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Chapter 1. Introduction



CHAPTER 1

To a labor economist or an industrial organization economist, a family
looks like “a little factory.” To a bargaining theorist, a husband and wife
are “two agents in a relation of bilateral monopoly.” To an urban
economist or a public choice theorist, a family looks like “a little city”, or
perhaps “a little club”. To a welfare economist, a family is an association
of benevolently interrelated individuals. Each of these analogies suggests
useful ways in which the standard tools of neoclassical economics can aid
in understanding the workings of a family.

Theodore C. Bergstrom (1994)



INTRODUCTION

1.1 Introduction

People have always given support to their family and friends. This support is mainly
composed of transfers of money, goods and services, but also mutual advice or interest
shown. The content and intensity of transfers vary depending on the context of the family
and country, but their societal role remains certainly important all over the world (Schoeni
1997; Jensen 2003; Kohli, Kiinemund et al. 2005; Cox and Fafchamps 2006). The complexity
of motivations behind these private transfers has always attracted the attention of
researchers from various fields. Prosocial behaviour, or the motivation to give to family and
friends when there are no immediate or visible personal gains (Batson and Powell 2003), has
been debated for a long time. During the past century disciplines like psychology,
anthropology and sociobiology have come up with various theories and explanations on
such motivations. Their arguments have always orbited around the altruistic and non-
altruistic motives. Economists have mostly favoured selfish motivations and only recently
admitted altruism as one of the motives driving giving to family members (Becker 1981;
Simon 1992; Altonji, Hayashi et al. 1997). However, understanding the motives of private
transfers and support is only the first step. The next step is to understand how people would
adjust transfers when transferring to multiple family members or friends. Economics may
use the knowledge on the motives (why do people transfer) in order to understand better
the interdependency and timing of the transfers (when do people transfer and to whom).

This thesis presents an in depth investigation of the interdependence of private
transfers and support given to family members or friends. When transferring to a particular
family member or friend, people have to decide whether to transfer or not to the other ones.
Transfers and support are not only affected by factors like financial constraints, physical
distance or communication barriers but may also be affected by transfers to others. How do
people react in such circumstances? Will the transfers to a family member (e.g. one of the
children) impose the cost of reducing transfers to the other members (e.g. the other children)
at a particular point in time? How will the transfers to the same member of the family relate
over time? If someone gives to one of his/her children, is he/she more or less likely to give to
the other children or friends? Furthermore, if migration relocates family members, splits
families and exposes migrants to new people and different cultural practices, is it also likely
to affect the support received by family and friends?

1.2 The general context

The important social-economic developments happening during the last decades in
most of the developed countries have put the support given through the family under
constant stress (Bengtson 2001; Kijn and Komter 2004; Attias-Donfut, Ogg et al. 2005; Kohli,
Kiinemund et al. 2005). The declining male breadwinner/female housewife, rising female
employment rates, changing family structures, increasing demands for a flexible and
inclusive labour market and impact of internal and international migration have had a major
impact on the position of the family in the society and the support provided to family
members (Esping-Andersen 1999; Leira 2002). To date, driven also by the difficulties faced
by the welfare systems, many developed nations are attempting to develop policies
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encouraging the changes in the family support patterns in order to increase labour force
participation rates and support late retirement. This, in turn, leads to changes in the
relationship between partners, children and parents and also between other family members
or friends who live outside of the household.

Developing or transition economies, on the other hand, are struggling to deal with the
consequences of rapid urbanization and internal (international) migration (Byerlee 1974;
Becker, Morrison et al. 1999; Ravallion 2002; Macours and Swinnen 2008). The massive
migration towards the urban areas in these countries has led to a rapid growth of poverty.
Such trends are foreseen to continue in the future and predictions show that 60 per cent of
the poor will live in the urban areas when half of the developing world will migrate from
rural to urban areas (Ravallion 2002). Such movements promote the split up of the families
and change support networks influencing the giving patterns of the migrants. The weak role
of the welfare systems and inefficient financial markets emphasize much more this role.
Public policies in the developing world are mainly directed in increasing formal
employment and fighting the increasing urban poverty, while people rely much more on
private transfers from family and friends.

The changing role of the family support both in the developed and developing
countries emphasizes the need to increase knowledge on the complex reciprocal
relationships between families and the welfare state policies. The success of public policies
addressing labour market participation, informal care, or household poverty will clearly
depend on better understanding of the family interactions and their impact on individual
behaviour.

1.3 Main arguments

The thesis builds on the existing theories and empirical evidence on motivation of
private transfers. The thesis focuses on the private transfers of income (hereafter referred as
inter-vivos), goods, services and advice between family members and between friends.!
Motivation theories help in understanding better the ‘why’ of the private support. What
motivates people to support family and friends? Which motives are stronger, and to whom
they apply? While this is certainly the first step in understanding the private transfers and
support, a further step will be to understand “when” do people transfer and to “whom”.
How do people choose between family members or friends, and how are such transfers
dependent over members, time or space?

Economists have always recognized the role of the private transfers of money and time
in the economy. They have, for a long time now, tried to test whether such transfers are
driven by altruism or other selfish motives (Schokkaert 2006). In fact, altruism is one of the
prepositions originating from sociobiology and psychology. In these terms, altruism refers
to actions that aim in benefiting others more than oneself (Piliavin and Charng 1990), or to
actions that decrease the lifetime direct fitness of an actor and benefits one or more
recipients (Trivers 1971; Wilson and Wilson 2007). Social psychologists classify it as a subset

! Inter-vivos transfers are transfers of income/wealth happening during the lifetime of a person. Contrary to bequests,
inter-vivos are supposed to be intentional and therefore more revealing in terms of motivations behind them (see Cox
and Rank 1992).

4
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of prosocial behaviour, referring to actions like helping, comforting, sharing and
cooperating intended to benefit others (Batson and Powell 2003). Prosocial behaviour is said
to be motivated by both altruistic and non-altruistic motivations. It is argued that altruistic
behaviours are triggered by strong sentiments like affection, sympathy, empathy, and
compassion or pity (Kolm 2006). They are mostly observed in very close relationships (e.g.
the love of a parent for own child), or when other strong sentiments are involved (e.g. the
compassion from the other suffering). Non-altruistic behaviours on the other hand are
triggered by normative motivations (e.g. moral obligations or values that do not necessarily
lead to altruistic actions) as well as social effects or simply self-interest (a more detailed
discussion of these motives is given in section 2.2). Such motivations may be observed both
in relationships with close relatives and non-relatives (Kolm 2006).

In the last years economists have tried often to incorporate the altruistic motives in the
neoclassical models. Adam Smith in his well known book “The Theory of Moral
Sentiments” (1759) states that there exist some principles in the nature of even the most
selfish man making him interested in the fortune of others although “... he derives nothing
from it except the pleasure of seeing it”.2 His view coincides mostly with what is called as
‘the egocentric’ theory of altruism developed further by Gary Becker. Becker argues that the
utility of the potential beneficiaries is embedded in the utility of the donor (Becker 1981).
Therefore, a parent for example, will help his/her needy child only by enjoying the pleasure
of this child by the added consumption. Becker’s egocentric altruist parent does not derive
pleasure because the child is assisted but because the child’s pleasure is already in the utility
function of the parent. This is in the same lines as the hypothesis of genetic fitness and kin
selection previously developed by Hamilton (Hamilton 1964).

Another proposition mostly explored by the economists is also that of the “egoistic”
theory of altruism. This assumes that people give to other primarily because they are
expecting something in return (known as ‘tit for tat” strategy) (Khalil 2004). The egoistic
theory coincides with other theories on reciprocal behaviour like: reciprocal altruism theory
(Trivers 1971), and reciprocal behaviour in game theory (Fehr and Gachter 1998). This view
was also used to explain some extensions of the “egocentric” model of altruism like the
exchange of goods for services (Cox 1987), or the strategic bequest motives (for a more
detailed discussion of these motives see section 2.3).

The above prepositions are not exclusive and do not necessarily compete with each
other. Whatever the motives, either for pure, egoistic or egocentric altruism, people tend to
give economical and social support to their family and friends. If the other disciplines have
improved our understanding on the motives of such support, economics may explain much
more on people’s giving behaviour when they have to transfer to more than one family
member or friend. For this, one has to understand the supply side of transfers or support.
Economics tools may be used to understand whether transfers to family and friends are
substitutes or complements to each-other. The questions asked in this thesis relate mostly to
such interdependence of transfers between family members and friends.

2 Smith, A. (1759), The Theory of Social Sentiments (1969, Indianapolis, Liberty Classics).
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Question 1: Are financial transfers to children and friends driven by similar motives
and do such transfers substitute each other?

The financial transfers are one of the most direct and yet constrained form of giving.
People tend to give gifts or money to both children and friends. This raises the question
whether financial gifts to and from children and to and from friends are related. Do people
give more to their friends if they give less to their children? Or, are people who receive
money from one relation also more likely to receive money from others? And, does the
relationship with friends change when people have children?

Question 2: Are transfers given to one child dependent on the particular needs or
characteristics of other children? And, do different types of transfers substitute or
complement each other?

Parents usually transfer part of their wealth, help with every day activities or give
support and advice to their children. These transfers depend on the parents’ giving patterns,
particular needs of children at a given time, but also on the transfers given to the other
children or the same child over time. To what extent will be transfers of money, services or
support to one of the children influenced by transfers to the other children (and/or to the
same child in different years)?

Question 3: What is the effect of migration on the types of transfers received by the
migrant households? And, will transfers from friends substitute transfers from family
members after migration?

The network of family and friends plays an important role providing economic, social
and emotional support in everyday life. Internal migration may put these networks at risk.
Relocation of the household (e.g. through internal migration from rural to urban) affects
both the type of support given/received but also the importance of particular family
members or friends. Financial support becomes much more important in these settings and
transfers from friends may become increasingly important. Effects of migration on private
transfers are primarily studied looking at the migrant and the family left behind. The
questions asked in this thesis are: How does the relocation of entire households affect the
receipt of inter-household transfers from kinship members and friends? Will the
composition of received transfers change? Or, will the sending relatives be different?

1.4 Outline

The thesis presents the theoretical and empirical investigations of the motives and
interdependence of support given to family and friends. The main arguments and
investigations are based on the theoretical concepts and questions posed above. The
chapters and their summaries are presented below.

The second chapter consists in an introductory literature review of the main theories on
private support between family members. Psychologists, anthropologists, sociologists and
economists have looked at the motives of transfers. Their views differ depending on the
discipline and focus of the research. Most of the explanations given to date fall broadly
within the two more distinct categories: altruistic and selfish behaviour. The chapter gives
the main groups of sentiments or factors motivating altruistic and non-altruistic behaviours
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according to the research in social psychology, sociobiology and anthropology. It also
presents how sociologists have grouped together the transfers in order to measure the extent
of solidarity between family members. The main applications and theoretical advances in
economics are given in a separate section reviewing the egoistic and egocentric giving and
altruism. The chapter elaborates further the three central hypotheses (above) and also gives
an overview of the recent empirical evidence for each of them.

Chapter three looks at financial transfers and explores simultaneous transfers to/from
children and friends. The aim is to improve the understanding on the motives for financial
solidarity and also test the substitutability of transfers to/from children and friends. The
chapter uses data from the first wave of 2005 of Netherlands Kinship Panel Study (Dykstra
et al. 2004). The likelihood of financial transfers is firstly related to individual characteristics
of both the anchor and respective donors or beneficiaries. The correlations between each
pairs of transfers (for the main sample and different sub-groups) are also investigated.
Empirical findings suggest that there exist a strong correlation between outward or inward
transfers made to/from both children. A positive though weaker correlation is found when
comparing simultaneous transfers to/from children and friends. There exists a strong
tendency for reciprocity between friends. With the increase of the number of children
reported, transfer reciprocity between anchors and their friends declines. Findings support
‘warm glow’ related motives, and do not support the altruism hypothesis as explanation for
financial solidarity.

The fourth chapter analyses the interdependence of giving to similar members of
family. The subject here is the most common transfers in the family, the intergenerational
transfers from parent to children. Inter-vivos support of parents on the other hand may
depend on particular giving patterns, needs of children at a given time, but also on the
needs of the other children (or the same child over time). The chapter uses the data from
Netherlands Kinship Panel Study for 2005 and 2007 to explore both the “between-children”
and “between-time” interdependence of different transfers. The transfers considered include
money transfers, household help, odd-jobs help, advice, and interest given to children. The
correlations of different transfers are analyzed, focusing at the effect that transfers to other
children (or to the same child over the years) have on the likelihood of transferring
particular transfers. The estimation results distinguish both the “equity” effect and the
“exhaustion” effect of parents. Parents tend to transfer similar transfers to both children,
and also positively associate transfers among them. However, parents seem to “exhaust”
their resources and do not always relate different transfers with each-other when it comes to
different children.

Chapter five looks at transfers of money, goods and services to all members of family
and friends when the entire household migrates internally. The data used to analyse this
come from a unique survey among internal migrants in peri-urban Tirana (Albania). The
giving and receiving of money, goods, and services transfers by migrant households are
considered both before and after migration. By looking at frequency of transfers before and
after migration, I check whether the structure of transfers changes and whether friends have
superseded family as important sending partners. The empirical findings show that the
types of transfers received and the relatives or friends sending transfers change after
migration. It is found that households receive fewer transfers than before migration, but that
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financial transfers increase. Friends become increasingly more important after migration,
substituting for transfers from siblings and more distant relatives.

The findings from chapter two to five are summarized in chapter six. This chapter
includes also recommendations on further research.
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How selfish soever man may be supposed, there are evidently some
principles in his nature which interest him in the fortune of others, and
render their happiness necessary to him, though he derives nothing from it
except the pleasure of seeing it.

Adam Smith (1969). The Theory of Moral Sentiments, p:1.
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2.1 Introduction

People give financial and non-financial support to their family members and friends.
This support is important both from an economical and social perspective. Private transfers
are argued to be important in determining capital accumulation in transferring wealth to
younger generations (Barro 1974; Kotlikoff and Summers 1981; Cox and Raines 1985),
serving as a form of insurance against income shocks (Kotlikoff and Spivak 1981; Altonji,
Hayashi et al. 1997). Support to family and friends is also argued to create cohesion and
solidarity among family members (Bengtson and Roberts 1991). The role of private transfers
and support in the economy and the impact on family life has attracted the attention of
researchers from various disciplines. Psychologists, anthropologists, sociologists and
economists have explored the motives and the dynamics of transfers. Their views differ
depending on the discipline and focus of the research. Most of the explanations given on the
motivation of the transfers fall broadly within the two more distinct categories: altruism and
self-interest. The literature shows that altruistic behaviours are most likely to be observed in
parents-children relationships or whenever strong emotions/sentiments arise with respect to
others (Trivers 1971; Berkowitz 1972; Becker 1976; Batson 1991; Khalil 2004). Selfish
behaviours are mainly associated with motives of “quid pro quo” (e.g. immediate or
delayed exchange, investments in own children, etc) and mostly explored by economists
(Chiappori 1988; Cox and Rank 1992).

Altruism is more popular among non-economists as the main reason explaining
prosocial behaviour (giving to others in situations when there are no immediate or visible
gains). Such motives are usually indentified with acts that decrease the lifetime direct fitness
of an actor and benefits one or more recipients (Trivers 1971; Wilson and Wilson 2007).
Economists have been more sceptical in accepting such non-selfish motivations. However,
adapting altruistic behaviour to explain some of the prosocial behaviours is also becoming
more popular in economics (Schokkaert 2006). The evidence brought up from other
disciplines (e.g. psychology or sociobiology) has contributed to a wider acceptance of the
concept of altruism. Psychology has shown that people’s behaviour is influenced by strong
empathic feelings (Batson 1991; Hoffman 1991). Sociobiology has shown that giving is
greatly influenced by the existence of common genes (Hamilton 1964; Trivers 1971). Game
theory on the other hand has shown that altruistic persons can survive among other egoistic
ones (Bester and Giith 1998). Considering these developments, some argue that other
disciplines may have a comparative advantage over the simplistic approach of reducing all
prosocial giving into strictly selfish behaviour adapted by economics (Schokkaert 2006). On
the other hand, adapting Edward Glaeser’s argument for situationalism and the application
of the findings of other disciplines in economics (Glaeser 2004), we can argue that economics
may benefit from the increasing body of evidence found in favour of non-selfish behaviour
by other disciplines.? In fact, the importance of economics in understanding individual
giving behaviour derives from the recent findings of other disciplines. In the real world,
altruistic motives are often endogenous to the particular relationships and even conflicting if

% Edward Glaeser (2004) argues that the economic prediction deriving from the assumptions of the rational cognition
and stable preferences may be challenged by the facts supporting situationalism (sustaining that decisions are
dependent on local influences and not long-run well-being).
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more than one subject is considered (e.g. parents may decide to treat their children
differently despite the altruistic motives towards them). To understand such situations one
has to understand the supply side of transfers/support. Economics has all the tools to
understand how the patterns of giving will also reflect the substitutability or
complementarity of transfers over family members and friends. The new evidence on
altruistic motives raises further questions on how individuals will adapt their behaviour
under certain circumstances. For example, if altruism is mostly observed/applied to close
family members how would people behave when they have to deal both with family and
friends? Would transfers to/from such members serve as substitutes or complements to
transfers to/from friends? How would transfers from benevolent individuals change when
similiar family members are involved? Interactions and transfers are also often spread over
time and over multiple family members and/or friends. How would the transfers of
benevolent individuals change in this context? How do these transfers change if they move
in another place?

Psychology, sociobiology/anthropology, sociology and economics have looked at
particular behaviours that trigger the support to family and friends. A psychologist looks at
the family transfer as the elaborated form used to express sentiments and feelings (it is
argued that such sentiments and feelings often motivate altruistic or non-altruistic
transfers). A sociobiologist considers family transfers as the ways people use to ensure the
transmission of their genes over time (the kin selection). An anthropologist considers the
family transfer as a form of a rhetorical gesture in social communication. In this sense
transfers are dependent on a set of social norms and obligations and possible political
manoeuvring (Schieffelin 1980). A sociologist looks at the family transfers as a complexity of
actions through which social relations and ties among this small group are materialized. An
economist looks at family transfers mostly as a way through which individuals give up their
own consumption in order to maximize the utility of their family as a unit, or because they
are maximizing their long-term utility.

Disciplines like psychology or anthropology have dedicated a lot of attention to the
motivation behind prosocial behaviour. But, how do benevolent people change their
behaviours when they transfer to multiple relatives and friends? How does this change if
they migrate from one place to another? Lack of data but also the level of the current
theoretical frameworks can limit us in understanding this. This chapter reviews the main
achievements of different disciplines in explaining the main motives behind transfers to
family or non-family members and puts forward the main directions on which economics
may benefit in order to better explore the mechanisms behind such transfers.

This chapter is organized in six sections. Section two gives an overview of the research
on motivations in social psychology, anthropology, and sociology. Section three and four
review the main economical theories explaining family transfers and the empirical evidence
up to date. Section five gives an overview of the theoretical evidence looking at transfers
over different family members, over time and over space.

2.2 Motives for private support in other social sciences
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The following sections give an overview of the main motives for private transfers and
their implications for support given to family and friends from the perspective of different
disciplines. The concepts presented are by no means comprehensive of the vast literature
that exist in each of these disciplines, and give a summarized view for each of them.

221  Prosocial behaviour and altruism in social psychology

The motives for private transfers within psychology are mostly studied by social
psychology (which is a distinguished branch in psychology including psychologists and
sociologists) focusing on “...how individuals think about, interact with, and influence each other”
(Bordens and Horowitz 2001). Social psychology has dedicated attention to the fact that
people tend to give to others in situations when there are no immedjiate (or visible) gains for
the donors. This is referred to as the prosocial behavour. The prosocial behaviour relates to
actions like helping, comforting, sharing and cooperating (Batson and Powell 2003). Social
psychology divides the explanations of prosocial behaviour between altruistic and non-
altruistic motives.

Serge-Christophe Kolm (2006) gives a comprehensive picture of the types of altruistic
and non-altruistic behaviours for non-market transfers (see also Table 2.1) and the
sentiments behind them. According to this classification, altruism is mostly related to
hedonistic and normative behaviour. Altrustic motives can trigger transfers and help to
family and friends, but such support can also be motivated by non-altruistic causes.

Kolm describes hedonistic altruism as related to situations where own hedonism makes
a person to value the pleasure or the lesser pain of others. Individuals value more when
another person is in a situation perceived as better for her/him. In such cases own hedonism
leads to situations where a person is happier because someone else is happier or better off.
Hedonistic altruism is triggered by psychological factors like affection, sympathy, empathy,
emotional contagion (the induced emotion form others behaviour that is usually weaker
than own emotions), compassion or pity (Kolm 2006).

Pure hedonistic altruistic behaviour is mostly based on the empathic altruism
hypothesis.* Empathy altruism as defined by Charles D. Batson (1991) refers to the empathy
feeling towards someone suffering. This empathy will likely be aversive (people do not like
unpleasant emotions), yet it will not arouse egoistic-like actions to reduce such aversive
emotions. The empathic altruism hypothesis sustains that such empathy will likely induce
altruistically motivated behaviour aiming to help the needy people in reducing the suffering
(Hoffman 1981; Batson 1991; Eisenberg 2000).

