: The government of
each Eurozone member state should give money directly to its citizens. The money for
this endeavor governments should borrow from the European Central Bank.

Imagine such a policy was actually approved and you along with every other citizen
in the Eurozone received a onetime payment of 1200 Euro from the government.

1. Given your current financial situation, how much of the 1200 Euro would you
spend, save/invest or use to pay off debt in the next 12 months?
Please enter the respective amount in Euro.

e Answers as in question 2 in T1

2. If the above mentioned policy were approved, how would you expect average prices
in Germany to develop in 12 months?
Please choose one answer and enter a value.
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e [ would expect the prices in 12 months to be on average % higher than
today.

e I would expect the prices in 12 months to be on average % lower than
today.

e T would expect the prices in 12 months on average to stay the same as today.

3. Do you think the above mentioned policy would improve, worsen or have no impact
on the overall economic situation in Germany during the upcoming year?

Please choose one answer.
e I think this policy would improve economic situation.
e I think this policy would impair economic situation.
e I think this policy would not change economic situation.

4. Do you think the above mentioned policy would increase, decrease or have no
impact on government obligations in Germany during the upcoming years?
Please choose one answer

e [ think this policy would increase government obligations in following years.
e [ think this policy would decrease government obligations in following years.
e [ think this policy would not change government obligations in following

years.

5. Do you think the above mentioned policy would increase, decrease or have no
impact on your tax burden in the upcoming years?
Please choose one answer.
e [ think this policy would increase my tax burden in following years.

e [ think this policy would decrease my tax burden in following years.

e [ think this policy would not change my tax burden in following years.

6. Same as question 4 in T1 (expenses tracking)

Helicopter money (1x1200 Euro) treatment - T3

Please read the following text carefully. The questions following afterwards are related
to it.

During current economic and political discussions concerning best management of the
European economic crisis the following position has come forth: The European Central
Bank should give money directly to the citizens of the Eurozone. The money for this
endeavor should be printed by the European Central Bank.
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Imagine such a policy was actually approved and you along with every other citizen
in the Eurozone received a onetime payment of 1200 Euro from the European Central

Bank.
1.
2.

Same as question 1 in T2 (spend/save/repay amounts)
Same as question 2 in T2 (inflation expectations)

Same as question 3 in T2 (economic conditions)

Same as question 5 in T2 (tax burden)

(
(
(
. Same as question 4 in T2 (government obligations)
(
(

. Same as question 6 in T2 (expenses tracking)

Helicopter money (12x100 Euro) treatment - T4

Please read the following text carefully. The questions following afterwards are related

to it.

During current economic and political discussions concerning best management of the
European economic crisis the following position has come forth: The European Central
Bank should give money directly to the citizens of the Eurozone. The money for this
endeavor should be printed by the European Central Bank.

Imagine such a policy was actually approved and you along with every other citizen
in the Eurozone will receive 100 Euro per month from the European Central Bank for
the next 12 months.

1.

Given your current financial situation how much of the monthly 100 FEuro would
you spend, save/invest or use to pay off debt during the next 12 months?
Please enter the respective amount in Euro.

e [ would monthly spend  Euro.
e [ would monthly save/invest _  Euro.
e [ would monthly use ~ Euro to pay off debt.

. Same as question 2 in T2 and T3 (inflation expectations)

Same as question 3 in T2 and T3 (economic conditions)

(
(
Same as question 4 in T2 and T3 (government obligations)
Same as question 5 in T2 and T3 (tax burden)

(

Same as question 6 in T2 and T3 (expenses tracking)
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Additional questions

1. Has your life in your opinion worsened or improved in the following areas over the
past 12 months?
Please rate the change from today’s perspective.

- Financial situation

e Considerably worsened

Slightly worsened

Stayed the same

Slightly improved

Considerably improved

e Don’t know

2. How much do you personally trust the following public institutions or groups?
- Federal government

1 - Don’t trust at all
2

3

4

5

6

7 - Fully trust

3. How interested in economic affairs are you?

e Very strong
e Strong

e Moderately
o Little

e Not at all

e Don’t know

We do not report questions on socio-demographic variables such as income,
household size, age, gender, marital status, place of birth, region people live in
and house ownership. The reader is referred to http://www.gesis-panel.org
for the exact phrasing.
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Appendix C - Questions and results from studies on US tax
rebates

In order to make our results more comparable to the 2008 US tax rebate research
we recoded our variables to get the percentages of people reporting they would use

the money mostly for spending, saving or debt repayments. Results are reported
in Table 13 as shares of total answers (3070 observations in total).