Affection towards someone is a stronger sentiment associated mostly with close kin
relationship (e.g. parent — children) (Knafo and Plomin 2006). Affective altruism implies
liking someone and therefore considering a good thing what is a good thing for her/him
(including alleviation of suffer or pain). From this perspective affection can be combined
with empathy. Affection may also mean that people take a more paternalistic role towards

+ Empathy here refers to the situation when we put ourselves in the places of the other person (this can refer to the
physical mental, conditions, etc).
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someone, wishing what is judgeed as the best of that person, but not necessarily the most
conducive to her/his pleasure (Kolm 2006).

Sympathy is also one of the sentiments triggering altruistic behaviour. This is usually
defined as “...an effective response that consist in feeling sorrow or concern for the distressed or
needy other” (Eisenberg 2000: pp. 678). To some extent, sympathy can be associated with
affection but does not impose a sense of responsibility over the other’s good. As a result, the
sentiments generated by sympathy are of a lower intensity than those originated from
affection. This implies that sympathetic altruism applies more to distant members of family
or to friends rather than to close relationships like children or parents.

Moral altruism relates to sentiments like compassion and pity, which both arise when
observing someone suffering or being in poor situation (Kolm 2006). These two sentiments
do not need to be associated with prior relations and/or positive sentiments between each-
other. People feel compassion or pity for the suffering of estrangers, while for the closest
relatives this sentiment is “crowded out” by affection (the higher degree of pain or
discomfort we feel for our closest relatives leaves no room for pity). However, the
compassion or pity people feel for others is to a lesser extent if compared to the degree of
pain of that person, and in real world can also be mixed with other sentiments (e.g. empathy
or emotional contagion).

Kolm argues further that altruistic motives include also the normative altruism, which
in other words can be described as the situation when the individual considers the good of
somebody else as “... a value in itself, a final or end value” (Kolm 2006 pp. 60). This is
represented by three categories: intuitively moral altruism, the social normative altruism
and rational normative altruism. Shalom Shwartz (1977) explains that normative altruism
(of both forms) has three main conditions: 1) the moral obligations are so strong so that they
push an individual to take specific actions, 2) moral obligation is activated by an
individual’s cognitive structure of norms and values , and 3) action triggered by such
feelings may be neutralized if appropriateness or relevance of the obligations is questioned
(Shwartz 1977).

Philippe Rushton defines a norm as “... a standard by which the actions are judged and on
that basis approved or disapproved” (Rushton 1979, p 234). In normative altruism the
individuals with higher scores of internalized norms of “social responsibility”, other
oriented values, or moral reasoning are more likely to behave prosocially than individuals
with lower scores (Berkowitz and Daniels 1664; Berkowitz and Lutterman 1968; Berkowitz
1972; Rushton 1976, Rushton 1979). Individuals may use such standards to differentiate
between right and wrong actions, appropriate and inappropriate behaviour, etc. Rushton
argues further that the extent to which norms can influence the behaviour depends on the
“internalization” of them. Thus, norms referred to as “moral principles” are strong norms
that are turned into “oughts”, more abstract norms are referred to as “values”, and the ones
considered as tentatively or arbitrary are referred to as “social rules”. In general the term
norm as generally used in literature includes principles, customs, rules, and values.

Rational altruism in Kolm'’s classification refers to the situation where a person acts
altruistically because of sentiments arising from counterfactuals (situations that do not exist
but are imagined by people and thus influence their preferences and possibly choices). In
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these situations individuals are using aspects of rationality (logical reasoning, equality
concerns, and consistency) and combining these ones with values. The categories of rational
altruism include two subsets of motivations. The first one is based on “selfish” rational
motivations and includes substitution and putative reciprocity. The sentiments here are
similar to the empathic ones. The usual reasoning is to use counterfactuals like “imagine
youself in his/her situation” (substitution) or “he/she would have helped if the same happened to
you” (putative reciprocity) (Kolm 2006). The second subset is based on social rational
motivations and includes impartiality (justice) and wuniversalization. The use of
counterfactuals is in the function of judging the situations taking an impartial role
(impartiality) or by imaging the actions of the other people only referring to Kant’s concept
of universalization (e.g. asking the question “what if the others did not contribute?”). Both these
subsets are further elaborated in Kolm (2006).?

Table 2.1 The classification of motives for private non-market transfers

MOTIVES SENTIMENTS
Affective Affection/Sympathy
Hedonistic, e . .
9 natural Pure hedonistic Empathy/Emotional contagion
= U
E’ Moral Compassion/Pity
=]
g Norms and values Moral intuition/ Social norm
-
< Normative Substitution/Putative reciprocit
Rational (selfish or social) / P Y
Impartiality/Universalization
Duty
- Propriety
Non-altruistic . .
ti Self-satisfaction
normative .
0 v Habit
9] Tradition
E
% Receive others” opinion Praise/esteem/gratitude/virtue status
=] . . . . -
E Social effects Social situation Hierarchal status/superiority/suppress
' . . Relation keeping/showin
z Social relation ! . ping/ W 8 -
o goodwill/agreement/liking/enjoying, etc
z

Indirect effects

. Receive return gift

Self interests e -
Receive reward From others/institutions/in the future

From situation or status

Source: Adapted from Kolm (2006)°

Following the same classification, non-altruistic transfers can derive from normative
motivation as well as social effects or simply self-interest. Normative motivation here refers
again to moral obligations or values that do not necessarily lead to altruistic actions. In this
case giving is triggered by moral obligations (duty or proper actions) that would induce self-
praise or social praise and also actions that are already part of habits or traditions.

5 Kolm, S.-C. (2006). Introduction to the Economics of Giving, Altruism and Reciprocity. Handbook on the Economics
of Giving, Reciprocity and Altruism. S.-C. Kolm and J. M. Ythier, Elsevier. 1: 1-114.
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Social effects relate to the societal effects arising from: 1) judgements or sentiments of
the people who value the actions of the beneficiary (i.e praise, esteem or gratitude) (Batson
and Powell 2003), 2) maintaining (or conquering) a social status within the society (e.g.
hierarchal status, superiority, etc), and 3) keeping a social relation with the receiver (the
motive here does not correspond to the altruistic ones as the subject of the action is the
giving and not the object or the amount given — people care more about giving something
and less what is that they give).

The last non-altruistic type includes the self-interest giving. Here, the costs involved
with the giving are expected to be compensated (or most often overcompensated) directly to
the giver. Sections 2.3 and 3.2 will deal more extensively with such giving (reciprocity,
exchange, etc).

222 Genetic fitness in sociobiology

Sociobiology has looked at the concept of altruism and the interrelations with the
Darwinian theory of evolution by natural selection. Sociobiologists look at life as a series of
choices in which the individual strategically evaluates the potential benefits and costs of
alternative behaviour to finally choose the alternative with the maximum yield (Baker 2008).
The first contribution came from the work of E. O. Wilson, an entomologist who had tried to
explain the origins of altruism, in his book “Sociobiology: A new synthesis”. Wilson argued
that altruism was embedded in the genes. But, if this was a genetic behaviour than how
could this be transmitted through Darwinian natural selection? Wilson answered this
dilemma by employing the mechanism of “kin selection”. In fact he argued that the
individual is not even altruistic, but “selfish”. He further argued that most of the behaviours
are results of polygenetic factors involving more than one gene (he called this “inclusive
fitness”). Relatives share a good proportion of common genes so individuals who sacrifice
themselves would do so to transmit their “sacrificing” genes over the next generations.
William D. Hamilton argued that in a competing environment the person’s genetic fitness is
increased by behaving more altruistically towards their children, grandchildren, siblings or
anyone else who carries a relatively high proportion of their genes as this would increase
their Darwinian fitness (Hamilton 1964; Hamilton 1972).

The drawback of this theory is that it may only apply to relatives (therefore
sociobiology has been nicknamed as the “biology of nepotism”). This was the main reason
leading Robert Trivers to introduce the complementary concept of “reciprocal altruism”
(Trivers 1971; Trivers 2006). According to this concept non-relatives behave altruistically
towards each-other knowing that the others will also behave altruistically towards them. In
this case an individual initially gives transfers to its kin members not discriminating
between them. After a couple of potential exchanges he/she engage in long-term reciprocal
exchange only with those individuals who reciprocate.

2.23  Gift giving and reciprocity in anthropological studies

Social anthropologists argue that gift giving “... involves the bestowing of services or
goods by one individual or group upon another without expectation of an equivalent or
formal return” (Beals 1970, p. 232). Gift giving is common in most of the societies (even the
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most developed ones) and it is a way of establishing informal social relationships or an
expression of friendliness. Often gift giving is accompanied by a return gift. The return gift
may not necessary be an equivalent of the first gift and often implies the continuation of the
social relationship. In fact, many argue that reciprocity “...appears to be the underlying
principle of gift exchange” (Komter 2004). Geoffrey MacCormak (1976) argues that the
terms ‘reciprocity’ and ‘reciprocal’ are often used in the same context as ‘gift’, ‘counter gift’,
or ‘exchange’” and it is not clear whether they are synonyms to the later ones or simply
express extra qualities not given by them. In fact, there exists a difference between how
reciprocity is viewed by social anthropologists and economic anthropologists (discussed in
the next section). Marcel Mauss argues that gift giving is considered reciprocity when
operates under the principle “...to give, to receive and repay” (Mauss 1969, p.80). As such,
reciprocity is considered “ a more general exchange principle governing besides economics
social organization and kinship” (Erickson and Murphy 2008).

Polanyi (1957) has been one of the first researchers in social sciences stressing the point
that reciprocity in gift-giving differs from the strictly market exchange in economics. From
his point of view, reciprocity in modern industrial societies is seen mostly in family and
inter-household relations, and in general is defined as a reciprocal exchange of goods and
services constituting an integral component of long-term relationships. From his
perspective, reciprocity is a set of socially obligatory gift-giving, representing material
expressions of the relationships of kinship and friendship.

Along the same lines, Serge-Christophe Kolm (2002) defines reciprocity as “treating the
others the same way they did treat you, just because of this particular fact and not as a result
of an expected or pre-agreed exchange”. It is argued that reciprocity differs from the concept
of exchange (‘quid pro quo’) used usually in economics as it proceeds from a set of "internal"”
obligations (e.g. to give, to receive, and to give back) driven by norms or collective values,
and group or social pressure (Kolm, 2000). In fact, Kolm argues that a family is neither a
‘paternalistic entity’ a la Becker and nor an exchange 4 la Chiappori® but it represents a
dense and intense network of various reciprocities in sentiments and conduct. In this context
the commands and exchanges are embedded in larger relations of reciprocity among the
family members (Kolm 2006).

Serge-Christophe Kolm (2006) further argues that as reciprocity mainly refers to gifts,
motives driving reciprocal giving relate to the motives behind altruistic or non-altruistic
private transfers (see Table 2.1). The motives of reciprocal giving fall in three distinct
categories which can be labelled as: ‘liking reciprocity’, ‘comparative reciprocity’ (balancing,
matching or compensatory) and ‘continuation reciprocity’. According to this categorization,
‘liking reciprocity’ refers to the situation where a gift is made because of: 1) reciprocity in
liking, or in other words as people tend to like those who like them, this liking induces
reciprocal gifts?, or 2) liking reciprocity in giving, or returning a gift because people like the
person that gave (and that person gave a gift because he/she also likes these people). The

¢ See also Chiappori, P.-A. (1988). "Rational Household Labor Supply." Econometrica 56(1): 63-90 and Browning, M., F.
Bourguignon, et al. (1994). "Income and Outcomes: A Structural Model of Intrahousehold Allocation." The Journal of
Political Economy 102(6): 1067-1096.

7 Liking is based in a series of interrelated outcomes that relate to previous actions and sentiments like: affection, liking
to be liking, being the object of attention, approval, passion, etc.
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explanation for the second motive, comparative/balancing/matching, assumes that
individuals return gifts or favours because they are aiming to balance between what they
have benefited and what is provided in return. The gift in this case reduces some
inequalities in the relationship and the giver reciprocates the gift often from a feeling a
moral debt towards the initial benefactor (by balancing his/her gift). Kolm calls this ‘pure
reciprocity” as this is related purely to the first act of giving and does not depend on other
motives or feelings. The last motive, the continuation reciprocity, is driven more from selfish
behaviour. The main aim of the gift is to induce a return gift. This motive has more
resemblance with the exchange hypothesis as it assumes that the reciprocal gift is a means
for inducing further gifts in the future.®

More contributions to the discussion on family transfer motives come from the work of
sociologists studying reciprocity ‘norms’. Alvin Gouldner (1960) describes the reciprocity
norm defining “...certain actions and obligations as repayments for benefits received”
(Alvin Gouldner 1960, p.170). Others look at it as the norm that “...prescribes that one
should help those who have helped him/her in the past and retaliate against those who have
been detrimental to his/her interests” (Marco, Marcello et al. 2003). Vern Bengston argues
that in family life intergenerational norms of reciprocity norms are very high. These norms
are based on the rule that one should care for own family in times of need, being this care
independent from gains from the same relationship in the past or the future. In the family
perspective they are materialized in two main forms; obligation toward own
children/parents (Kalmijn 2006) and reciprocity norm. The obligation toward children and
parents is considered the strongest norm in the family (norms towards children are consider
even stronger than the ones toward parents). Another derivation of reciprocity norm
mentioned earlier is also the indirect (serial) reciprocity (Arrondel and Masson 2001), which
involves more than one generation. This implies that norms and their consequences are
passed on from one generation to another.

2.24  Family solidarity and intergenerational support in sociology

The work of sociologists on family transfers has been focused on intergenerational
relations. They define the concept of intergenerational family solidarity as the “social
cohesion between generations” (Bengtson and Oyama 2007). Previous authors have referred
to this as family unity, family coherence/integrity, or family solidarity and the concept
builds on the findings of social psychology of small group and family cohesion (Jansen
1952). Vern L. Bengtson (1993) argues that such solidarity “...reflects norms of 1) filial piety, 2)
reciprocity, 3) altruism and 4) self-interest (individuals expectations for their future)” (Bengston
1993, p.21).

Family solidarity from this perspective includes a few dimensions of solidarity
consisting mainly in the extent of interactions between family members. Jansen (1952)
argued that these interactions included: 1) agreement, 2) concern about each-other, 3)
cooperation, 4) enjoyment of each-other company, 5) affection; 6) esteem for each-other, 7)
interest, 8) and confidence.

8 See also Kolm, S.-C. (2006). Reciprocity: Its Scope, Rationales, and Consequences. Handbook on the Economics of
Giving, Reciprocity and Altruism. S.-C. Kolm and J. M. Ythier: 371-541
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Table 2.2 Family solidarity types and indicators

SOLIDARITY MANIFESTATION INDICATORS EMPIRICAL MEASURES

Frequency of:

Contacts with other family 1. face- to-face

members
Engagement and 2. telephone,
Associational interaction in various 3. mail, etc
activities L Frequency of:
Participation in common . R
R 1. recreation activities,
activities . .
2. special occasions, etc.
Perceived ratings of:
1. warmth,
Affection for family members 2. closeness,
. Positive sentiments i
Affectional itive sentl 3. understanding,
about family members 4. trust, respect, etc.
Reciprocity in positive Perceived ratings of:
sentiments 1. reciprocity in sentiments
Concordance on specific values, . .
. . Perceived ratings
Agreement on values, attitudes, and beliefs
Consensual . . RS .
attitudes or beliefs Similarity in values, attitudes, . .
R Perceived ratings
and beliefs
. . Frequency of:
Assistance or help to family q Y
1. financial,
Exchange of services or members 2. physical,
Functional X g - phy:! cal,
assistance 3. emotional
Reciprocity in exchange of . .
P Y 8 Perceived ratings
resources
Commitment tonorms 1 portance of family roles Perceived ratings
Normative of familial roles and
obligations Strength of filial obligations Perceived ratings
Residential proximity Physical distance
e . Number of siblings, cousins,
Opportunities for Number of family members &
. . other members.
Structural intrafamily

1. Health rating
Health conditions 2. Invalidity
3. Chronic illness, etc.

relationships

Source: Bengtson, V. L. (1993). Is the "Contract Across Generations" Changing? Effects of Population Aging on
Obligations and Expectations Across Age Groups. The Changing Contract Across Generations V. L. Bengtson and W.
A. Achenbaum. New York, Walter de Gruyter, Inc.

Focusing on the intergenerational relationships, Bengston (1978) refined the categories
in five dimensions (Table 2.2): 1) structural solidarity - factors facilitating or constraining the
interaction of family members (e.g. physical distance), 2) association between family
members (e.g. activities carrying out together), 3) affection showed (e.g. emotional support
to each-other), 4) consensus (agreement on main values or life styles), 5) functions (help and
support exchanged), 6) norms (degree of obligation towards other members of the family).
Each of these dimensions contributes to the degree of solidarity within the family.

2.3 Motives for private transfers in economics

The economic literature focuses mainly on money and services exchanged within the
family. Again, the main focus is on the intergenerational solidarity and on explaining the
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main motives behind the private transfers and their implications for the individual and
household welfare. The literature is mostly centred on how the market and home goods (e.g.
house works) are produced and distributed among the members of the family (Becker 1974;
Becker 1981). In the past decades the discussion on the motives of transfers, or as often
called in economics interdependent — or sometimes also transferable — utility (Bergstrom
1994), is dominated by two main arguments: ‘altruism” and ‘exchange’. The arguments are
based on the fact that human beings can take the roles of either ‘altruistic’ or ‘egoistic’
unities. The derived consequences from these behavioural changes serve as a basis for the
main economic models of family transfers.

2.3.1 Altruistic transfers in economics

In the last years economists have tried more often to incorporate the altruistic motives
in the neoclassical models. Adam Smith in his best known book “The Theory of Moral
Sentiments” (1759) states that there exist some principles in the nature of even the most
selfish man making him interested in the fortune of others although “... he derives nothing
from it except the pleasure of seeing it”.> Gary Becker has studied altruism motives driving
transfers within the family. He argues that economists commonly take tastes as given and
assume that the self-interest dominates all other motives. But, there is something else
beyond self-interest and this is related to genetic selection and altruism (Becker 1981). In this
context, a person is considered to be altruistic with respect to another person if his/her
welfare depends on the welfare of this other person. Based on this definition, economic
literature describes the altruism model as a model where for example parents care for
wellbeing of their children, or in other words they receive utility from their own
consumption and also from consumption of their children. Consequently, the parent (or the
head of the family), may choose to transfer resources to needier family members because of
altruism. A distinguished feature of this model is the fact that during the lifetime a needy
member of the family will receive more than she gives. If this hypothesis holds in empirical
terms, then some characteristics of the needy receiver should be directly related to the extent
of financial transfers, (like a drop in incomes, sudden illness leading to psychological or
financial consequences, etc). The model assumes that the parent, for instance, will substitute
for any drop in the wellbeing of their children due to unsatisfied needs. This form of
altruistic behaviour can also be generalized for other relationships between a potential
donor and a beneficiary and is usually classified as “paternalistic altruism”. One of its
distinguished features is that from the level of potential motivations, the number of donors
does not really play a great role. On the other hand, if the behaviour of donors/recipients is
to be analyzed in a multi-actor context, then the number of such actors and the respective
interactions may turn to be crucial. Another debatable point of the model is the assumption
that parents may observe at any time the well-being level of their children, and would
consequently intervene to cope for any deficiencies. Even if this was the case, altruistic
behaviour would create disincentives for the child. In fact Becker (1981) argues that this
might lead the children to reduce their effort in income-generating activities knowing that
they will be backed-up by their altruistic parents (who can only observe the drop in

¢ Smith, A. (1759), The Theory of Social Sentiments (1969, Indianapolis, Liberty Classics).
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incomes). Becker argues that even such “selfish” children would still be interested in
maximizing the utility of the family as a whole (even though their welfare depends only in
own utility from consumption) and this is widely known as ‘the rotten kid" theory. 10

2.3.2  Egoistic transfers in economics

The academic discussion on altruistic behaviour orbits around the fact whether most
altruistic acts can simply be justified by implicit egoistic reasons. Many researchers still
struggle to prove whether people can ‘translate” each of so-called altruistic gifts in terms of
other self-interest driven behaviour. The recent experiments in social psychology research
favour mostly the existence of the altruistic part of human nature. As Pilivian and Charng
(1990) put it: “...true altruism — acting with the goal of benefiting another — does exist and is a part
of human nature”. Yet, many agree that observing altruistic behaviour in its “pure’ form is
very rare and in most of the practical actions is usually combined with other motivations. In
fact, many economists have tried to explain the acts of giving using a “selfish” or “strategic”
interpretation mostly referred as “exchange”. In trying to test empirical altruism Cox (1987)
used data from US President’'s Commission on Pension Policy Survey. He found a positive
correlation between the transfers and the wealth of the recipient, which suggested the
presence of some other non-altruistic motives. Using incomes as an indicator of wealth, Cox
concludes that the transfer do not necessarily decline with the increase of the recipient’s
incomes. He suggests that utility of the transfer's donor is not only dependent on the
consumption of both himself and the recipient (as the altruism model suggests), but
depends also on services received by the recipient. The types of services that Cox is referring
relate to help with home produced products that incorporate also the attention versus the
donor (parents in his case), companionship, and conformity with the paternal behaviour and
norms. This is an important feature of these services as it distinguishes them from the other
services for which the market can provide substitutes.

On the other hand, Bernheim, Shleifer and Summers (1985) have looked at the ‘strategic
bequest’ motive focusing on bequests that parents leave to their offspring. The basic concept
behind their theory is that people pursue their self-interest through exchanging within the
family and that this is enforced by explicit economic incentives. In other words testators
influence actual behaviour of their potential beneficiaries through promised future bequests,
‘rewarding’ or ‘punishing’ them accordingly. One of important features of this theory is that
it implies that parents using future promises impose some enforceability of exchange within
the family. In the ‘rotten kid” model developed by Becker (1981) it is assumed even the most
selfish children would be provided with optimal incentives through altruistic behaviour of
their parents (see above). Another important consequence of this theory is that it implies
that the parent will have a strong role on the decision made by their children, and
consequently will influence important decisions related to education, marriage, migration,
etc.

Based on these later implications, a series of other papers has elaborated more on the
exchange hypothesis. These papers have defined support flows as driven by exchange

10 The critiques of the ‘rotten kid’ claim that one of the main drawbacks of this theory is that it fails when it comes to
consider the case of ‘asymmetric information” (see also Bergstrorm 1989, for a more detailed discussion).
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relations taking forms of: delayed exchanged (parents invest in children when they are young
and they “repay” back” when grown up), strategic bequest (children support their parents
when these ones are old so they can receive money/property after their death), and the direct
exchange (children and parents exchange goods and support in the same time — e.g., services
for transfers).

Other elaborations of exchange motives and ‘egoist” approaches come from researchers
that consider family as a source of capital. Cigno (Cigno, Giannell et al. 1998) argues that if
we assume absence of altruism motives in family exchange, then transfers from the middle
aged to younger generations can as well be considered as loans, while transfers in the
opposite direction as repayments of these loans. Taking this approach Masson and Pestieau
(Masson and Pestieau 1997) propose a general distinction of family transfers into three
types; accidental, voluntary, and capitalist ones. They argue that accidental transfers occur
because of deferred consumption and precautionary causes. Because of uncertainties of the
individual’s life cycle and imperfections of capital markets individuals cannot (completely)
smooth out their current incomes during the life span. A consequence of this phenomenon is
also unspent income that remains versus the end of one’s life. Of course, if we assume
perfectly efficient capital markets, this problem will be resolved, i.e. by the provision of
annuities, and these types of transfers will be very rare. The voluntary transfers and the
capitalist ones are described as driven either by the motives of altruism or exchange and are
also explained above.

2.3.3  Family transfers as public goods

Considering that intra-family transfers are mostly seen as contributions to public goods
(e.g. transfers to children or younger generations by their parents) they have important
policy implications and have received a lot of attention. In this sense, families are
substituting for capital markets, children care, and other public goods which cannot be
provided by governments or markets. In countries where such services are missing intra-
family transfers are seen as a part of risk sharing strategies.

In fact, if we consider family transfers as contributions to public goods, than transfers
predicted by altruism theory (and to a greater extent also exchange theories) are subject to a
“crowding-out” effect over public provided transfers (e.g. if enough resources to cover the
effect of negative events are available through alternative public or private transfers or if the
services are provided from other sources than the intergenerational transfers can be easily
substituted). Yet, many researchers studying intra-family transfers (Guth, Offerman et al.
2002; Kohli and Kiinemund 2003) observe that even in those countries where such public
transfers/services are available, the private transfers do not completely disappear. This fact
calls for more attention to other motives that can complement (or even substitute) altruism
and exchange. Following this logic, James Andreoni (Andreoni 1989; Andreoni 1993)
extends the altruism hypothesis to the “impure altruism” hypothesis or to the “warm glow”
hypothesis. Andreoni argues that people usually contribute to a certain public good because
of two reasons; the first being because they simply demand for more of this public good
(what is called from Becker’s model the “altruistic” reason), and the second being because
they benefit some private goods from their gifts as well. Consequently, he implies that
utility of donor is dependent not only on total amount of the utility of both the donor and

24



TRANSFERRING TO FAMILY AND FRIENDS

the recipient, but also on the act of giving itself. In this case, the parents do not only care
directly for the well-being of their children but care also for the fact that they are giving to
their needy children. In fact, if a parent acts according to the “warm glow” principle than
the transfer is less dependent of the characteristics of the child. Andreoni argues that the
“crowding out effect” of the private transfers by public social transfers will never be
complete, as behaving according to the “warm glow” principles makes the private transfers
an imperfect substitute for the public ones.

2.34  Reciprocity in economics

Reciprocity has been also explored in economics. The definition used is not that
different from the one used by social anthropologists. Fehr and Géachter speak of reciprocal
behaviour as “...a desire to be kind or hostile in response to kind or hostile actions” (Fehr and
Gachter 1998). Similarly Falk and Fischbacher define reciprocal people as the ones who
“...reward kind actions and punish unkind ones” (Falk and Fischbacher 2006). What
distinguishes these behaviours from purely selfish behaviour is the fact that people
reciprocate such actions even if no gains can be expected in return. In everyday life people
often reciprocate gifts to complete strangers even knowing that they will (almost) never
meet them again, or take revenge even knowing that such actions would also harm
themselves. In ultimatum games! for example often low offers are rejected by the
respondents (Giith and Tietz 1990; Giith 1995; Hoffman, McCabe et al. 2008), or in trust
games!? participants reward the kindness of the first player (Anderhub, Engelmann et al.
2002; McCabe, Rigdon et al. 2003; Pillutla, Malhotra et al. 2003).

The discussion on whether reciprocal acts can be attributed to purely selfish behaviours
or to something else has been the centre of most of the theoretical models and
empirical/experimental tests in economics. Such models often treat reciprocity as a series of
repeated interactions where prosocial behaviour could be achieved as a stable equilibrium
between purely selfish actors. The self-interest of even the most selfish players coincides
with the self-interest of the other players, and reciprocity therefore is the situation where
everybody gains (Schokkaert 2006).

2.3.5 Other views

Other views and theories of intergenerational and family relationships have been
presented over the years. Looking beyond economical motives, Cox and Stark (1994) have
explored the hypothesis of ‘demonstration effect’ as one of reasons for the financial transfers
between parents and children. They stress the point that other theories of intergenerational
transfers may not always explain motives behind such transfers. Consequently, if we believe
that other motives (as the exchange or rewarding/punishment by means of anticipated
future bequests) may only mildly change the behaviour of children, than parents may have
also other reasons to transfer to their children. They introduce the idea of “preference

1t Ultimatum games take place between two players A and B who have to divide a fixed amount. The proposer A
offers a certain share to the responder B who can accept or reject it. If B rejects the offer, both A and B receive nothing.
2Trust games are also played between players A and B. The first player A may choose between non-cooperating or
trusting the second player B. When the first player A decides to trust player B, the later may decide to respond back to
player A by choosing between exploitation or rewarding.

25



CHAPTER 2

shaping’, which hypothetically should be a mechanism that is used by parents (in this case)
for reinforcing and securing the exchange and support from their offspring generations. The
‘demonstration effect’ assumes that parents demonstrate to young generations the way they
should behave by setting them an example. The example is their benevolence towards elder
generations, or grandparents. The presence of the child and her/his characteristics would
affect frequency and extent of transfers from parents to grandparents.

24 The empirical evidence on intergenerational and family transfers

The available empirical work investigating rationales behind family transfers has been
rapidly growing in the last decades. The increased interest in understanding family
processes, the latest development in theoretical work, and availability of data for more
countries have been the determinant factors in attracting more researchers to investigate
these relationships.

Yet, despite the growing body of evidence, summarizing the findings within the same
framework would be a challenging task that would require a consensus on some
fundamental issues, like; variability in the design and collection of the questionnaires,
differences in defining the family transfers, the extent of the details available on
characteristics of both the donor and the receiver, differences in institutional frameworks for
countries where data are collected, and also the variability of technical tools used in these
analyses.

The vast majority of empirical papers concentrate on testing two basic hypotheses of
family transfers: the altruism and the exchange. Table A2.1 (see the annex) gives an
overview for some of the papers studying the family transfers, their focus and their main
findings.

Most of the studies focusing on the general aspects of the family transfers have found
that monetary transfers within a family flow primarily from old to young generations
(Altonji, Hayashi et al. 1992; Cox and Rank 1992; Gale and Scholz 1994; McGarry and
Schoeni 1995; Altonji, Hayashi et al. 1997). Gale and Scholz (1991) also find that the
probability of giving inter-vivos transfers increases with age, peaking at ages 55 -64. This is
also supported by other studies suggesting for an age effect on the probability of
transferring to children.

In general, most of the findings on inter-vivos transfers suggest for parents to children
altruism motives (McGarry and Schoeni 1995; Dunn and Phillips 1997; McGarry 1997;
Barnet-Verzat and Wolff 2002; MacDonald and Koh 2003). According to these facts, parents’
transfers to their children appear to be sensitive to any drop in children’s incomes. These
models test for altruism motives (fluctuations in receiver’s income has been used very often
as a test of altruism model), and also other exchange motives (e.g. other services exchanged
between the two parties). Rosenzweig and Wolpin's (Rosenzweig and Wolpin 1993) found
that a $5,000 increase in the adult child's earnings reduces the probability of co-residing by
11.1 percent and reduces the probability of receiving a monetary transfer while not residing
at home by 10.9 percent. Altonji et al., using data from the Panel Study of Income Dynamics
in the United States found that the respondent's income has a negative effect on the amount
of transfers received from parents (Altonji, Hayashi et al. 1992). McGarry and Schoeni (1995)
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using data from Health and Retirement Study reveal that larger financial transfers are given
to adult children with lower income, and this result holds when they look within families by
controlling for family fixed effects (McGarry and Schoeni 1995). Dunn and Phillips (1997)
using data from Asset and Health Dynamics of the Oldest Old study also find that inter-
vivos transfers are more likely to be given to poorer children within a family, but that
children of different income levels are equally likely to receive parental transfers at the time
of the death of a parent.

A series of other papers suggest that there is something more than altruism going on
between family members. Many papers find that exchanging financial transfers for transfer
of time and care is also a strong and evident motive for intergenerational transfers (Cox and
Rank 1992; Cox, Eser et al. 1996; Light and McGarry 2004; Koh and MacDonald 2006).
Usually the evidence shows that time is exchanged for money, but there are also a couple of
studies suggesting that there is a flow of money that people invest for building their
children’s human capital. Most studies focusing on human capital aspects have found that
individuals with more years of schooling give and receive greater amounts of money
transfers (Cox and Rank 1992; Lillard and Willis 2002, Barnet-Verzat and Wolff 2002;
Kalmijn 2005;). Parents who transfer more to their children are also parents who invest more
in their children. Using a sub-sample from Netherlands Kinship Panel Survey data Kalmijn
(2005) finds no clear evidence that the educational differences play a role in the financial
exchange within the family.

2.5 Giving to family and friends and the role of economics

The explanations of the motives behind transfers to kinship and friends certainly
require a multidisciplinary approach. Economists have already started to use the evidence
found by other disciplines to explain the consequences of such motives in the context of
individual self-interest driven behaviours. However, the evidence brought over the last
decades shows that individuals may also have good reasons to transfer to their family or
non family members even when the gains are not immediate or clearly visible. Altruistic
behaviour is accepted now more and more among economists as a possible motivation for
private transfers to family and friends. But accepting such motivations is only one step. The
next step is to understand how individuals would adapt their transfers to family members
when multiple givers/receivers are involved. Economics may use the recent findings of
other disciplines to explain the substitutability or complementarity of transfers over family
members and friends. For example the new evidence on altruistic motives raises further
questions on how individuals will adapt their giving behaviour when they have to deal both
with family and friends? Would transfers to/from such members serve as substitutes or
complements to transfers to/from friends? How would transfers from benevolent
individuals change when similiar family members are involved? Interactions and transfers
are also often spread over time and over multiple family members and/or friends. How
would the transfers of benevolent individuals change in this context? How do these
transfers change if they move in another place?

The next sections give the evidence that exists on family transfers among different
family members (e.g. between own children), non-family members (e.g. family and non-
family members) and also over time and space.
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2.5.1 Transfers over different children

Transfers from parents to children are certainly the most intense transfers within the
family. Such transfers usually involve money, time or other resources and can be
determined by both characteristics of parents and children. But, what would happen if
multiple children are involved and when the parents need to decide on “to whom?” to
transfer and “what”? Would the transfers to a child be dependent on the transfers to the
other?

From the basic form of the altruism model (see Appendix 7.1) the utility function of a
parent transferring to more than one child could be written as:

U, =U, €U0 Ui (Cn) (2.1)

where U . is the utility of the parent, c, is the consumption of the parent, and Cyy and
c,, are the consumption of child 1 (k1), and child 2 (k2). On the other hand, the consumption
of the child 1 and child 2 is determined by their own incomes y, and vy, as well as the
transfers from the parents t,, and t,, (where t indicates the transfers to child 1 and 2). The

budget constraints for the parent, child 1 and child 2 (under the assumption that the price of
the gifts is equal to 1) will consequently be written as:

Y, =Cp 1, +1,

(2.2)
Co =Yty (2.3)
Cr = Yo Tl (2.4)

This is under the assumption that the parent can choose independently on the
allocation of gifts to child 1 and child 2. But if we assume that the parent divides his/her
total gifts between child 1 and child 2 so that the total amount of gift Tis T = t,, +t,, then

the contributions to each child can be written as:

t, =aTl 25)

t =(1-a)T (2.6)

where the coefficient o represents the extent of transfer substitutability between the
children. The maximization problem for the parent p doesn’t change much from that of the
single child model (see also Becker 1981) and becomes:

maxy , =U (c,,U, (c,),U,,(C,)) (2.7)
St Co+C +Cy =Y, + Vi + Yyt 20,and t, >0 (2.8)

The solution to such model would simply show that an altruist receives the same utility
from an increase of own income or the income of any children (see also Becker 1981, pp:287).
But, the relative transfer to any of the children will depend on the fact to whether such
transfers are seen as perfect substitutes to each other. Of course, this theoretical setting
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becomes more complicated when different types of transfers are brought into the model and
when the interdependency of all these inter-vivos transfers from the parent to both children
are taken into account.

Previous studies have focused more on the distribution of bequests from parent to their
children. This evidence shows that parents distribute equally the amounts left to their
children (Menchik 1980; Dunn and Phillips 1997; Jellal and Wolff 2007). This fact questions
the proposition of the altruism model stating that the needy get more in terms of transfers
(so that they can compensate their drops in utility). Light and McGarry (2004) mention that
often parents tend to play ‘favourites’ by giving unequally transfers to their children. They
look specifically at bequests, i.e. inherited real estate, and explore questions on the reasons
of giving equal/unequal transfers. They analyse the reasons behind transfers of bequests and
mention among other motives; altruism (people give transfers according to children’s
needs), exchange (particular children have given more than others in earlier relationship),
evolutionary (favouring biological children), and equality (children are seen equally).

The evidence on simultaneous inter-vivos transfers is still mixed. Studies looking at
intergenerational altruism show that inter-vivos transfers are used from parents to equalize
children’s welfare (McGarry and Schoeni 1995; Dunn and Phillips 1997; McGarry 1997;
Barnet-Verzat and Wolff 2002; MacDonald and Koh 2003). This effect derives directly from
the altruism hypothesis according to which altruistic parents tend to transfer to the needier
children. These kind of transfers are often called ‘compensatory” transfers (compensating for
drops in the utility of children).

But parents do not only transfer to the needy child. Stark and Zheng (Stark and Zhang
2002) argue that in fact parents may choose to transfer non-compensatory inter-vivos to
their children. Parents may simply support the more competitive children relying also on
the between-siblings altruism. An additional reason that may lead parents to transfer non-
compensatory transfer may also be the equity concern towards all children. This latter one
may lead parents to transfer to all of the children simultaneously.

Bernheim and Severinov (Bernheim and Severinov 2003) develop a theoretical model
showing the distribution of parent’s transfers to multiple children when information is
available to all parties. They conclude that transfers tend to be equal when they are
observable to all children, and that the same argument could be brought to argue for
unequal distribution of inter-vivos transfers.

Economists have managed to test hypotheses like altruism or exchange when transfers
are directed to one of the family members (usually one of the children). However,
interaction of family members tends to be multidimensional and transfer types tend to be
related to each other. Moreover, family members consider more than one family member
when deciding to interact and transfer. Testing for altruism or exchange reveals only a part
of the nature of these transfers, other dimensions are still to be explored.

2.5.2 Transfers over relatives and non-relatives

The transferring web becomes even more complex if other non-relatives are considered.
While generally in economics, altruistic or non-altruistic models are primarily studied based
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on intergenerational relations people have also interactions with their non-family members
of kinship networks. The incidence and the amount transferred to non-family members tend
to depend much more on the institutional setting of the particular country but evidence
shows that such transfers are not to be neglected even in the context of countries with
developed social welfare systems.'?

While evidence brought from other social sciences has shown that theoretically motives
for private transfers to non-relative members may differ from those for more close relatives
(Hamilton 1964; Trivers 1971), the question here is how differently will individuals behave
towards other members of their kin. While it is true that feeling of guilt and shame reinforce
kinship or group numbers and these in return may enhance caring and altruism (Cox and
Fafchamps 2006) or reciprocity (Mitrut and Nordblom; Fehr and Géachter 1998; Fehr,
Kirchsteiger et al. 1998; McCabe, Rigdon et al. 2003) even among non-family members (see
also Annex 7.2) a couple of questions still remain. Would the same persons behaving
altruistically towards their offspring behave the same also towards their non-family kinship
members? Would individuals behave altruistically towards all members of their kinship, or
would the scarcity of resources constrain them in a strategic allocation of resources among
them?

James Andreoni (Andreoni 2007) explains that altruism towards multiple members of a
group can be congestible.14 In other words this means that altruism towards each member
of the extended network of family and friends will depend on the number of people in this
network. Andreoni argues that individuals will still behave altruistically but the amount
given to each person will decline. A very important aspect here is the identification of the
other individuals as members of a group (Andreoni’s approach assumes that individuals
treat similarly the individuals within the group). However, it is not very clear how people
will treat relative and non-relative in these circumstances. Will for example children and
friends be complements or substitutes to each other. Will people still be reciprocal to their
friends even when the number of children increases?

2.5.3  Transfers over time and space

Time affects the relationships and transfers between relatives and non-relatives. Past
transfers are certainly correlated with the present ones. Moreover, changes affecting the
structural settings of kinship networks can also affect the patterns of transfers. One of the
main factors affecting people’s kinship networks is certainly non-circular migration (being
this internal or international) (Blumberg & Bell, 1959). Duke-Williams (2009) argues that
mobility and migration are key drivers in changes in households. Previous studies have
shown that permanent internal migration has pervasive effects on families and kinship
networks. Peoples’” mobility contributes to the separation of households and the creation of

13 Using the US Panel Study of Income Dynamics Robert Schoeni (Schoeni 1997) showed that 2 per cent of individuals
in the sample give a money transfer to their friends, and 1.5 per cent of them receive from them. Cox et al (Cox, Eser et
al. 1996) using data from Peruvian Living Standards Survey, found that around 14.2 per cent of individuals exchanged
with their non-relatives.

14 In his paper “Giving Gifts to groups: How altruism depends on the number of recipients” Andreoni explains that for
an average altruistic person a gift of the amount x given to another person is equivalent to the one given to a Group
where everybody receives x/n%.
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new households. Networks of support also change and the role of the closest family
members may increase or decrease. From an economic perspective is important to see how
people will adapt to these changes by changing the combination of family members on
whom they rely upon or by “opening up” to new non-relatives.

2.6 Final remarks

Motives for private transfers are studied extensively from psychology, sociobiology and
anthropology. Sociologists on the other hand have constructed models of family solidarity
taking into account many different aspects of family and non-family exchanges. In the last
decades economists have become more interested in explaining the particular behaviours
that trigger the support between family and non-family members, and the complexity of
such support. For this they have continuously borrowed concepts like altruism or
reciprocity from other social sciences. The altruistic behaviour is more and more accepted in
the light of the new findings. But accepting such motivations is only one step. Economics
may exploit its comparative advantages over other disciplines in understanding how the
interactions between family members may affect such motivations, and how this in return
may influence the transfer patterns between the same family members.

Economic models up to date are mostly used to test hypotheses like altruism or
exchange when transfers involve one of the family members (usually one of the children).
Yet the multidimensional aspect of transfers and the interdependence of relationships
between family members and friends have shown that there is much more to say about the
reaction of such transfers in these situations. Testing for altruism or exchange reveals only a
part of the nature of these transfers, other dimensions are still to be explored. Economic
models may certainly explore whether people tend to see giving to family and friends as
complements or substitutes, or whether different transfers will be used as complements or
substitutes to each-other. Moreover, in the same line, from an economic perspective is
important to see how people will adapt their transfers to other relatives or non relatives over
time or when facing structural changes in their networks because of phenomena like
migration. Blumberg and Bell (1959) argue that rural to urban migration changes the
structure of kinship relationships.
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2.7  Appendixes

2.71  Altruism and exchange in economics

From an economical perspective a person is considered altruistic with respect to another
if his/her welfare depends on the welfare of this other person. This definition implies that
for example altruistic parents will care for the wellbeing of their children, or in other words
they will receive utility both from their own consumption and also from their children’s
consumption. In this case the utility function is written as:

U, =U,(€,.V (6D (29)

where U is the utility of the parent, ¢ and c,are the consumption of the parent (p)

and the child (k). On the other hand the consumption of the child is determined by his/her
own incomes Y, and transfers from the parentsT . The consumption function of the child is

therefore:

C=Y+T 2.10)
Of course, this model is a static model that does not take into account incomes or
consumptions in the periods different that ¢, and therefore savings are excluded.