Table 13: Distribution of answers about spending choices in %

\ Spend  Save Repay \ Spe/Sav  Spe/Rep Sav/Rep \ Sp/Sa/Re

T1 29.0 36.9 18.4 10.2 1.8 2.7 0.6
T2 28.2 35.5 18.6 10.4 2.0 2.8 2.2
T3 29.2 37.6 16.1 11.1 1.9 2.2 1.6
T4 29.5 33.0 14.6 16.9 2.3 3.4 0.0
Total 29.0 35.8 16.9 12.1 2.0 2.8 1.1

Notes: For each treatment (row), the column “Spend” refers to the percentage of peo-
ple whose spending amount was bigger than both saving and debt repayment. Figures in
columns “Save” and “Repay” are constructed analogously. Then there was a considerable
number of answers were consumption, saving, or repaying debt amounts equaled. For ex-
ample, in T1 10.2% of the respondents answered that they would spend the same amount
as they would save, each of the amounts being larger than what they would use for repaying
debts (column “Spe/Sav”). In “Sp/Sa/Re” the spend, save, and debt repayment amounts

were identical.

Table (14) is taken from Sahm et al. (2010) who report on results from different
surveys that measure the percentages of people who would use the transfers of the
U.S. tax rebate in 2008 to mostly spend, save, or repay debts with it. Our results
are mostly in line with the average findings of those studies. One difference to
be noticed is that in our survey less people chose to mostly repay debts with

the transfer. This seems, however, plausible given the different macroeconomic
conditions in Germany in 2016 and the USA in 2008.
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Table 14: Percentage of respondents who would spend US tax rebates

Percentage of responses

Interview Pay

Pollster date Question Obs. Spend Save debt Other
1. Fox news/Opinion Jan. 30-31 If you received a tax rebate in the next 900 53 3r .. 10
Dynamics few months, what do you think you would do

with the money - save it or spend it?
2. Harris Interactive for Jan. 30-Feb. 1 If you were to get a tax rebate, which of the 2020 21 32 47
CCH Complete Tax following would you be mostly likely to do

with all or most of your money?
3. Washington Post/ABC Jan. 30-Feb. 1 If you get a federal rebate, what will you most 1249 24 36 35 4
News? likely do with it?
4. Zogby International for Jan. 30-Feb. 1 If you were to get a tax rebate, which of the 3036 24 29 45 3
TransUnion following would you be most likely to do
TrueCredit.com® with all or most of the money?
5. Pew Research Center Jan. 30-Feb. 2 If you receive the cash rebate from the 1502 20 24 49 7

government, how are you most likely to use
the money? Are you most likely to spend it,
save it, pay off bills, or something else



4"

6. Bloomberg/L.A. Times  Feb. 21-25  When you get your rebate check, will you 1408 23 38 35 6
spend it on purchases, or will you pay down
some of your debt, or will you put it in your
savings account?

7. CNN/Opinion Research March 14-16 If you receive a tax rebate, what will you do 1019 21 32 41 3

Corp. with the money - spend it, save it, pay off
bills or donate it to charity?
8. Harris Interactive? April 7-15 How much money (in dollars) do you think you 2529 40 25 30 5

will use for the following?
9. Washington Post/ABC  April 10-13  If you get a federal rebate, what will you most 1197 26 37 35 3

News? likely do with it?

10. CBS News/New York  April 25-27  What do you expect to do with the tax rebate 664 19 28 53

Times money you receive-will you spend it, use it
to pay bills, or save or invest it?

11. Zogby International® May 6-8 How do you plan to spend the majority of your 7815 34 25 32 9
2008 tax rebate?

12. Harris Interactive? Aug. 11-17  How much money (in dollars) did you use for ~ 2710 39 20 35 5
the following?

Sahm-Shapiro-Slemrod Feb.-June, Did the tax rebate lead you mostly to increase 3417 20 28 52

(2009) Nov.-Dec.  spending, mostly to increase saving, or

mostly pay off debt?

...% = not applicable.

®Open-ended answers aggregated by the authors.

“The 24% spend rate consists of 18% who would buy something necessary and 6% who would “splurge.”

IMultiple answers in 0%, 1%-25%, 25%-50%, 51%-75%, and 75%-100% categories were categorized and recalculated by
the authors to add to 100%.

“The 34% spend rate consists of 26% who spend only on everyday expenses and 8% who would “splurge.”