The above model of altruism has been used for a long time to test for intergenerational
relationships and the altruistic motives behind them. Cox and Rank (1992), developed this
model further in order to test the hypotheses of altruism and reciprocity. In their model they
introduced also the concept of the services exchanged between the two individuals (the
donor - the parent in this case, and the recipient — the child). The utility function of the
donor in this case is:

U, :U(cp,s,V(ck,s)), @11)

where s now denotes the services provided to the parent by his/her own child. Cox and
Rank note that this equation features both altruism and exchange hypotheses.

2.7.2  Reciprocity in economics

Reciprocity in economics is usually defined as rewarding kind actions (e.g. by
reciprocating a gift) or punishing unkind ones (e.g. by not transferring a gift to some one
who have not reciprocated in the past). In the perspective of a two person relationship this
would be the situation where each of them respectively transfers g i and g i where g is a

vector of different transfers (e.g. financial, services, advice, etc). The utility function of
individual i would be expressed in terms of own endowmentxi, other person’s

endowment X ;s own gift to the other person 9y and the gift received back 9

U, =U;(X, -0 +gji:gij:gjiaxj + 0 _gji)a (2.12)
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The inclusion of the other person endowment is considered as altruism towards the
other individual (utility U, therefore increases when the amount of gifts increase). The

inclusion of the own gift (to the other person) may indicate personal motivation for transfers
(e.g. duty or moral obligations) while the inclusion of the other person’s gift indicates
preferences on reciprocity values (e.g. balance, matching, compensatory, etc).

33



CHAPTER 2

2.8  References

Altonji, J. G., F. Hayashi, et al. (1992). "Is the Extended Family Altruistically Linked? Direct Tests Using
Micro Data." American Economic Review 82(5): 1177-98.

Altonji, J. G., F. Hayashi, et al. (1997). "Parental Altruism and Inter Vivos Transfers: Theory and
Evidence." The Journal of Political Economy 105(6): 1121-1166.

Anderhub, V., D. Engelmann, et al. (2002). "An experimental study of the repeated trust game with
incomplete information." Journal of Economic Behavior & Organization 48(2): 197-216.

Andreoni, J. (1989). "Giving with Impure Altruism: Applications to Charity and Ricardian Equivalence."
The Journal of Political Economy Vol. 97(No. 6): 1447-1458.

Andreoni, J. (1993). "An Experimental Test of the Public-Goods Crowding-Out Hypothesis." The
American Economic Review 83(5): 1317-1327.

Andreoni, J. (2007). "Giving gifts to groups: How altruism depends on the number of recipients."
Journal of Public Economics 91(9): 1731-1749.

Arrondel, L. and A. Masson (2001). "Family Transfers Involving Three Generations." The Scandinavian
Journal of Economics 103(3): 415-443.

Baker, L. D. (2008). Speaking about anthropological theory. A history of anthropological theory. P. A.
Erickson and L. D. Murphy, Higher Education University of Toronto Press Incorporated 2008.

Barnet-Verzat, C. and F.-C. Wolff (2002). "Motives for pocket money allowance and family incentives."
Journal of Economic Psychology 23: 339-366.

Barro, R. J. (1974). "Are Government Bonds Net Wealth?" The Journal of Political Economy 82(6): 1095-
1117.

Batson, C. D. (1991). The altruism question: Toward a social-psychological answer. Hillsdale, New
Jersey, Lawrence Erlbaum Associates Inc.

Batson, C. D. and A. A. Powell (2003). Altruism and prosocial behavior. Handbook of Psychology. T.
Millon and M. J. Lerner. New Jersey, John Wiley and Sons Inc. Volume 5: Personality and Social
Psychology.

Becker, G. S. (1974). A Theory of Social Interactions. NBER Working Papers, National Bureau of
Economic Research, Inc.

Becker, G. S. (1976). "Altruism, Egoism, and Genetic Fitness: Economics and Sociobiology." Journal of
Economic Literature 14(3): 817-826.

Becker, G. S. (1981). A treatise on the family. Cambridge, Mass., Harvard University Press.

Bengtson, V. L. (1993). Is the "Contract Across Generations" Changing? Effects of Population Aging on
Obligations and Expectations Across Age Groups. The Changing Contract Across Generations V.
L. Bengtson and W. A. Achenbaum. New York, Walter de Gruyter, Inc.

Bengtson, V. L. and P. S. Oyama (2007). Intergenerational solidarity: strengthening economic and social
ties. Department of Economic and Social Affairs, Division for Social Policy and Development.
United Nations Headquarters, New York.

Bengtson, V. L. and R. E. L. Roberts (1991). "Intergenerational Solidarity in Aging Families: An Example
of Formal Theory Construction.” Journal of Marriage and Family 53(4): 856-870.

Bergstrom, T. (1994). A Survey of Theories of the Family. Labor and Demography, EconWPA.

34



TRANSFERRING TO FAMILY AND FRIENDS

Berkowitz, L. (1972). Social Norms, Feelings, and Other Factors Affecting Helping and Altruism.
Advances in Experimental Social Psychology. L. Berkowitz. New York, USA, Academic Press, Inc.
Volume 6.

Berkowitz, L. and L. R. Daniels (1664). "Affecting the salience of the social responsibility norm: effects of
past help on the response to dependency relationships." The Journal of Abnormal and Social
Psychology 68(3): 275-281.

Berkowitz, L. and K. G. Lutterman (1968). "The Traditional Socially Responsible Personality." The Public
Opinion Quarterly 32(2): 169-185.

Bernheim, B. D. and S. Severinov (2003). "Bequests as Signals: An Explanation for the Equal Division
Puzzle." The Journal of Political Economy 111(4): 733-764.

Bester, H. and W. Giith (1998). "Is altruism evolutionarily stable?" Journal of Economic Behavior &
Organization 34(2): 193-209.

Bordens, K. S. and 1. A. Horowitz (2001). Social psychology. New Jersey, USA, Lawrence Erlbaum
Associates Inc.

Chiappori, P.-A. (1988). "Rational Household Labor Supply." Econometrica 56(1): 63-90.

Cigno, A., G. C. Giannell, et al. (1998). "Voluntary transfers among Italian households: altruistic and
non-altruistic explanations.” Structural Change and Economic Dynamics 9: 435-451.

Cox, D., Z. Eser, et al. (1996). Motives for private transfers over the life cycle: An Analytical Framework
and Evidence for Peru. Boston College Working Papers in Economics, Boston College Department
of Economics.

Cox, D. and M. Fafchamps (2006). Extended Family and Kinship Networks: Economic Insights and
Evolutionary Directions. Handbook of Development Economics. 4.

Cox, D. and F. Raines (1985). Interfamily Transfers and Income Redistribution. Horizontal Equity,
Uncertainty, and Economic Well-Being. M. David and T. Smeeding, National Bureau of Economic
Research, Inc: 393-426.

Cox, D. and M. R. Rank (1992). "Inter-Vivos Transfers and Intergenerational Exchange." The Review of
Economics and Statistics 74(2): 305-314.

Dunn, T. A. and J. W. Phillips (1997). Do parents divide resources equally among children? Evidence
from the ahead survey. Aging Studies Program Paper Syracuse, New York 13244-1090, Maxwell
Center for Demography and Economics of Aging.

Dunn, T. A. and J. W. Phillips (1997). "The timing and division of parental transfers to children."
Economics Letters 54(2): 135-137.

Eisenberg, N. (2000). Handbook of emotions. Handbook of Emotions. M. Lewis, J. M. Haviland-Jones
and L. F. Barret. New York, USA, The Guilford Press: pp. 677-691.

Erickson, P. A. and L. D. Murphy (2008). A History of Anthropological Theory, Higher Education
University of Toronto Press Incorporated, Broadview Press.

Falk, A. and U. Fischbacher (2006). "A theory of reciprocity." Games and Economic Behavior 54(2): 293-
315.

Fehr, E. and S. Géachter (1998). "Reciprocity and economics: The economic implications of Homo
Reciprocans." European Economic Review 42(3-5): 845-859.

Fehr, E., G. Kirchsteiger, et al. (1998). "Gift exchange and reciprocity in competitive experimental
markets." European Economic Review 42(1): 1-34.

35



CHAPTER 2

Gale, W. G. and J. K. Scholz (1994). "Intergenerational Transfers and the Accumulation of Wealth." The
Journal of Economic Perspectives 8(4): 145-160.

Glaeser, E. L. (2004). "Psychology and the Market." The American Economic Review 94(2): 408-413.

Gouldner, A. W. (1960). "The Norm of Reciprocity: A Preliminary Statement " American Sociological
Review 25(2): 161-178.

Giith, W. (1995). "On ultimatum bargaining experiments -- A personal review." Journal of Economic
Behavior & Organization 27(3): 329-344.

Guth, W., T. Offerman, et al. (2002). "Are family transfers crowded out by public transfers? ." Scand. J of
Economics 104(4): 587-604.

Giith, W. and R. Tietz (1990). "Ultimatum bargaining behavior: A survey and comparison of
experimental results." Journal of Economic Psychology 11(3): 417-449.

Hamilton, W. D. (1964). "The genetical evolution of social behaviour. I." Journal of Theoretical Biology
7(1): 1-16.

Hamilton, W. D. (1972). "Altruism and Related Phenomena, Mainly in Social Insects." Annual Review of
Ecology and Systematics 3(1): 193-232.

Hoffman, E., K. McCabe, et al. (2008). Chapter 46 Reciprocity in Ultimatum and Dictator Games: An
Introduction. Handbook of Experimental Economics Results, Elsevier. Volume 1: 411-416.

Hoffman, M. L. (1981). "Is altruism part of human nature?" Journal of Personality and Social Psychology
Vol 40(1): pp. 121-137.

Hoffman, M. L. (1991). "Is Empathy Altruistic?" Psychological Inquiry 2(2): 131-133.
Jansen, L. T. (1952). "Measuring Family Solidarity." American Sociological Review 17(6): 727-733.

Jellal, M. and F.-C. Wolff (2007). "Gifts, bequests and family incentives." Economics Letters 94(3): 313-
318.

Kalmijn, M. (2006). "Educational inequality and family relationships: Influences on contact and
proximity." European Sociological Review 22: 1-16.

Khalil, E. L. (2004). "What is altruism?" Journal of Economic Psychology 25(1): 97-123.

Knafo, A. and R. Plomin (2006). "Parental discipline and affection and children's prosocial behavior:
Genetic and environmental links." Journal of Personality and Social Psychology Vol 90(1): 147-164.

Koh, S.-K. and M. MacDonald (2006). "Financial Reciprocity and Elder Care: Interdependent Resource
Transfers." Journal of Family and Economic Issues 27 420-436.

Kohli, M. and H. Kiinemund (2003). Intergenerational Transfers in the Family: What Motivates Giving?
V. L. Bengtson and A. Lowenstein. New York, Global Aging and Challenges to Families: 123-142.

Kolm, S.-C. (2006). Introduction to the Economics of Giving, Altruism and Reciprocity. Handbook on
the Economics of Giving, Reciprocity and Altruism. S.-C. Kolm and J. M. Ythier, Elsevier. 1: 1-114.

Kolm, S.-C. (2006). Reciprocity: Its Scope, Rationales, and Consequences. Handbook on the Economics
of Giving, Reciprocity and Altruism. S.-C. Kolm and ]. M. Ythier: 371-541.

Komter, A. E. (2004). Gratitude and gift exchange. The psychology of gratitude. R. A. Emmons and M.
E. McCullough. New York, Oxford University Press, Inc.: 195-213.

Kotlikoff, L. J. and A. Spivak (1981). "The Family as an Incomplete Annuities Market." The Journal of
Political Economy 89(2): 372-391.

Kotlikoff, L. J. and L. H. Summers (1981). "The Role of Intergenerational Transfers in Aggregate Capital
Accumulation." The Journal of Political Economy 89(4): 706-732.

36



TRANSFERRING TO FAMILY AND FRIENDS

Light, A. and K. McGarry (2004). "Why Parents Play Favorites: Explanations for Unequal Bequests." The
American Economic Review 94 (5): 1669-1681.

MacCormack, G. (1976). "Reciprocity." Man 11(1): 89-103.

MacDonald, M. and S.-K. Koh (2003). "Consistent Motives for Inter-Family Transfers: Simple Altruism."
Journal of Family and Economic Issues 24(1): 73-97.

Marco, P., G. Marcello, et al. (2003). The personal norm of reciprocity. 17: 251-283.

Masson, A. and P. Pestieau (1997). Bequest Motives and Models of Inheritance: A Survey of the
Literature. Is Inheritance Legitimate?: Ethical and Economic Aspects of Wealth Transfers. G.
Erreygers and T. Vandevelde. Berlin - Heidelberg, Springer-Verlag.

Mauss, M. (1969). The Gift: Forms and functions of exchange in archaic societies. London, Cohen &
West Ltd.

McCabe, K. A., M. L. Rigdon, et al. (2003). "Positive reciprocity and intentions in trust games." Journal of
Economic Behavior & Organization 52(2): 267-275.

McGarry, K. (1997). Inter Vivos Transfers and Intended Bequests Working paper NBER Working Paper
Series. Massachusetts, Cambridge National Bureau of Economic Research

McGarry, K. and R. F. Schoeni (1995). "Transfer Behavior in the Health and Retirement Study:
Measurement and the Redistribution of Resources within the Family." The Journal of Human
Resources. Special Issue on the Health and Retirement Study: Data Quality and Early Results 30(0):
5184-5226.

Menchik, P. L. (1980). "Primogeniture, Equal Sharing, and the U.S. Distribution of Wealth." The
Quarterly Journal of Economics 94(2): 299-316.

Mitrut, A. and K. Nordblom "Social norms and gift behavior: Theory and evidence from Romania."
European Economic Review In Press, Corrected Proof.

Pillutla, M. M., D. Malhotra, et al. (2003). "Attributions of trust and the calculus of reciprocity." Journal
of Experimental Social Psychology 39(5): 448-455.

Rosenzweig, M. R. and K. I. Wolpin (1993). "Intergenerational Support and the Life-Cycle Incomes of
Young Men and Their Parents: Human Capital Investments, Coresidence, and Intergenerational
Financial Transfers." Journal of Labor Economics 11(1): 84-112.

Rushton, J. P. (1976). "Socialization and the altruistic behavior of children." Psychological Bulletin 83(5):
pp: 898-913.

Rushton, J. P. (1979). Effects of Prosocial Television and Film Material on the Behavior of Viewers.
Advances in Experimental Social Psychology. L. Berkowitz. New York, USA, Academic Press, Inc.
Volume 12.

Schieffelin, E. L. (1980). "Reciprocity and the Construction of Reality." Man 15(3): 502-517.

Schokkaert, E. (2006). The Empirical Analysis of Transfer Motives. Handbook on the Economics of
Giving, Reciprocity and Altruism

S.-C. Kolm and J. M. Ythier, Elsevier. 1: 127-181.

Shwartz, S. H. (1977). Normative Influences on Altruism. Advances in Experimental Social Psychology.
L. Berkowitz. New York, USA, Academic Press, Inc. Volume 10: 221-275.

Smith, A. (1759), The Theory of Social Sentiments (1969, Indianapolis, Liberty Classics).

Stark, O. and ]. Zhang (2002). "Counter-compensatory inter-vivos transfers and parental altruism:
compatibility or orthogonality?" Journal of Economic Behavior & Organization 47(1): 19-25.

37



CHAPTER 2

Trivers, R. (2006). Reciprocal altruism: 30 years later. Cooperation in Primates and Humans: 67-83.
Trivers, R. L. (1971). "The Evolution of Reciprocal Altruism." The Quarterly Review of Biology 46(1): 35.

Wilson, DavidS. and Edward O. Wilson (2007). "Rethinking the Theoretical Foundation of
Sociobiology." The Quarterly Review of Biology 82(4): 327-348.

38



TRANSFERRING TO FAMILY AND FRIENDS

‘sisayjod Ay 1ooyrad wr woIj pue
a8uepxa a3 103 Sunyedrpur ayj Jo J03y50 .mw>EME.o:Mcoou .N.E;MH@ mewwmu Guno£ 03 pro Y 10 TE101 & WOt SUY wedn mﬁz 9 g zauuurf
9SEAIDUT SOUIODUT I9JSuer) oY) se om s ) 3 %L 61 "USIPII 191 wroxy Surmory 601530 15303 J S ueqm v T 6 “7 198y
-oid o gt 1ojsue e Burardal se Afueypxa mow Qwo.mmowu:wéa MMHAMM Jﬂwﬂﬂm stoysuen Kaaing sprepuejg Surar :S\:@MM : ° “axed
j0 Aysuadoid pasearoug pue wsmuy 16303 943 §O %6'ST P TenpLApUl Aouoy S SPIEPUEIS SUIAYT Ul d T
"SJUd ¢
uey) ssa] Aq 1ejsuer) rejuared —
Ot SSIMPaT SUIOIUL S, PI> URIPTIYD S} YIM pue sjuared sared pyp S
o4 03 1 JO uotnpal € pue ST 9p15a1-00 syuared ayy Jo 9, ¢ UMD -juared sapnput adures d THOREON
‘S0 g Uy} $89] Aq ULIP[IYD wstmare Ppap! 1 130 % 6'9 39q ¥ 20¥E sapnput 9y UL 6 ~g vyseery
01 ToTS LB T5U1 SSoNPaI TejuareJ URIP[IYP I13Y]} 0} SIdJSuer) s1aJsuer) 8861 6 . H Lo
J ®E~0u W: mu:M‘:.w mswo COMMudwmw Ksuow aae3 syuared ay3 Jo 9, 70T moﬂwﬂmﬂw sorwreud( awoou] Jo Apnig aued SN 1 2 fruary
v “sisayjodAy wsmire HhIoi
oy Jo uondafar e Afrerauan)
% £'9 dWoy
‘SI9JSURI} I0] 1B SUIAI[ JOU ‘9, ¢ WOy J& SuIAl] suonerousd I9A0 10 8T paSe USIP[IP 8/9°9T
Kysuadoxd ayp syuared 03 s1ajsuern) awry GYH :mm\s.u 2 oum 219U MS[d IAT] 861 ] PUE G
pue sawodur \ %9 dWoY pue Kouow va:\o&mmp B JIM 9AT] T99’C Eom\s . S—
Sy ueemiaq  Je SUIAT[ J0U ‘9, g'9T SwoY Je SuIAl [P — jo ‘ordures ayy ur UAIPIP 668°/T . i K1xe5y
"SOATJOWI WSITI)[e uorje[a1 Ay} sjuared 03 s19ysueI} Ysed SH dngsuonear 8861 “(AISd) sorwreud(q ks W
107 Sunsad8ns ‘s1ajsuen) pue ‘saarjour % "0z dwoy ﬁ.M ) ?muﬁmm awoouy Jo Apnyg pue g pue (SYH) t
PpUE SUIODUT S, USIP[IYD oUSIIY e SUIAT[ JOU ‘9, "G dWOY Je SuIAT| P A9AING JUSWIDITIOY PUE YI[EdE] SN
ueamjaq drysuorye[ar aareSoN URIP[IYD 03 SIJSUeI) Ysed SyE
IedA Tenyoe o) Sunmnp
"SOATJOWI WSITI)[e o dpay pue yoe3u0 ‘(039 ‘sSurqrs
9y} Uy} ORI SI9JSuer) SFUpUox Ny M ‘syuared) soATe[RI WIOI] STEAA ¢ .
9} USALIP ARy 03 A[oNT] Em:M d UOT}EULIOJUT OU L S Mﬁ aATy Jsed a1} I0A0 PIATEDAI SYID) 6 i Na x:wm
QIOW dIE SIATIOW dFUBDXD el or Ew :www u papnpur syy Z10€T 6 axes
ap uey 3s933ns s3urpurg " i 8861-£861 SP[OYISNOH r
pue sarfrwre jo £oAIng reuoreN SN
SONIANIL NIV Y04 aaLSIL $Nd04d/
W SYHISNVUL 10 MO viva uvix YOHLNY
SISTHLOIAH JIHSNOLLV13Y

sdafsuvag Apunf 1of saangous uo aduapiaa woradwg 17V d[qel

xauuy 6°C

39



CHAPTER 2

[9POW }SAISUI-J[3S IFd1en)s -sjuore ] 1eaf 150
(s39sse pue sgurures Guideys URIPIY 0} SpuaLy Gurmp yy ay) apIsIno saAne[aI 0} 8
s, I0UOP 3} JO 193133 MO] dUAIdAI] sjuared woiy s1ajsueI) 3 JO %88 pue saanjelpar D (0S¢ Uey) 198319 s1aysuern; yseD 6 , A obnd
A10A) BYEp 1) A PIOIPRIUOD a8ueypxy POAISRI SYY JO 97T Ay} usIMI] SUU 8818 PUE S[ENPIAIPUT 0£6HT 6 2 Mzwscmmo
9q 03 readde [opowr a3ueyoxe wsImny 10 papuey syy Jo %, %91 OATA-I9}UL 1661 s198pnq 1 v oud
orduurs ayy pue onsmay pue sysanbag Y jo £aains ATej jo sjueq oL,
w
SOWODUT 8 P “USIP[IYD 0} aures a1y} ur SUIAI] JOU pue T I9A0
JURLID 03 payerar AjSuons ou %% G st 3sonbaq syuared woiy USIP[IYD 6¥CHT PUR Y GE8Y LSV /
e Guraeay jo Lyiqeqord ay g, ysanbaq pue yy
are sysanbaq ayy a[rym ‘(a10W 6 ,
N wsmIyy \ %9°'F¢ St eyep QVAHY 10j pue sreak jsed ayy sures oy} ur SUIAT[ JoU pue g I9A0 . 3 ‘ArrendA
) e oo o gy TIPSO 01 UL T iodoSOSUED AP FASLOU O WIOSIH
Guranrp wisinue jo aduapIAg : - ° : i :
SOAIA-IDJU] I[edl pue 19ssy pue (SYH)
A9AING JUSWIDITIOY PUE YI[EdE] SN
WD} WIOIJ AT 9, €" ()7 PUe
saATOW sme[-u1/sjuared I21y) 03 I9jsuer)
SIaquISW
a10w 10§ 35988ns surpuy ayy oun e 9A13 S[ENPIATPUL 93 JO % FT Arrey 3ot0
INq “WISINIJ[E JO D USPIA SWOG [opour "9ATIDAI 9,G' PUE PUDLI - 1ea4
SIOJSUEI} ST} SIOUL JAIIII wsInae Ay} 1121y} 03 918 9, 7 “OATODAI 9,G'] pue pue H\Ebumsm jsey Sunmp djay awm pue Louo L
yreay rood ur senprarpuy 0 159} SATIR[I IDUI0 0 OAIS 9, /"] “OATO0DI QMMMMMQ papnpuI SYYy 07’9 M ¥ 1 Tud0Ydg
“UdAI3 ddUEB)SISSE e Se ouwodur 9%/ T pue Surqrs 1oy 03 9A13 9,/ T srogsuei 8861 SoTwreuA(] L
W} PUE PIATIII D UL)SISSE JO 5109132 AY L, QATIDRI 9,6°() PUE PIIYD I} 0} awoduy jo Apryg Pueg §n
Arejouowr 03 pajepar A[parnedou QI3 9,€°G DATIDAI 9,9° /] PUE SME] momw.ﬂ.mwm
aq 0} readde surures fenuuy -ur/syuared 1oty 03 1djsuer) Aouowr :
© OAI3 S[ENPIAIPUI 94} JO % T°E
USIPIP ) SUOWe SaOUSIIJIP
WIOdUT JO SSa[pIedar mm (uarpyIyd
sysonbaq
S[[im pue ‘sarrjod sdueInsur ssaujIm e aaey syuared ay3 Jo 916 a10W 10 0M] ATUO) USIPTIYD
SJI[ 5)STI) JO SALILIIJOUS] .H“WWMMMM s1eak (1 3sed sysanbaq pue GHT/ST JO [210] © pUe SII[TUIe] Q9% L
Se USIp[IYD [[e Sweu : 9} 19A0 dI0UI 10 $O00S JO Iojsuer) SOAIA-IJU] I19p[0 6 ‘M [ sdiyg
03 A[oNI] JsOur d1€ SjUdIE ] HMMMHMWMM e apew aaey sjuared Jo 9,0z drysuonjerax 10 ()£ pade are syuspuodsar Ay, 6 “y L uunq
“uIp[Iyd 12100d . 1eak jsed PIIYP - juare g VSN ow 1

SpIeMO] PIajOaIIp 9I0W oI

syuared ayp jo

9} I9A0 dI0W I0 $00S JO Iojsuer)

ur p[O 1s9pIO 2y Suowre sorwreudq

Ayrenba oy,
£33 pue ULIp[IY [[E 03 UdAIS e opeur aaey syuared Jo 9 Hg I[ESE] pue 19SSV Jo LoaIng
Apuanbaig ssay are s3518 ysed
“SyodTRW
renden pro 03 SunoAk

40



TRANSFERRING TO FAMILY AND FRIENDS

JuaIayJIp SUoure UOTEIIUL
pue defraa0 jo junowe

Kue uaa1d aaey 9, g'¢p pue ‘uny
03 310ddns jo puny Aue uaAIS aaey

1eak ysed aupy 10n0 dpoy

98xer e yym urayed xardwod siosuen 9% IS “ULIp[IYPpULIS 10 UIPIYD [BJUSWINLISUL PUE “UIP[HPPUeiS
re o N I purysq %C1G USIPIPP P Ayreprjos 10 USIp[IYP Jo d1ed upye; ‘suosiad €
e 10§ Sursa39ns souspiag : 0} s1ojsuer) UaAId aAeY 9,7 /T C 0 ‘H punuraumnyp
Ayreuonpuod Arurey reu Pa[qesIp 10§ 1ed S3II3 eI ueUL]
‘uawr “UD| 0 SIAJSUEI} USAIS 9ARY 9% 7" 0¢ 0 “IN IO
‘a3uexo orjerauddIojuy syuedonred gozz
uey) SuIAIS [euonIPUOd pIemoy ‘syuaredpueid 10 ‘mef-ur-syuared z
WSy GG 93e 2A0qE STEUOIIRU UBRULIIN)
SS3[ PUE [EUOTIPUOIUN PIEMO} ‘syuared wOI} SI9JSURI) PIATEOAI
9661 £oaing Surdy uewron)
SIOW U3 USWIOM [eraudd uf SARY PIMIIAIIIUIL Y} JO ‘9 /°G
(sueoy sueo[
uonjeonpa 10y SunsadSns) uoredINpd %€°9 USIPIIYD [[e WO SR
paforua are Ao uoym  jo juswkeday %€’ URIPIYP [[e O], eemIs
uRIp[IYP 03 Aouour 1djsuer} QoueINsur :oAnoadsiad mwu:,wmm UDIP[IYD I9P[O pue SIEIAGT z
03 AToNI[ 210U d1€ S)UdIe ] 3O wiIog s,91dnod 313 woiy s19ysueI} ADIATIG Ny IIY) Jnoge payse a1om s1eak G[ 0 [ "M SHIIM
saATIOW T30 15983 ns s1ajsuen) Se sIaJsuelr], %T°SS USIPIIYD [[e WO @o s IDA0 S[ENPIAIPUL ‘SP[OY3SNOY $7¢/ 0 “7 preqry
yons jo sapuanbaiy mo ayy Ing awmy 046" € USIP[IYd [[e O, %H M:wo _:MML €661 £oa1ng a1 A[Ture] ersauopuy z
awiry 10§ padueydxa ST Aouow pue Louow :aa1pdadsiad apdnoo ~.M ) M\m.ﬁw
e} BIPT U} YIIM JUDISISUOD ueaMIaq s juared a1y woxy s1ojsuer) ASUON PIP - Justed
A[peoiq are symsa1 ay], adueypxg
‘s1ajsuer)
snsimaye yo adods ayy urym (wsmae S 1eaf 3sed 1040 $3518 LouoN
TSRS O] e ot | ST @
} ¥ Fret v ey Aouour oWOS 9ATPIRI GZ PUe G pue rendax ISUSL 48 Y SPTOY 1 00€S 0 D A HIOM
0] PAYUI] 31k SDULMO[[e dURIdAI UOI}EINPA S, UIP[IYD 0 “) JeZId A -joureg
J0 98€ 3} UdIMI3q URIPTIYD JO %F/ uIpIyD
1e[ngay ‘suoneAjOW adueypxyg o ur syuaursaAul [ejuared uo z
Aqrurey ur Ayis1aATp WSIMI Y } d oueL] U 7661 Ul pajaidwod £aaing
unsa83ns aduspIAS PIXIA
“SJI0M J9¥yIeW Inoge|
umo sjuared A[1appe ayy 4q
papraoid yroddns swoour oy SI9JSURI} JATOOAI UdUI srusred
) JuaIE
10J 91N1ISANS B JOU ATe USIP[IYD syuared mot 9} JO 9%6"QF PUR USWOM df} JO Aappa 1o 81 I9A0 P[IYd 1
oy sKpjsue] [epURUL %6°CS syuared Surprsar-oo oy} wory R JUO JSBI[ B YIM S[eNpIAIPUI Z0GT 0 'V 'd 1TeID-990D
‘pasu 3 USIPTID 9t SI9JSULI} SATDAI USW A} P PI 0002 0 “ uoIawe)
WOy WSy Surprisar
Treruared o3 pajear Aj3uons JO 9,9'99 PUE USWOM 34} JO %70/ oo 1661 £9AIng 9117 A[rureq erssuopuy z
9q 03 waas jou op syuared syuared urprsar od-uou a3 JO N
A[19p[o I} 0 USIP[IYD
urpisar 0d-uou woiy sIaysuer ],
paafox
3q J0UUEd BIEP JY) SAJLIAUIT uaIpIYD

41



CHAPTER 2

"S30IN0SAI

s juared ur seouRILIIP

03 aatsuodsar jou a1om Jurard
91D PUE 2DUSPISII-0D) “(WdY}

-1eak
jsed a1 1040 sI9JSURI} [RIOURUL]
‘sjyuared IO} pue SIA[ISWAY}

auy
0} USIP[IYD WIOIJ SIIAIS fpordioy P 22U OF FJSUR} [ERURUY o o 105 syrodax Surpraoid spenprarpur N S
jo 1a3sueny) syuared Ayjream .EmH:.b © parrajsuer) aAey syuaied ayp sIo7sUERn U £69°C st Apnjs ay3 10§ pasn s[duwres . PUO1>E
dA: ey “ d I I oy syuared Ap1apre 10 ue 0 W PIEUOa eIN
YIM UDIPTIYD 10§ SISOYJOdAY JO 9,1 ‘syuared 119y} 03 paLiajsuer} onersusSauy UL S} [19P[o 1o} p z
a8uePXa OS[e pue ‘S1djsuer} SARY UDIPILD U} JO 9 € ’ 0G INoqe page UIP[IY JNpe [y
[epueury syuaied 0} uIPIYD €661 -
105 stsayjodAy wsmire 7661 Apnig eurpniISuoT UISUOdSIA
a3 Sunzoddns aouapriag
SUOISIDap ployasnoy
1o Suideys ut jenuaniut sar[Turey SwISTURYIWI g
3q Aew sony poyasnoy papuaixa Surjood SpIoyasnoy gG1/ SpIoyasnoy ¢G/9 0
_ . A . g .
e e Mzm mwwfwm u\wﬁﬂm: . ur Burood o swoout Ajpurey Kaaing ajr A[rure Smm:MoWN 0 oM
PUe O1je)s AU} UT Y30q ‘SaTfruey swoouy J— L661 S 9J1] AJrureq ersauopuy z
papuaixa uryiim gurjood
wodUI Jsurede UIPIAS dWOg
IDJ0 Ped
woy JuaIdgIp Afreroadsa are
sawroour paorpaid s, uaIpyd QuIatg
oS o posond | enboun . e e 10u 0 Buney
a1e o] m.swuﬁ .;H.Ew \«o 959 103 sarHow oy} 3uo o1 GWHMMEU UDIP[IYD 19 194010 8 33€ UDIPII 7 35°9] 14
Bl ‘P 9 W Areuornjoas 191 SUOW® HORNAHISIpax PIIP 1ot Je yIIm sayjowr 00g’e jo ajdwres v 0 3 Axxed
JO SJUBRUTWLId}OP UTeW S, pue pauuerd ay3 uo jrodax 0} S1ajouwr oATM G66T UPIOM 0 oy 801
UORTIOAS ‘98ueyoxe PUE [[IM & 2ABY O} WIeP §[9°L WOy sysanbag Sunox pue uUsWOAN dINJRIA JO 4 )
[esrdoroiq 10 adueyoxa S[yMm ‘Iim ou Suraey jroda1 7g9‘1
‘SaATIOUL sAaaing reurpnjiduo [euoneN vsn
“WISITLI}[E JO SOATIOUT U} U3IM uzm:r:m\

uaIp[Ip oy Suowre sysanbaq
oy} jo uonnqristp renbaun
a3 A[3uoms ayerar sSurpurg

SIATIOWT

uaIpmppuerd
10 waIp[IY 03 310ddns jo puny

42



Chapter 3. Between Children
and Friends: Financial
Solidarity of Family and
Friends in the
Netherlands

Paper available as: Borghans L. and F. Tomini. (2010) “Between Children and Friends: Financial
Solidarity of Family and Friends in the Netherlands”, Maastricht University Graduate School of
Governance Working Paper No. 2010/008.

Acknowledgment: The development of a large-scale, multi-actor, multi-method panel study like the
Netherlands Kinship Panel Study requires investments that clearly surpass the financial means of
individual institutions. I gratefully acknowledge the financial support from the ‘Major Investments
Fund’ of the Netherlands Organization for Scientific Research (NWO), under grant 480-10-009. Financial
and institutional support for the NKPS also comes from The Netherlands Interdisciplinary
Demographic Institute (NIDI), the Faculty of Social Sciences (Utrecht University), the Faculty of Social
and Behavioral Sciences (University of Amsterdam) and the Faculty of Social Science (Tilburg
University).

43



CHAPTER 3

3.1 Introduction

In every society individuals transfer money or valuables both to their children and
friends. This raises important questions on the extent and interdependency of these financial
transfers. If someone gives money to one of his children, is he/she more or less likely to
provide money to the other children and to friends? If someone receives money from a child
or a friend, is he/she more or less likely to receive from the others; and, is someone who
gives at the same time less/more likely to receive from the same person or from others? The
analysis of such questions can shed new light on the motives driving people to give to
others.

This chapter aims to explore the patterns of financial transfers with children and friends
by accounting for the interdependent and simultaneous nature of these relationships. The
empirical approach used in this chapter consists of two steps. In the first step, the transfer
likelihood is assessed by controlling for the main characteristics of both senders and
receivers. In the second step, the correlations between residuals of each pairs of transfers are
explored for different sub-groups of the main sample. This allows us to understand whether
different inward and outward transfers are substitutes or complements, and whether the
simultaneity of such transfers is influenced by factors like gender, age and number of
children. The data used come from the first wave of the Netherlands Kinship Panel Study
2004-2005 (Dykstra et al. 2004), and contains detailed information on the individuals’
relationships with their children and friends (among other members of kinship).

The investigation of the determinants of giving transfers to children and friends shows
that age, education, and wealth are significant determinants. Variables like employment
status, marital status, etc, are significant in determining the receipt of financial transfers.
Negative shocks such as financial bankruptcy or sudden illness do not have a significant
effect on the probability of receiving transfers, suggesting for other motives beyond
altruism.

The analysis of the simultaneity of transfers shows as follows. (1) The correlations
between transfers to/from randomly selected children 1 and 2 are strong and positive. A
similar though weaker correlation is found when comparing giving to children and friends
simultaneously. This suggests an individual heterogeneity in the tendency to give. In other
words, people, who give to one, are more likely to give to all the others. Parents tend to
equalize between times transferred to each of their offspring. The existence of such strong
correlations gives more evidence against the altruism hypothesis (stating that parents give
more to the needier child). Parents have other reasons to transfer and the analysis shows
that they value equality between their children. (2) A similar strong correlation is found
between receiving from both children and also receiving from a child and a friend. If
respondents are receiving from any of the three selected members they are also more likely
to receive from the other two. Although the pattern is similar, the interpretation here is
different since now the anchor is passive rather than active. This heterogeneity in inward
transfers suggests for certain qualities, or actions performed by the persons receiving
transfers. (3) Findings on the ‘crowding out’ (people turning to children for financial
transfers instead of friends) effects are mixed. Generally, people with more children are less
likely to transfer to their children and friends, but on the other hand, even for people with
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higher number of children, transferring to children seems to be positively correlated with
transferring to friends. (4) The reciprocity in transfers (positive correlation between giving
and receiving to/from the same person) is strong between friends, and almost not existent in
transfers between parents and children. Reciprocity is higher for females and declines
sharply until it disappears with the increase of number of children.

Generally, the results of the analysis provide evidence for ‘warm glow’ rather than
‘altruism’ motives. Transfers are not dependent on specific shocks and there is no strong
effect of incomes on transfer’s likelihood. People who give to one are more likely to give to
others, and the same holds for receiving.

This chapter contributes to the discussion about the motives driving private
financial transfers. The body of literature on private financial transfers has been rapidly
expanding in the last decades as more researchers have been interested in exploring the
rationales behind the functioning of such relationships. In many cases lack of available data
has somehow limited the progress, creating a lot of gaps in understanding the motives
behind family financial transfers. The empirically based literature up to date is primarily
focused on intergenerational relationships and makes a clear distinction between the inter-
vivo transfers and bequests. Generally, bequests are documented to be shared equally
among the children, while inter-vivo transfers appear to be unequally distributed and
targeted towards the ‘needy’ members (see also Cox and Fafchamps, 2006). The patterns of
financial transfers between non-family members of kinship are far less clear from the
empirical studies. Cox, Galasso and Jimenez (2006), is one of the few studies focusing on
economic aspects of inter-household transfers. They compared inter-households transfers
between 11 developing countries around the world, finding relatively high (yet different)
rates of transfers.

Several theoretical arguments have been put forward to explain the motives behind
financial transfers, like: the altruism embedded in genetic fitness (Becker 1976; Becker 1981),
exchange or 'quid pro quo’ (Cox and Rank 1992; Cigno, Giannell et al. 1998), ‘warm glow’ or
‘impure altruism’ (Andreoni 1993), crowding out of private transfers by public ones
(Andreoni 1993), reciprocity as a social or family norm (MacCormack 1976; Johnson 1977;
Osmond 1978), etc. Almost all these motives are investigated primarily based on
intergenerational relations and aim to explain the motives behind parent to children (or vice
versa) transfers. Nevertheless, other studies have shown that people, in general, tend to
substantially interact with friends and other non-relatives. The extent of transfers between
them varies depending on the context (Cox, Eser et al. 1996; Schoeni 1997), but generally the
evidence suggests for relatively strong ties among them especially in the context of
developing countries (Cox, Galasso and Jimenez 2006). But, when individuals give both to
family and non-family members would the same motives explaining the intergenerational
transfers still hold? Or, will there be more to say about the transfers in this later case? From
a theoretical point, the main assumption would be that parents will tend to substitute their
transfers to friends with transfers to children, (or ‘crowd out’ from their friends). To date is
not yet known how this is sustained by the empirical data, and how is it different between
different individuals. Moreover, would children and friends follow the same pattern when
giving to their respective parents or friends? The contribution of this chapter is in exploring
the relationship between financial transfers within family members and between friends.
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The chapter begins in Section 2 with a review of the theoretical framework explaining
motives behind family transfers from both theoretical and empirical literature. Section 3 and
4 discuss the nature of data and the theoretical model used. Results from both steps of the
analysis are given in Section 5. Section 6 discusses both the implications of these results and
the main findings.

3.2 The Theoretical Framework

The economic literature focusing on aspects of financial transfers within the family is
dominated by two main arguments: “altruism” and “exchange”. The arguments are based
on the fact that human beings can take roles of either ‘altruistic’ or ‘selfish/egoistic’ unities.
The derived consequences from these behavioural profiles serve as a basis for the main
economic models of family transfers.

Altruism is originally based on the socio-biological concept of genetic fitness.’> In
economic terms a person is considered to be altruistic with respect to another person if
his/her welfare depends on the welfare of this other person (Becker 1981). Altruism is
primarily observed in parent-child relations. Parents ‘care” for wellbeing of their children
because they care for transmission of their own genes. Hence, it is really plausible that
parents have reasons to behave in an altruistic way towards their children, and that other
blood relatives (to a certain degree) behave the same towards each other. Based on this
definition, the economic literature describes altruism as a model where donors, i.e. parents,
receive utility from their own consumption and also from their receivers’ consumption (i.e.
children). Altruistic parents will tend to differentiate on the frequency (and amount) of gifts
transferred to each child. They will clearly focus their attention on the neediest children.

Many researchers have tried to test whether altruism holds for intergenerational
transfers. Most of their findings on inter-vivos financial transfers suggest for altruism
motives in parents to children transfers (see McGarry and Schoeni 1995; Dunn and Philips
1997; McGarry 1997; Barnet-Verzat and Wolf 2002; MacDonald and Koh 2006).

Trying to empirically test altruism, Cox (1987) found a positive correlation between
financial transfers and wealth of the recipient. This suggested the presence of some other
non-altruistic motives. He suggested that donors’ utility is not only dependent on the
consumption of himself and his transfers’ recipients (as the altruism model suggests), but
also depends on services received by the recipients. Cox suggested that parents gave
financial transfers in exchange for the services rendered (this is widely known as “the
exchange” motive). Several later studies have confirmed the same findings (Cox and Rank
1992; Cox, Eser et al. 1996; Lillard and Willis 2002; Light and McGarry 2004; Koh and
MacDonald 2006).

Andreoni (1989, 1990) extends the altruism hypothesis to “impure altruism” or the
“warm glow” hypothesis. Andreoni argues that people usually contribute to a certain public
good (e.g. transfers to children or younger generations by parents if inter-family transfers

15 Simon (1993) states that “... if several groups compete for the same niche, the one having the highest average fitness
will survive”. Consequently, altruistic behaviour would reduce the person’s genetic fitness with the scope of
enhancing the fitness of other persons from the same group.
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are considered as contributions to public goods) because of two reasons; first, because they
simply demand for more of this public good (definied by Becker (1981) as the “altruistic”
reason), and second, because they derive utility from their gifts as such. Consequently,
Andreoni implies that donor’s utility is dependent not only on the total utility of both donor
and recipient, but also on the act of giving itself. In this case, the parents do not only care for
the well-being of their children, but also feel better realizing that they are giving to their (so
perceived) needy children.

While generally, altruism models are primarily based on intergenerational motives,
people tend to have also financial interactions with their non-family members of kinship
networks. Frequency of these financial transfers seems to differ depending on the general
patterns of private transfers and country’s profile. Using the US Panel Study of Income
Dynamics Schoeni (1997) showed that 2 per cent of individuals in the sample give a money
transfer to their friends, and 1.5 per cent of them receive from them. Cox et al (1996) using
data from Peruvian Living Standards Survey, found that around 14.2 per cent of individuals
exchanged with their non-relatives.

But, is the altruism towards non-family members as strong as the altruism embedded in
the shared genes? Cox and Fafchamps (2006) argue that the identification with a kinship
group facilitates the feelings of guilt and shame, and this in turn enhances the feelings of
caring and altruism among this group. But then, would the same persons behaving
altruistically towards their offspring behave the same also towards their non-family kinship
members? Would individuals behave altruistically towards all members of their kinship, or
would the scarcity of resources constrain them in a strategic allocation of resources among
them? Furthermore, if we assume that transfers from anchors are a form of contribution to a
public good then it is not clear whether transfers to/from friends decrease as soon as the
anchor will experience more transfers from children.

This chapter considers the two “furthest” relations within kinship by comparing
transfers with children and friends. The main hypotheses considered here are altruism
(people are more likely to give to their neediest children and friends), warm glow (some
people are more likely to give to everybody as they associate value to the act of giving),
crowding out (people substitute financial transfers to friends with those to children as soon
as they have more children), and reciprocity (those who have received tend to reciprocate
transfers).

The approach used here consists in checking for the main determinants of transfers
from/to the anchor. I also try to get more insights on the complexity of relationships by
exploiting the simultaneous aspects of anchors’ transfers with every pairs of alters (being
this two children or one child and a friend), and by looking at the differences when the
number of children changes. I also investigate the degree of ‘reciprocity’ in transferring,
defined as correlation between giving and receiving from the same alter in order to
understand more on the behavioural changes.

3.3 Data and descriptive statistics

The data come from the Netherlands Kinship Panel Study (NKPS). NKPS is a panel
survey designed to get information on the family and kinship ties in the Netherlands. I use
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data from the first wave of the survey, collected during 2003 — 2004. The variables include
individual characteristics as well as transfer attitudes with selected kinship members. The
survey is designed to get as much information on the individual respondents (so called
‘anchors’), and the surrounding kinship members. Anchors have provided information on
their selected kinship members, including parents, partner, children, siblings, grandparents
and grandchildren, non-family members, and other members of the household. These
members are referred to as 'alters’.!® Information on the marital status, number of children,
education, and exchanged support, has been reported for at most nine of these “alters’. The
two children (child A and B) are selected randomly from all possible children of the
anchor.'” Friends are defined as persons in regular touch with the anchor and who are
important to him/her. They can be; acquaintances, colleagues, neighbours, or people met
through a club or society (see also Table A3.2 in the appendixes). Every anchor is requested
to select five different friends and then one of them is picked randomly and more detailed
information is requested on him/her.

To assess the financial transfers between the anchor and his/her children and friends I
use questions on the substantial amount of money or valuable objects (these include
irregular and periodical payments) transferred between them during the past 12 months.®

3.4 Sample population

The survey collects information from individuals between 18 — 80 years old. The full
sample includes information on 8161 anchors. Anchors have reported on giving and
receiving financial transfers from at most two of the children aged 15 or over and for one
friend 18 — 80 years old. Although selection of children in the survey is randomized, the data
were reordered for standardization purposes, labelling the oldest child as ‘child 1" and the
youngest as ‘child 2’. Whenever data were provided on only one of them he/she was
ordered as child 1. The reordered sample includes 3653 children 1 and 2899 children 2. For
financial transfers given to children anchors have reported on both children living inside
and outside the household, while for received transfers they report only on children living
outside the household. I have decided to not differentiate between these transfers as they
mostly deal with adult children (over 15 years old), and I do not suspect any significant
differences in determinants of transfer patterns between these two groups.!® Finally, I have
also omitted those observations with missing values for any of the following variables:
financial transfers (to or from the children), children’s age, and children’s sex. The final
samples of children 1 and 2 are displayed in Table A3.1 (see appendixes) and includes 3575

16 The “alters’” include (when possible) the partner, mother, father, a randomly selected parent-in-law, a maximum of
two randomly selected biological/adopted children aged 15 or over, a maximum of two biological/adopted siblings
aged 15 or over, and a randomly selected member of the non-family network (see also: Dykstra P. A., 2005, Codebook
of the Netherlands Kinship Panel Study, NKPS Working Paper No. 4. The Hague: Netherlands Interdisciplinary
Demographic Institute)

17 Whenever there is only one child, or the anchor did not have any contacts with the other child(ren) during the past
12 months, then this is always labelled as child A.

18 Pocket money given to children living in the the households is not accounted for in these transfers and the
information is gathered in a separate section. We do not include these kinds of transfers in our analysis.

1 We have also tried to run the models separately for children living in the household and outside the household and
found no big differences between determinants of financial transfers given to these different sub-groups.
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children 1, and 2846 children 2 alters for whom anchors have reported on giving financial
transfers, and 2792 children 1, and 2145 children 2 on receiving financial transfers.

The information on selected friends is given in Table A3.2 (see appendixes). Out of the
main sample I have omitted observations with missing values on financial transfers, and age
or sex of friends. The remaining sample consists of 7176 alter friends.

Table 3.1 gives some more detailed descriptive information on the financial transfers or
valuable gifts transferred in past 12 months between the anchor and alters (children 1 & 2
and friend) grouping anchors by total number of children

Table 3.1 Giving and receiving financial transfers to children and friends by number of
total children (as % of the group’s total)

TOTAL NUMBER OF ANCHOR ANCHOR
ANCHOR ANCHOR HAS ANCHOR HAS
CHILDREN FOR HAS O HAS 2 ToOTAL
HAS 1CHILD 3 CHILDREN 4+ CHILDREN
ANCHOR CHILDREN CHILDREN
Child 1 - 28.65%** 25.80%** 20.55** 16.40%** 23.09
N - 384 1625 944 622 3575
Anchor . - -
giving Child 2 - - 26.21 21.92 17.61 23.16
financi N - - 1408 853 585 2846
al help
to Friend 2.59%%* 1.30 0.79* 0.55%* 0.36** 1.37
N 2315 923 2288 1099 551 7176
Child 1 - 5.52%% 2.64 1.63* 211 258
Anchor N - 290 1246 734 522 2792
receivi  Child 2 - - 1.88 1.77 261 2.00
ng
financi N - - 1063 622 460 2145
alhelp  Friend 1.68** 1.19 0.66** 0.82 0.18* 1.05
from :
2315 923 2288 1099 551 7176

N — number of observations for each category. Stars indicate whether the mean for each group is significantly different
from the total mean (* significant at 10%; ** significant at 5%; *** significant at 1%).

The upper part of the table gives information on transfers given by the anchor, while
the lower part shows the breakdown of financial transfers received by children and friend
(as reported by anchor). As it can be observed, the share of respondents reporting to have
received any financial transfers from their children is far less than those reporting to give to
their children.

Out of all anchors, 23.1 percent have reported giving at least once during the last year to
child 1 and the same share reports giving to child 2. Only about 2.6 percent and 2 percent of
the anchors have reported to have received any financial transfers respectively from child 1
or child 2 during the last year. The figures confirm that financial resources flow mainly from
old to young generations, reported also from previous studies in different developed
countries (Gale and Scholz, 1991; Cox and Rank 1992; McGarry and Schoeni 1995; Altonji et
al 1995; etc). The financial transfers between anchors and friends are relatively low (though
comparable to those reported from other sources, such as those in US by Schoeni, 1997), and
do not vary much across the transfer to different directions (giving and receiving). Out of
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7176 respondents, 1.37 percent of them have reported to have given at least once during the
last year to their friends, while 1.05 percent of the anchors have reported to have received
from them. Incidence of transfers to and from all sources decreases with the increase in
number of children.

Table 3.2 gives an overview of positive simultaneous transfers between anchors and
any other pairs of alters. The table shows that 17.6 percent of all the anchors reporting on
child 1 and child 2 have made at least a financial transfer to each of them during the last
year. Simultaneous transfers to/from all others pairs are much lower than this, reflecting
also the lower incidence of such transfers to/from these sources (see Table 3.1) 20

Table 3.2 Simultaneous positive financial transfers (as % to the total reported on both sources)

ANCHOR GIVING FINANCIAL HELP TO: ANCHOR RECEIVING FINANCIAL HELP FROM:
Child 1 Child 2 Friend Child 1 Child 2 Friend
Child 1 100
N 3578
Anchor Child 2 17.55 100
giving
financial N 2809 2846
help to: Friend 053 0.29 100
N 3032 2408 7176
Child 1 0.72 0.67 0.08 100
N 2795 2394 2354 2795
Anchor Child 2 057 0.70 0.00 0.98 100
receiving
financial N 2114 2148 1819 2045 2148
help from: o d 033 021 0.26 025 0.16 100
N 3032 2408 7176 2354 1819 7176

Note: N — number of observations for each category

A first intuitive interpretation of these simultaneous transfers would suggest that
anchors are more likely to give to their children than to give/receive from others. Whenever
they give to their children they try to equalize both children much more than they would do
for the other pairs of relations.

The reasons behind transfers and their simultaneity are investigated further by using
predicted residuals from the previous models and also by looking at the complete picture of
correlations of these residuals (see section 3.7).

3.5 Anchor and Alter Characteristics

The survey provides detailed information on characteristics of anchors. A number of
control variables were selected for all anchors based on their availability. They are as
follows: age at interview, gender, number of children/siblings, employment status, anchor’s

2 Percentages on table 3.2 are dependent on the total number of observations for each cross-transfer and also affected
by the incidence of giving and receiving in general for these specific categories.
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(and partner) employment incomes and benefits per month, health status and long term
illness, household size, educational level, status of enrolment, dummy if the current year is
the same year the anchor moves in a new house.

Information on income from employment for both anchor and partner is also collected.
The employment income variable was reconstructed based on the information available in
the survey. Respondents had the choice to report their income over a month, four weeks, a
week, or their average monthly income. For the purpose of this analysis all answers were
standardized on monthly basis.

Income from social benefits includes grants for students, social security,
unemployment, disability, pension and pre-pension benefits. The benefits are also reported
on monthly basis. Table A3.4 in the appendixes gives descriptive statistics on the sources of
incomes for anchors with no current partner and for those who reported on their partner. As
the table shows, 5856 individuals have reported on incomes for themselves and their
partners out of the entire sample. Out of single anchors 47 percent have reported some
source of employment and 41 percent have reported to receive social benefits. These
numbers compare to 60 percent and 22 percent for those with a current partner. The incomes
that partners of anchors earn are also divided between net income from employment and
benefits. Consequently, 57 percent of the partners have declared to be employed while the
information on benefits received is limited to only on few of them. This is due to the fact that
the question is only included in the self-completion questionnaires (filled by the partners)
and thus only asked to a smaller number of them. Due to this information is omitted from
the models which control separately for each income sources of the households.

The detailed tables for different sub-samples and descriptive statistics for dependent
variables are given in Table A3.5 and A3.6. Age of anchor is represented by dummy
variables that may differ between sub-samples of interests. Generally, these dummies
account for 10 years intervals. Self-reported health status is accounted for through five
dummy variables; “excellent”, “good”, “neither good nor poor”, “poor”, and “very poor”?!.
In the same way the marital status is represented by five dummy variables: “married”,
“cohabitating”, “widowed”, “divorced”, and “never married”.?? The same procedure is
repeated for the current employment status of both the anchor and the partner. The six
employment states accounted for are: “employed”,” unemployed”, “housewife”, “disabled”,
“pensioner”, and “other”.?

The education dummies are constructed based on a categorical variable indicating the
level of education that the individual has already completed. Consequently it distinguishes
among three levels of education: lower (if respondent or alter has completed up to
elementary school, lower vocational or lower general secondary), secondary (if intermediate
general secondary, upper general secondary or intermediate vocational is completed), and

2t We have decomposed the initial categorical health status variable included in the survey as we want to control for
the specific role that certain categories of health status play in determining these transfers.

22 Due to low number of observations we have grouped together “married” or “cohabitating”, and also “widowed” or
“divorced” for anchor’s partner or for alters.

2 Due to low number of observations we have grouped together “unemployed” or “housewife”, and also “disabled”
or “pensioner” for anchor or his/her partner.
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higher (if higher vocational education, university or other post-graduate course is
completed).

Other variables of interest to the analysis are the urbanization of anchor, the distance
from anchor to alters, and the country of birth. Urbanization is an index variable which
takes values from 1 to 5 depending on the addresses per kilometre squared (from less dense
to crowded areas), while distance is represented by the natural logarithm of physical
distance in kilometres. Country of birth is a control variable that is used to control for any
differences in ethnicity, and which produces better results than the other available
alternatives.

The main variables used for alters are: age, sex, level of education, marital status,
number of kids, and enrolment status. Additional control variables used for the two alter-
children are; dummy if child is adopted, and a dummy if child is household member. As
these relationships are analyzed separately from each other (also for not loosing important
information) I have displayed the characteristics of the independent variables separately for
giving and receiving and also for each relationship (Table A3.5 and A3.6).

3.6 Empirical strategy

The analysis is started by controlling for main characteristics of those who have sent
and received transfers. This is done by using a logit model, where transfer occurrence is
represented by a binary variable and takes only two values coded 0 and 1, where:

1 if the i-th anchor is sending/receiving a transfer larger than 0

¥ 0 otherwise (3.1)

The goal is to identify which of the characteristics of children and friends are important
in determining whether he/she gives (or receives) a transfer. Giving the nature of the data,
the chapters considers the choice between a logit and an ordinal logit model. The logit
model accounts for binary choices (in this case “0” or “bigger than 0” transfers), while an
ordinal logit could be used for more than two levels (the data allows also for a distinction
between “0”, “500 or less” and “more than 500 Euros”). The basic assumption of the ordinal
models is the “proportional odds assumption” stating that the relationship between
covariates and outcome groups is the same between every outcome categories.?> Giving the
nature of transfers I suspect this assumption to not necessarily hold. Previous research has
shown evidence for substantial differences between the decision of giving a transfer (as
compared to non-giving) and the decision on the amount given. If this would be true,

2 Very low number of the anchors in the sample has non-Dutch Nationality (1.91 percent out of 8122 reporting), while
only 15.18 percent of the sample size report on the ethnic self-identification. We have grouped the nationalities in nine
major groups (see also Table A3).

% Ordinal variables do not establish the numeric difference between data points, but one of the fundamental

assumptions of the ordinal probit (logit) regression is that the effects of the covariates X1 , X2 PR ¢ p-1 should be the

same for every outcome categories in the logarithmic scale. In other words, this would mean that relationship between
the covariates and the outcome groups is the same and does not vary. This is also known as the odds assumption (or
the parallel regressions assumption), and sets the basis for having only one set of coefficients for all the possible sets of
groups.
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covariates explaining the relationship between these two groups will not be the same. The
proportional odds assumption is tested for all the models of interest.¢ Results from the tests
are displayed in Table A3.7 and show that for five of these relationships the “proportional
odds assumption’ does not hold. This supports the idea of diversity between the
determinants of how much is transferred. As the primary goal is to explore the determinants
for the probability of transferring, the binomial logit model was finally chosen.?” The models
are run for each of the relationships individually, and for both giving and receiving. The
transfer occurrence to/from each alters takes the form as below:

11f a +ﬁlxanchor+ﬁzx +é >0

alter alter

MT =
0 otherwise 3.2)
Where MT refers to the dichotomous variable of transferring any amounts of money or
valuables from anchor to his/her alter (and vice versa), ¢ is a constant, B, and p,are

vectors of estimated coefficients that correspond to characteristics of the anchor and the
alter, and ¢ is a vector of residuals errors having a normal distribution. The ‘alter’
corresponds either to child 1, child 2, or the friend. The characteristics of the anchor and
alters are displayed in Table A3.5 and A3.6, separately for each of the relationships.

The other goal is to explore interdependence of such transfers. For this I want to know
to what extent these transfers are correlated to each other. I do this by estimating separately
standardized Pearson residuals for each of the logit models which were run previously. Two
methods are employed to check the correlations for difference and statistical significance.
The first method consists in running the logit model for each of the one-side relationships
including the residuals of the other models of interest. This is repeated for all the possible
combinations in the data set. In this case the logit model takes the form as below:

MI, _ 1 lf a+ ﬂl Xanchor + ﬂz Xalterl + ﬂSgalterZ + gallerl >0

0 otherwise (3.3)

where B, is a vector of estimated coefficients corresponding to error terms from

previously estimated models, and ¢ is the vector of residuals errors having a normal
distribution. Alter 1 and alter 2 correspond to each of the combinations between child 1,
child 2 and the friend.

The second method is based on using residuals from each of previously estimated logit
models to check for specific pair-wise correlation and statistical significance. The same
procedure is repeated for different sub-groups of the main sample in order to further
explore the interdependent nature of the transfers and the effect that additional number of
children, gender or age has on it.

26 This test uses the result from parallel probit models and tests the difference in coefficients between the models. A
significant result indicates for the need of using different models for each pairs of outcome groups.

2 The results for multinomial logit models are also available on request and give similar results both on the main
determinants and the interdependency of transfers.
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The results from both methods are consistent over the sample, demonstrating also for
robustness of such correlations. Only results from the later method are displayed here as
these are also easier to interpret.

3.7  Empirical results

The relationship between the anchor and children are first analyzed by looking at the
main determinants of transfers. For this models for ‘outward” (an anchor giving to alters)
and ‘inward’ (an anchor receiving from alters) are run for financial transfers between the
anchors and each alters. The control variables for these models are shown in Table A3.5 and
A3.6. They are grouped in main groups corresponding to characteristics of anchors like age
and gender, number of children, household size, employment status, dwelling, employment
incomes, education, marital status, and other (country of birth, and moving in a new house).
The models also control for a range of alters’ characteristics like; age and gender, education,
urbanization, and logarithm of the distance from anchor. The reference categories are given
in parenthesis.

Separate models check for the effects of other alternative control variables as financial
transfers within the kin members could be also triggered by particular events or shocks. The
survey gives information on major shocks happened during last 12 months to anchor or
other family members (this information is available only for anchors and children, but not
for friends). Having had severe financial problems, and having a severe illness were selected
among these shocks. They did not appear to have significant statistical effects on outputs.?®
Therefore, they were omitted from the main models displayed here (models including these
variables are shown in Table A3.8 in the appendixes).

3.7.1 The determinants of financial transfers

The results of the models estimating outward financial transfers to child 1, child 2 and
friends are given in Table 3.3. Gender coefficients suggest that females are less likely to give
(though coefficients show statistical significance only for transfers to friends). The age of
anchors influences positively the likelihood of transfers to children and friends (older
anchors — especially those more than 65 years — are more likely to give). The effect is
statistically significant for transfers to children, which confirms the flow of transfers from
old to young generations. On the other hand, aging (for anchors between 45 and 64 years
old) influences negatively the likelihood of transfers to friends, but the effect is not
statistically significant. The number of anchor’s children has a negative effect on the
likelihood of giving a financial transfer to both children and friends. This effect is larger
especially for transfers to friends. This suggests that giving is less likely when having more
children. Unemployed anchors are less likely to give to their alters, but the results are not
significant. The unemployment and/or housewife status of anchor’s partner also influences
negatively the probability of the transfers to both parties (and the results are significant).
The wealthier (detached type of house is used as a proxy) and the well-paid anchors are
more likely to transfer to both children and friends (both effects are not statistically

28 Other variables we have considered are religious membership and religious practice (visiting church at least a couple
of times a year), but neither of them appears to yield any significant results.
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significant for friends). The incomes of anchor’s partner do not have a statistically significant
effect on the likelihood of transfers to both children and friends.

Table 3.3 Logit estimations of giving financial transfers to children and friends (anchor
transferring to alters)

GIVING TO GIVING TO GIVING TO FRIEND
CHILD 1 CHILD 2
Coef. s.e. Coef. s.e Coef. s.e.
Anchor Gender: female -0.04 0.11 -0.09 0.12 -0.48* 0.27
(Anchor age less than 35)
Anchor: Anchor age between 35-44 - - - - 0.00 0.33
Gender.& Anchor age between 45-54 0.29* 0.17 0.28 0.23 -0.26 0.45
Age Anchor age between 55-64 0.49** 0.22 0.28 0.27 -0.58 0.6
Anchor age 65 plus 0.50* 0.28 0.57* 0.33 0.65 0.79
Anchor: 1 hor number of children 0197 004 -011% 005 042 0.14
Children
Anchor .
Anchor household size -0.02 0.06 -0.26%** 0.08 0.08 0.11
household
(Anchor employed)
Anchor unempl/housewife -0.11 0.17 -0.22 0.2 0.33 0.44
Anchor disabled -0.25 0.25 0.2 0.27 0.26 0.6
Anchor and Anchor pensioner -0.06 0.19 0.11 0.22 -0.54 0.71
artner: (Partner employed)
p ) Partner unempl/housewife -0.38** 0.16 -0.53** 0.21 -0.23 0.74
employmen . .
t status Partner pensioner/disabled 0.07 0.15 -0.08 0.16 0.74 0.58
Anchor student - - - - -0.16 0.54
Partner student - - - - -0.22 0.88
Ancho.r: Anchor currently living in 0,43+ 01 0324 011 026 034
Dwelling detached house
Anchor/Par  Anchor's income (In) 0.09 0.06 0.23*** 0.09 0.21 0.2
tner: Empl.  Anchor's benefits (In) 0.00 0.02 0.01 0.02 -0.02 0.05
income Anchor's partner inc. (In) 0.01 0.02 0.02 0.03 0.01 0.1
Anchor Lower Educ. -0.32%** 0.11 -0.2 0.13 -0.29 0.29
Anchor:
. (Anchor Intermed. Educ.)
Education )
Anchor HigherEduc. 0.34*** 0.11 0.40%** 0.13 0.05 0.27
Anchor: (Anchor: Married)
Marital Anchor: Never married -0.4 0.33 -1.07* 0.56 0.53 0.35
Status Anchor: Divorced 0.00 0.16 -0.35% 0.19 0.80* 0.42
Anchor: Widow 0.19 0.19 -0.14 0.21 1.25%* 0.56
Anchor: Current year of
Anchor: moving in the new house 0.33 0.37 0.00 043 0.14 0.53
Other Born in The Netherlands -0.46** 0.2 -0.41* 0.24 -0.75% 0.35
Alter gender: Female 0.15* 0.08 0.00 0.09 0.23 0.26
(Alter age less than 25)
Alter age 25-34 0.95%** 0.23 0.79*** 0.26
. Alter age 35-44 0.30* 0.16 0.58*** 0.17 -0.42 0.34
Alters: Age K
Alter 45+ (Friend 45-54) 0.42** 0.18 0.19 0.25 -0.7 0.45
& Gender
Alter age between 55-64 0.19 0.48
Alter age 65 and older -1.01 0.67
Alter currently enrolled 0.11 0.17 0.64*** 0.18 0.34 0.45
) (Alter intermed. education)
Aéters' ) Alter low education -0.56%* 0.11 -0.48%% 0.12 022 0.27
Education e+ high education 0.02 0.11 0.01 0.12 -0.67% 0.29
Alters: Alter urbanization (1 low .
-0. . . . -0. 1
Urbanizatio density - 5 high density) 0.04 0.04 005 005 0.17 0
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nand Alter - Anchor distance (In) 0.02 0.03 0.04 0.03 0.06 0.05
distance
Constant 143 0.63 239 0.84 440 171
N 3574 2843 7105
Log likelihood -1784 -1413 -459

Note: Other variables included are: “anchor’s health status” (excellent, good, average, bad/very bad), “anchor has long
term illness (dummy), “alters marital status” (married/cohabitating, widowed/divorced, single), “alter’s number of
children”, and “alter is adopted child” (dummy). Reference categories are in brackets.

* significant at 10%; ** significant at 5%; *** significant at 1%.

Education of the anchor is another factor influencing positively the likelihood of
transfers to children (not statistically significant for transfers to friend). Higher educated
people are more likely to transfer to their children as compared to the middle and lower
educated. This higher probability of transferring may relate to the higher investments in
human capital from higher educated parents (Becker 1962). On the other hand, lower
educated parents and children are also reported to live nearer to each-other (Kalmijn 2005)
and therefore the lower probabilities of financial transfers among them may also relate to
the implicit exchange of time and other resources.

The fact that the anchor is born in the Netherlands influences negatively the likelihood
of transfers. This suggests that those born in a different country are more likely to give. The
models have also checked for specific patterns based on the specific foreign country of birth
(see also Table A3.3 for a list of groups of countries) but did not find any particular results
between different categories of anchors born abroad.

Female alters (both children and friends) appear to influence positively the likelihood of
the transfers from anchor, and the significant results for child 1 sustain this. Relationship
between age of alters and transfers to them appears to follow a more complex pattern.
Children below 35 years old seem to be more likely to receive transfers than any other age
cohorts. Transfers to friends are more likely throughout the first age cohorts but decrease
significantly for older friends (65 or older).

Education of alters is again an important factor, though the effect for children and
friends is different. Highly educated children seem to be more likely to receive from their
parents, while highly educated friends are less likely to receive from their friends. Children
enrolment is also positively related to the probability of transfers and appears to be
significant, especially for child 2.

Urbanization (measured as number of addresses per square kilometre), influences
negatively the likelihood of transfers to friend, while the distance between the anchors and
alters does not have any statistically significant influence on the decision to transfer.

Estimation results for receiving financial transfers from alters are given in Table 3.4.
Gender coefficients appear to be positive (but not significant) for both children and friends
suggesting that female anchors are more likely to receive. The age of anchor does not have a
significant effect on the likelihood of transfers from children, but turns to be significant
when receiving from friends. Coefficients suggest that younger anchors are more likely to
receive as compared to anchors 65 years old or more.
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Anchor’s number of children appears to influence negatively likelihood of receiving
financial transfers, (statistically significant for child 1). This is consistent with the effect of
number of children on outward transfers indicating a big influence of the number of
children on the likelihood of both giving and receiving. Households with more members are
more likely to receive from children (effect statistically significant for child 2).

Table 3.4 Logit estimations of receiving financial transfers from children and friends (alters
transferring to anchor)

RECEIVING FROM RECEIVING FROM RECEIVING FROM
CHILD 1 CHILD 2 FRIEND
Coef. s.e. Coef. s.e. Coef. s.e.
Anchor Gender: female 0.54 0.34 0.23 0.44 0.5 0.33
Anchor: Gender (Anchor age less than 35)
& Age Anchor age 35-44 - - - - -0.57 0.39
Anchor age 45-54 -0.11 0.75 - - -1.15%* 0.51
Anchor age 55-64 0.00 0.85 0.28 0.57 -1.51** 0.67
Anchor age 65 plus -0.17 0.95 0.32 0.77 -2.99*** 1
Anchor: -0.41%** 0.14 0.06 0.14 -0.22 0.15
Children Anchor number of children
Anchor 0.36 0.22 0.62* 0.34 -0.01 0.14
household Anchor household size
(Anchor employed)
Anchor and Anchor unempl/housewife 1.44% 0.63 0.78 0.86 0.38 0.45
partner: Anchor disabled 1.42* 0.74 1.41 0.93 0.42 0.6
employment Anchor pensioner 1.78%* 0.67 0.96 0.87 1.51%* 0.73
status (Partner employed)
Partner unempl/housewife -0.36 0.65 -0.06 0.88 0.24 0.65
Partner pensioner/disabled 0.53 0.42 -0.36 0.6 -0.7 0.8
Anchor student - - - - -0.21 0.64
Partner student - - - - 0.51 1.35
Ancho.r: Anchor currently living in 038 036 128 0.63 0.09 04
Dwelling detached house
Anchor's income (In) 0.42 0.34 -0.2 0.35 0.06 0.17
Anchor/Partner: ) .
Empl. income Anchor's benefits (In) -0.05 0.04 -0.08 0.06 0.01 0.05
Anchor's partner inc. (In) -0.09 0.08 0.01 0.12 0 0.09
Anchor: (Anchor Intermediate Educ.)
Education Anchor Lower Educ. 0.06 0.32 -0.41 0.4 0.53 0.33
Anchor Higher Educ. -0.28 0.38 -0.68 0.52 0.14 0.32
(Anchor: Married)
Anchor: Marital Anchor: Never married 1.20 0.84 1.89 1.27 0.06 0.39
Status Anchor: Divorced 1.29%** 0.44 1.25%* 0.61 -0.13 0.5
Anchor: Widow 0.55 0.52 0.36 0.68 0.31 0.67
Anchor: Current year of -0.19 106 199 076 052 055
Anchor: Other ~ moving in the new house
Born in The Netherlands -0.58 0.58 0.05 0.88 -0.72* 0.38
Alter gender: Female -0.17 0.25 -0.04 0.33 0.21 0.29
) (Alter age less than 25)
éﬁerge & Alterage 25-34 0.45 064  -181* 099 - -
Alter age 35-44 0.00 0.4 -0.07 0.47 0.50 0.39
Alter 45+ (Friend 45-54) 0.52 043 0.04 0.68 1.01** 0.47
Alter age between 55-64 - - - - 1.46%* 0.54
Alter age 65 and older - - - - 0.57 0.81
Alters: (Alter intermediate education)
Alter low education -0.49 0.4 -0.65 0.45 -0.38 0.33
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Education Alter high education 0.71** 0.29 0.17 0.4 -0.44 0.32
Alter is enrolled - - - - 0.04 0.58
AIters:. ‘ Alter. urbam.zatlon (1.low 008 041 0.05 014 020% 041
Urbanization density - 5 high density)
and distance Alter — Anchor distance (In) 0.11 0.07 0.02 0.09 0.09 0.06
Constant -7.39%* 2.95 -4.3 3.02 -3.45%* 1.58
N 2731 2118 7105
Log likelihood -298 -179 -377

Note: Other variables included are: “anchor’s health status” (excellent, good, average, bad/very bad), “anchor has long
term illness (dummy), “alters marital status” (married/cohabitating, widowed/divorced, single), “alter’s number of
children”, and “alter is adopted child” (dummy). * significant at 10%; ** significant at 5%; *** significant at 1% .
Reference categories are in brackets.

The employment status of the anchor turns to be statistically significant with
unemployed anchors having a higher probability of receiving transfers (particularly
significant in case of child 1). Instead, employment status of anchor’s partner is no longer
statistically significant.

Wealthier anchors are less likely to receive from children, but this does not hold for
transfers from friends. Indeed, the likelihood of transfers from friends is positively
influenced by the anchors’ higher incomes from employment (though the effect is not
statistically significant). Anchor’s incomes do not appear to have a statistically significant
effect on the financial help received from children. This suggests for little signs of altruism
in these relationships.

Anchor’s education does not have a statistically significant effect on the likelihood of
received transfers, though it should be noted (once more) that lower educated are more
likely to receive from friends than the highly educated. Being born in The Netherlands
appears to have a negative effect on the likelihood of receiving transfers from friends,
suggesting again for a more frequent pattern of transfers among those with a different
ethnic background. Again none of the other ethnic groups appear to have a particular
different pattern, even though the effect (when considering all of them together as in here) is
statistically significant. Being divorced or moving to a new house increases the probability
of transfers from children suggesting for possible motivations of such transfers (e.g.
increased needs or possible gifts).

Younger children, fewer than 35 years old, appear to be less likely to receive financial
transfers (statistically significant for child 2). Children over 45 years old appear to more
likely to receive transfers from anchors. This confirms once more the trend that aging
influences positively these transfers. The opposite relation seems to take place in case of
friends, where friends are most likely to transfer when they are 55-64 years old.

Education of the children influences (again) positively the transfers to their parents,
while their urbanization index and distance from parents do not yield statistically
significant results. As it was the case for the outward transfers, the urbanization of friend
influences negatively the likelihood of transfers to the anchors. This indicates a lower
incidence of financial transfers among friends in the highly populated areas.

Results from both giving and receiving seem to be comparable. They show that
transfers are clearly correlated with characteristics of both the giver and the receiver.
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Usually age, education, employment status, income/wealth, marital status, origin, etc seem
to be closely correlated to the probability of transferring.

3.72  The simultaneity of transfers

This section explores the simultaneity of transfers given and received by anchors
accounting for simultaneous transfers to/from each combination of alters. The aim is to
identify possible transfer patterns and behaviour changes as the number of alters and
characteristics of the anchor vary within the main sample. If the residuals of previous
models appear to be correlated with one another, then this will indicate that decisions to
transfer are jointly determined. Consequently, there would be reason to believe that the
anchor would associate these transfers with a particular cause or ‘strategy’.

The total sample is considered first in order to get a general idea about dependency of
such transfers. The correlation table is given in Table 3.5 and includes all possible pair-wise
coefficients of the correlations. Simultaneous inward or outward transfers with each pairs of
alters (e.g. giving simultaneously to both children, or receiving simultaneously from child 1
and friend) appears to be statistically significant in all the cases. The highest values of
coefficients are observed when giving to both children (this is consistent with the figures in
Table 3.2). The positive correlation coefficient demonstrates a general equalitarian trend of
the anchors towards their both children (anchors are very likely to transfer to all of their
children).

Receiving simultaneously from both children is also very likely in the sample. The
coefficient now is smaller than for outward transfers.

Other interesting trends are also the positive and statistically significant coefficients for
inward or outward simultaneous transfers to one of the children and friend. This indicates
for a relative homogeneity in giving or receiving, i.e. anchors who give to a child or a friend
are also likely to give to others.

Results from Table 3.5 show that although the patterns of simultaneous outward and
inward transfers to children and friends are similar, they also differ in the extent they are
correlated to each other. When giving, the anchor tends to equalize more between financial
transfers to his/her children, while he/she is less likely to receive from both of them. On the
contrary, the anchor is less likely to give to both children and friends than he/she is to
receive from them (higher correlation coefficients). The reason may simply lie on the
motives triggering received transfers. Some of the anchors can be more able than others to
attract transfers from different sources.

On the other hand, simultaneity of giving and receiving to/from children and friends
suggests for little evidence of a “crowding out” effect that would substitute the role of
friends with children. While it is true that people with more children are less likely to
transfer to their friends (or children), those who still transfer to their children are also likely
to transfer to their friends.

Controlling for age, sex, or amount transferred (less than 500 Euros or more than 500
Euros) does not affect these results. The breakdown of correlations by age suggests that
anchors younger than 65 years old are more likely to receive simultaneous transfers from
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child 1/child 2 and friends if compared to anchors older than 65. Simultaneous giving to
child 1/child 2 and friend is less likely for anchors younger than 65 years and more likely for
those older than 65.

Table 3.5 Correlations of residuals from giving and receiving logit models

ANCHOR GIVING FINANCIAL HELP TO: ANCHOR RECEIVING FINANCIAL HELP FROM:
Child 1 Child 2 Friend Child 1 Child 2 Friend
Child 1 1.00
N 3574
Anchor
giving Child 2 0.68*** 1.00
financial 2809 2846
help to:
Friend 0.09*** 0.08*** 1.00
N 3008 2388 7140
Child 1 0.01 0.03 0.02 1.00
N 2791 2394 2332 2791
Anchor X - -
receiving Child 2 0.02 0.06 -0.01 0.42 1.00
financial N 2114 2148 1802 2045 2148
help from:
Friend 0.06*** 0.02 0.19%** 0.27*** 0.10%** 1.00
N 3008 2388 7140 2332 1802 7140

* significant at 10%; ** significant at 5%; *** significant at 1%

The simultaneous giving and receiving with the same person are also another
important aspect of the relationships with children and friends. Such simultaneous transfers
would usually indicate for a sense of “reciprocity” between the anchors and alters (paying
back what has been received). The results suggest that reciprocal transfers are not really
common for anchor-child relationships, but the effect is strong for the anchor-friend
relations. In fact, for the anchor-friend relationships the positive and significant coefficient
indicates for a relatively high degree of reciprocity. Logically, such reciprocity is something
that would be expected as the ties with them are quite different compared to those with
closer relatives. But the interest is on how this reciprocity changes when considering
different characteristics of the anchors. I first explore how these coefficients reflect the
changes in the number of children. Anchors not reporting on any children, those reporting
only on child 1 (and the friend), and anchors reporting on both children and the friend are
considered separately to capture any differences between these groups.

The coefficients of the correlations are given in Table 3.6 and show a significant
decrease of the “reciprocity” for the transfers between anchors and friends. The anchors
reporting no children give and receive simultaneously more to friends than those reporting
only on child 1, and than those reporting on both child 1 and 2. Figure 3.1 below shows
graphically the decrease of such reciprocity in the relationship with friends when number of
children reported increases. The figure gives the particular decline in the ‘reciprocity” when
the number of children for whom the anchor reports increases from zero to two.

With the increase in the number of children, transfers to/from friend become more
unilateral in nature. The females tend to be more reciprocal on transfers with respect to their
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friend, but with the increase of the number of children they also converge with the trend of
the total sample.

Table 3.6 Pair wise correlations of residuals from transfer models for number of children and
gender of anchor

ALL ANCHORS FEMALE ANCHORS
Anchor giving financial Anchor giving financial
help to friend help to friend
Anchor has no children
Anchor receiving financial help Corr. Coef 0.264*** 0.333***
from friend N
4073 2410
Anchor reports only child 1
Anchor receiving financial help Corr. Coef 0.121*** 0.212%**
from friend
N 646 403
Anchor reports on both child 1 & 2
Anchor receiving financial help Corr. Coef -0.004 -0.005
from friend
N 2421 1466

* significant at 10%; ** significant at 5%; *** significant at 1%

In fact such a decline needs more attention, as this may be also induced by a
general decline in the level of transfers when number of children increases. As previously
noted, likelihoods of transfers to/from friends decline (in relative terms to the total transfers
reported), but the decline in reciprocity is even sharper and this is also confirmed by the
correlation coefficients above. Moreover, with the increase in number of children the
likelihood of transfers to/from other sources (like other child and friend) decreases as well.

Figure 3.1 Reciprocity of transfers between anchor and friend
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*Based on coefficients of pair-wise correlation of the models’ residuals for sub-groups of the main sample

This concludes that with the increase of children, the likelihood of transfers to all alters
is affected negatively, but simultaneous giving to both children or to children and friend is
not affected significantly. On the other hand, what is affected significantly is only the
reciprocity in transfers with the friend.

61



CHAPTER 3

Aging influences positively the likelihood of transfers to/from children while younger
generations are more likely to send and receive to/from friends. I have tested the effect that
aging has on this relationship (by analyzing separately different age cohorts reporting on
none or both children) and this appears to be irrelevant to the decline of this reciprocity (see
also Table A3.9).

3.8 Discussion and Final Remarks

The analysis in this chapter aimed to explore the determinants of financial transfers
between individuals and their children and friends. Children and friends were chosen as
two of the kin members in different relationships with anchors in question. Individuals have
a very direct relationship with their children. This is shaped by different reasons varying
from the genetic fitness (as sociobiologists may argue), family existence necessities, family
norms, economic dependence and interests, etc. Relationship between anchors and their
friends is ruled by different necessities and norms. Many previous genetic or other links
related to the existence of the family do not exist in such relationships. The central question
naturally asked in this context is to what extent these differences will shape the patterns of
financial help and gifts exchanged? This chapter tries to answer this question by looking at
the main characteristics of the donor and receiver, and the influence of such characteristics
on determining the probability of transferring.

Another aspect of financial transfers is that they are usually made in contexts where the
donor has to take simultaneous decisions on whether to transfer or not to multiple members
and non-members of family or kinship. Different motives triggering these transfers can take
place at the same time for different kin members. Many theoretical approaches manage to
explain motivation of these interactions, but when it comes to increasing number of different
players the explanations become more difficult and complicated. This approach uses
relations of anchors with children and friends to understand more on the simultaneity of
transfers. The aim is to understand whether transfers to children and friends are considered
as substitutes or complements to each-other. This was also achieved by analyzing co-
occurrence of giving and receiving through different sub-groups of the main sample and by
looking for possible differences and reasons explaining these differences.

The main findings from the first part of the analysis suggest that selected characteristics
of both anchors and alters influence the probability of transferring. In most cases, age,
education, number of children and wealth proxies appear to be significant estimators for the
outward transfers. On the other side factors like age, employment status, marital status,
moving in a new house, etc, are more significant in determining inward transfers.

The analysis of simultaneity of transfers reveals some more interesting facts.
Simultaneous giving or receiving to both children and to child 1/child 2 and friend appear to
be positively correlated. Giving to both children has the strongest positive correlation,
suggesting that parents tend to be ‘equalitarian’ when transferring to their children. In a
sense, this goes against the general altruism model (the needy get more), suggesting for
other motives triggering such transfers. The positive correlation between outward transfers
to children and friends from the same anchors suggests instead for evidence sustaining a

62



BETWEEN CHILDREN AND FRIENDS

“warm glow” hypothesis (people tend to give transfers because their utility is also
dependent on the act of giving).

Receiving from both children appears to be also significantly correlated (though less
than giving). Again, this evidences the general equalitarian pattern in the relationship
between children and parents. In this later case, if a child or a friend gives to the anchor in
question, the other child is also more likely to give to the same anchor. Although the pattern
of giving and receiving is similar the interpretation is different since here the anchor is in a
passive rather than active role. The positive correlation here could be indirectly linked with
unobserved characteristics of the receiver (e.g. the personal ability to attract transfers from
all sources, or certain unobserved events in his/her life).

Correlations of transfers to/from child 1 and child 2 in relation with those to/from the
friend show that giving or receiving simultaneously to/from children and friends is also
positively associated. The co-occurrence of receiving from ‘child 1 - child 2" and ‘child -
friend’ combinations is generally stronger than giving to the same combinations. This
suggests that receiving is triggered by possible specific characteristics of the anchor
(unobserved here), and whenever this is the case both children and friends are more likely
to remit. Whenever the number of children reported is checked for, these effects appear to
be even stronger. The evidence on the ‘crowding out” hypothesis (claiming the substitution
of transfers from friends with transfers from children) is mixed. The results show that
anchors are less likely to give to their children and friends when the number of children
increases. But, while the simultaneity of given transfers decreases slightly with the increase
of number of children, the simultaneity of received transfers increases. This shows that
friends take a more helping role when the anchor has more children.

This later statement is also confirmed by the other findings on the ‘reciprocity’ between
giving and receiving (giving and receiving from the same alter). The results sustain a
relatively high reciprocity effect for the transfers with the friend, and no significant
reciprocity effects for transfers with the children. Reciprocity of transfers with the friend is
higher for females and declines sharply for both groups with the increase in the number of
children reported. In fact, with the increase in the number of children reported, the
corresponding numbers of transfers go down (and this also holds for transfers to/from
friends). In fact, the general low incidence of transfers when number of children increases
may also affect predicted results. Investigating this, it is concluded that with the increase in
number of children reported, the transfers to children and friends are negatively affected,
but simultaneous giving to children and friends is not significantly affected. On the other
hand, what is affected significantly is only the reciprocity of transfers with friends.

This chapter draws some important conclusions with regard to the family aspects of
financial solidarity. It has been shown that in the context of The Netherlands, such transfers
do not appear to be driven by altruism. The transfers are directed to both children and they
are also likely to be correlated to transfers to friends. Altruism seems to be overtaken by a
sense of ‘warm glow’. People who give to one are also likely to give to the others. It was also
found that people tend to be reciprocal to their friends, but this reciprocity declines sharply
with the increase in number of children.
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3.10 Appendixes

Table A3.1 Child 1 and Child 2 selections (reordered)

FINANCIAL TRANSFERS TO CHILDREN FINANCIAL TRANSFERS FROM CHILDREN
1AND2 1AND2
Anchor giving to Anchor givingto  Anchor receiving ~ Anchor receiving
child 1* child 2 from child 1 from child 2

Child selected is 1-st Child 2939 8 2232 7
Child selected is 2-nd Child 493 1827 429 1329
Child selected is 3-rd Child 102 701 91 544
Child selected is 4-th Child 30 195 29 167
Child selected is 5-th Child 1 78 1 67
Child selected is 6-th Child 6 24 6 22
Child selected is 7-th Child 2 7 2 7
Child selected is 8-th Child 2 3 2 2
Child selected is 9-th Child - 2 - -
Child selected is 11-th Child - 1 - -
Total sample 3575 2846 2792 2145

* Data reporting on children are reordered so child 1 is always the oldest child. Whenever anchor reports only on one
child, this is also ordered as child 1.

Table A3.2 Ways the anchor has contacted the selected friends in the sample

NUMBER OF SELECTED FRIENDS IN % TO THE TOTAL
Through work 1208 16,83
Through School or volunteer work 1240 17,28
In the neighbourhood 1551 21,61
Through church 214 2,98
Through sports club 488 6,80
Through other type of club 483 6,73
Through entertainment or party 267 3,72
Through partner 471 6,56
Through friends & acquaintances 557 7,76
Through family 285 3,97
Otherwise 412 5,74
Total 7176 100.00
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Table A3.3 The country grouping for the anchors in the sample

GROUP OF NATIONALITIES NUMBER OF ANCHORS
COUNTRIES INCLUDED
(BY COUNTRY OF BIRTH) REPORTING
DuTtcH The Netherlands 7519
EUROPE AND WESTERN COUNTRIES 151
Bulgaria Hungary Spain
Canada Ireland United Kingdom
Denmark Iceland United States
Germany Austria Belarus
Finland Poland Sweden
France Portugal Switzerland
Greece Russia
ARAB AND MIDDLE EAST COUNTRIES 37
Afghanistan India Pakistan
Algeria Iraq
Egypt Iran
LATIN AMERICA COUNTRIES 19
Aruba Costa Rica Peru
Chile Martinique Venezuela
Colombia Mexico
AFRICAN COUNTRIES 19
Congo Nigeria Ghana
Eritrea Zambia
Kenya South-Africa
ASIA AND PACIFIC COUNTRIES 14
China Singapore Vietnam
Philippines Sri South-Korea
Papua Lanka
New-Guinea Thailand
OTHER COUNTRIES
Morocco Morocco 36
Turkey Turkey 36
Antilleans Suriname Dutch Antilles 128
TOTAL REPORTING 7959
Table A3.4 Monthly incomes reported for anchor and partner
OBs.* MEAN STD. DEV.
MONTHLY INCOMES REPORTED FOR ANCHORS WITH NO PARTNER
Anchor employed 2305 0.47 0.50
Anchor's monthly income from employment 1016 1540.98 3198.33
Anchor receives benefits 2305 0.44 0.50
Anchor monthly incomes from various benefits 1013 1187.38 3923.56
MONTHLY INCOMES REPORTED FOR ANCHORS WITH PARTNER
Anchor employed 5856 0.60 0.49
Anchor's monthly income from employment 3148 1554.74 1420.47
Anchor receives benefits 5856 0.22 0.41
Anchor monthly incomes from various benefits 1277 1170.34 2439.98
Anchor's partner employed 5856 0.57 0.49
Anchor's partner monthly incomes from employment 3738 1319.97 1455.45
Anchor's partner receives benefits 5856 0.01 0.11
Anchor's partner monthly amount of benefits 59 656.05 532.93

68



BETWEEN CHILDREN AND FRIENDS

* Numbers of observations for variables of incomes from employment (anchor and partner) and amount of benefits
vary depending on the share that receives any of these transfers. For the remaining, a dummy is constructed to account
for all missing values

Table A3.5 Descriptive statistics for transfers from anchor to alters models (Anchor giving)

GIVINGTOCHILD1  GIVINGTOCHILD2  GIVING TO FRIEND
Mean s.d Mean s.d Mean s.d
Giving financial transfers to
Child or Friend 0.23 0.42 0.23 0.42 0.01 0.12
Anchor Gender: female 0.59 0.49 0.59 0.49 0.60 0.49
(Anchor age less than 35) 0.00 0.07 0.00 0.02 0.29 0.45
Anchor: Anchor age between 35-44 0.12 0.33 0.08 0.26 0.24 0.43
Gender & Age  Anchor age between 45-54 0.32 0.47 0.31 0.46 0.20 0.40
Anchor age between 55-64 0.29 0.45 0.32 0.47 0.15 0.35
Anchor age 65 plus 0.26 0.44 0.29 0.46 0.12 0.33
Anchor: Anchor number of children 2,62 121 286 117 1.58 142
Children
Anchor .
Anchor household size 241 1.28 2.29 1.20 251 1.34
household
(Anchor employed) 0.41 0.49 0.37 0.48 0.58 0.49
Anchor and Anchor uflempI/housewife 0.22 0.42 0.22 0.42 0.17 0.37
partner: Anchor disabled 0.06 0.25 0.06 0.24 0.05 0.22
Anchor pensioner 0.29 0.45 0.32 0.47 0.14 0.35
employment
status (Partner employed) 0.33 0.47 0.30 0.46 0.43 0.49
Partner unempl/housewife 0.14 0.34 0.14 0.35 0.09 0.28
Partner pensioner/disabled 0.21 0.40 0.23 0.42 0.11 0.32
Anchc?r: Anchor currently living in 022 041 023 042 017 037
Dwelling detached house
Anchor/Partne  Anchor’s income (In) 243 3.42 224 3.35 3.66 3.60
r: Empl. Anchor’s benefits (In) 2.64 3.37 2.81 3.42 1.76 298
Income Anchor’s partner inc. (In) 2.74 3.48 2.75 3.47 277 3.52
Anchor: Anchor Lower Educ. 0.50 0.50 0.51 0.50 0.33 0.47
Education (Anchor Intermed. Educ.) 0.24 043 0.24 042 0.32 0.47
Anchor HigherEduc. 0.26 0.44 0.26 0.44 0.35 0.48
(Anchor: Married) 0.69 0.46 0.70 0.46 0.54 0.50
Anchor: Anchor: Never married 0.02 0.14 0.01 0.11 0.29 0.46
Marital Status ~ Anchor: Divorced 0.15 0.36 0.15 0.35 0.10 0.30
Anchor: Widow 0.14 0.34 0.15 0.35 0.07 0.25
Anchor: Current year of 0.01 0.11 0.01 0.11 0.02 0.15
moving in the new house
Born in The Netherlands 0.93 0.26 0.93 0.25 0.93 0.26
Anchor: Other Anchor student 0.04 0.19
Partner student 0.01 0.10
Alter gender: Female 0.50 0.50 0.50 0.50 157 0.49
(Alter age less than 25) 0.32 0.47 0.35 0.48 0.08 0.27
Alter age 25-34 0.32 0.47 0.37 0.48 0.22 0.41
Alters: Age & Alter age 35-44 0.25 0.43 0.29 0.46 0.24 0.43
Gender Alter 45+ (Friend 45-54) 0.11 0.31 0.05 0.21 0.21 0.41
Alter age between 55-64 0.14 0.35
Alter age 65 and older 0.11 0.31
Alter currently enrolled 0.23 0.42 0.24 0.43 0.04 0.19
(Alter intermed. Education) 0.34 0.47 0.37 0.48 0.29 0.46
Alters: Alter low education 0.36 0.48 0.38 0.49 0.28 045
Education Alter high education 0.30 0.46 0.26 0.44 0.30 0.46
AIters:. . AIterA urban124at10n (1 .low 1.95 1.65 1.86 164 265 1.38
Urbanization density — 5 high density)
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and distance

Alter — Anchor distance (In)

1.44

1.88

1.42

1.86

1.03

218

N

3574

2846

7176

Table A3.6 Descriptive statistics for transfers to anchor from alters models (Anchor receiving)

RECEIVING FROM RECEIVING FROM RECEIVING FROM
CHILD 1 CHILD 2 FRIEND
Mean s.d Mean s.d Mean s.d
Receiving financial
transfers from Child/Friend 0.02 0-14 0.02 0-14 001 0-10
Anchor Gender: female 0.58 0.49 0.59 0.49 0.60 0.49
(Anchor age less than 35) 0.00 0.02 0.00 0.00 0.29 0.45
Anchor: Anchor age between 35-44 0.04 0.18 0.02 0.12 0.24 0.43
Gender& Age  Anchor age between 45-54 0.28 045 022 0.42 0.20 0.40
Anchor age between 55-64 0.36 0.48 0.38 0.49 0.15 0.35
Anchor age 65 plus 0.33 0.47 0.38 0.49 0.12 0.33
Anchor: Anchor number of children ~ 2.67 125 287 1.19 1.58 142
Children
Anchor .
Anchor household size 1.93 0.82 1.78 0.62 2.51 1.34
household
(Anchor employed) 0.33 0.47 0.28 0.45 0.58 0.49
Anchor and Anchor unempl/housewife 0.22 0.42 0.22 0.42 0.17 0.37
partner: Anchor disabled 0.07 0.25 0.06 0.24 0.05 0.22
Anchor pensioner 0.36 0.48 0.42 0.49 0.14 0.35
employment
status (Partner employed) 0.26 0.44 0.21 0.41 0.43 0.49
Partner unempl/housewife 0.14 0.35 0.14 0.35 0.09 0.28
Partner pensioner/disabled 0.25 0.43 0.29 0.45 0.11 0.32
Ancho.r: Anchor currently living in 022 041 023 042 017 037
Dwelling detached house
Anchor’s income (In 1.98 3.23 1.69 3.06 3.66 3.60
Anchor/Partner 1 s benefits (In)) 311 347 341 3.51 1.76 298
: Empl. Income 3
Anchor’s partner inc. (In) 2.55 3.42 2.55 3.41 277 3.52
Anchor: Anchor Lower Educ. 0.52 0.50 0.53 0.50 0.33 0.47
Education (Anchor Intermed. Educ.) 0.22 0.42 0.22 0.41 0.32 0.47
Anchor HigherEduc. 0.25 0.43 0.25 0.43 0.35 0.48
(Anchor: Married) 0.66 0.47 0.66 0.47 0.54 0.50
Anchor: Anchor: Never married 0.02 0.12 0.01 0.08 0.29 0.46
Marital Status Anchor: Divorced 0.16 0.36 0.15 0.36 0.10 0.30
Anchor: Widow 0.16 0.37 0.18 0.38 0.07 0.25
Anchor: Current year of 0.01 0.11 0.01 0.11 0.02 0.15
moving in the new house
Born in The Netherlands 0.94 0.24 0.94 0.23 0.93 0.26
Anchor: Other Anchor student - - - - 0.04 0.19
Partner student - - - - 0.01 0.10
Alter gender: Female 0.52 0.50 0.52 0.50 157 0.49
(Alter age less than 25) 0.15 0.36 0.17 0.38 0.08 0.27
Alter age 25-34 0.39 0.49 0.46 0.50 0.22 041
Alters: Age & Alter age 35-44 0.32 047 0.38 0.49 0.24 043
Gender Alter 45+ (Friend 45-54) 0.14 0.34 0.06 0.24 0.21 041
Alter age between 55-64 - - - - 0.14 0.35
Alter age 65 and older - - - - 0.11 0.31
Alter currently enrolled 0.07 0.26 0.09 0.28 0.04 0.19
(Alter intermed. Education) 0.25 0.43 0.27 0.45 0.29 0.46
Alters: Alter low education 0.38 049 0.36 048 028 045
Education Alter high education 037 048 033 047 030 0.46
Alters: Alter urbanization (1 low
Urbanization density - 5 high density) 247 147 244 146 265 1.38
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and distance Alter — Anchor distance
(In)
N 2795 2148 7176

1.83 1.93 1.86 1.92 1.03 218

Table A3.7 Approximate likelihood-ratio test of proportionality of odds across response
categories!

NUMBER OF OBSERVATIONS CHI SQUARED

ANCHOR GIVING FINANCIAL HELP TO:

Child 1 3574 53.87**

Child 2 2846 28.10

Friend 7140 276.67***
ANCHOR RECEIVING FINANCIAL HELP FROM:

Child 1 2791 84.64%**

Child 2 2148 117.59***

Friend 7140 206.65***

(1) Results using ordered logit (transfers “0”, “<500 Euros” and “>500 Euros”. A significant test statistics provides
evidence that the parallel regression assumption has been violated * significant at 10%; ** significant at 5%; ***
significant at 1%

Table A3.8 Logit estimations of the likelihood of financial transfers from anchor (anchor
transferring to children)

GIVING TO CHILD 1 GIVING TO CHILD 2
Coef. s.e. Coef. s.e.
SHOCKS TO ANCHOR’S CHILDREN
Child has had severe illness in last 12 months 0.28 0.49 -0.18 0.70
Child has had financial problems in last 12 months 0.33 0.73 1.03 0.69
Constant -1.11* 0.65 0.09 -2.17%%*
N 3574 2843
Log likelihood -1768 -1407

Note: Other variables included are same as in Table 3 & 4. * significant at 10%; ** significant at 5%; *** significant at 1%.
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CHAPTER 4

4.1 Introduction

Intergenerational support from parents to children is the most common support within
the family. Throughout their lives parents support their children with both monetary and
non-monetary transfers. The type of support given and the propensity of giving differ based
on the characteristics of parents and children (Borghans and Tomini 2010). Children, on the
other hand, also tend to be different in their particular needs at a given time. The
characteristics of parents and children and the particular needs of the children are therefore
the main determinants of the occurrence of these transfers. But, what happens to transfers to
one of the children if the parent transfers also to other children at the same time? Will the
transfers happen at the cost of reducing transfers to others? Will the parent reduce transfers
to the same child for the next years? And, will different types of transfers substitute or
complement a particular transfer to this child?

This Chapter analyses transfers of monetary and non-monetary support from parents to
their children. The aim is to explore the patterns of support given by parents when more
than one child is involved or when parental transfers extend over time. For this,
characteristics of parents and each child are analyzed by also considering the needs of the
other children. The chapter uses Netherlands Kinship Panel Study data for 2005 and 2007
(Dykstra et al. 2004) to explore both the “between-children” (simultaneous transfers given to
different children within the same year) and “between-time” (recurrent transfers given to
the same child in different years) interdependence of different transfers. These transfers
include money/valuables, housework help, odd job help, and advice. The main results
showed that in general such parental transfers depend on particular characteristics of
parents and children. By exploring the interdependency of transfers was found that: (i)
Similar types of transfers are positively correlated both between children (e.g. whenever a
parent transfers money to one of the child he is also likely to transfer to the other child) and
between years. Financial transfers in particular were the most highly correlated transfers. (ii)
Parents seem also to positively associate different transfers with each-other when
transferring to the same child. This was the case for transfers like: money and advice, money
and household help, household help and odd job help, or advice and interest. (iif) The
“exhaustion” effect of parents was evident when checking for the combination of types of
transfers given to different children. For example, when a parent gave financial transfers to
child 1, he/she was also likely to give advice to child 1 and financial transfers to child 2, but
also less likely to give advice to child 2. (iv) The exhaustion effect was not strong for
transfers over time to the same child. Parents seem to “care” more about the combination of
the transfers given to the child and they manifest less “exhaustion” over the years.

The motives behind inter-vivos transfers from parents to their children may relate to
altruism, intergenerational transfer of wealth, or exchange (Arrow 1972; Becker 1981;
Bernheim, Shleifer et al. 1986; Cox and Rank 1992; Altonji, Hayashi et al. 1997). Usually,
these transfers involve transfers of money, time or other resources and can be complex,
especially if multiple children are involved. In fact, many empirical studies have shown that
inter-vivos transfers are dependent on children’s characteristics and vary over time
(Borghans and Tomini 2010). These studies have demonstrated that parents use inter-vivos
cash transfers to ‘equalize’ between their children’s’ incomes by giving more to those with
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lower incomes and less to those with higher (Menchik, 1980; Dunn & Philips, 1997; Jellal and
Wolff, 2007). On the other hand, parent’s equity concerns towards all children may lead
them to transfer to all of them simultaneously. Studies of parental bequests have
demonstrated that the amounts of such transfers tend to be generally more ‘equally’
distributed between the children than the inter-vivos (Light and McGarry, 2004; Berhman
and Rosenzweig, 2004).

The evidence coming from inter-vivos and bequests shows that parents have equity
concerns towards their children. Parents carefully consider all other children whenever they
decide to help any of their children (Bernheim and Severinov, 2003). The altruism theory
(Becker 1981; Altonji, Hayashi et al. 1997) suggests that parents may consider the particular
need of one child and decide on whether to transfer or not. But when more than one child is
involved, parents may also choose to consider the needs of the other child. The timing and
the type of transfers to each child will therefore depend on these two dimensions. There
exists little evidence on how parents would behave in such circumstances. If parents were to
behave in a pure altruistic way, they will try to address particular inequalities arising from
particular shocks or needs (e.g. because of particular drops in incomes of one of the
children) using compensatory transfers (Hochguertel and Ohlsson 2009). Particular needs of
one child will therefore reduce the probability of transferring to the other. If equality
concerns were much stronger for the parents they will keep transferring to both children. In
this later case, a particular need of one child will trigger transfers to all other children.
Theoretical and empirical evidence on this is mixed. Stark and Zheng (2002) argue that in
fact parents may choose to mandate non-compensatory inter-vivos to their children (by
promoting those children with higher potential) and thus rely on intra-sibling altruism. But,
what happens if parents have more than just financial transfers to address their equity
concerns? Will the different types of transfers be complements or substitutes of each other?
And, how would these transfers interrelate to each other if different children are
considered?

The chapter begins in Section 2 with a review of the main theoretical concepts and
empirical evidence explaining simultaneous intergenerational transfers to more than one
child. Section 3 and 4 discuss the nature of data and the empirical models used. Results from
both steps of the analysis are given in Section 5. Section 6 discusses both the implications of
these results and the main findings.

4.2 The Theoretical Framework

Generally, inter-vivos transfers from parents to children are supposed to be dependent
on two main factors: 1) a pre-decided general pattern of giving - previous studies show that
in western societies resources mainly flow from old to young generations (Bengtson and
Roberts 1991; Cooney and Uhlenberg 1992), and 2) the specific needs that arise during the
life course of their children (Barnet-Verzat and Wolff 2002). Many authors argue that
parents tend to direct their inter-vivos financial transfers towards children with higher
needs (driven by the second set of factors) favouring those children with lower incomes at a
certain point in time. Such theory would support the altruism model of the motives for
inter-vivos transfers (Becker 1981). Nevertheless, limited evidence exists on how the overall
simultaneous transfers of financial resources, services, and general support would vary over
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time when more than one child is considered. Will these transfers favour more the needy
child (supporting therefore the second set of factors)? Would parents tend to be more
‘equalitarian’ over time between the two (or more) children? And even if they are, do they
use the financial transfers in the same way as non-financial transfers? Are these transfers
treated as substitutes or complements of each-other?

The basic altruism model assumes that utility of the children enters in the utility
function of each parent (Becker 1981). The model in the second chapter (see also 2.5.1)
indicates that parents with more than one child will take all transfers to their children into
account when they have to transfer to a particular one. The decision to transfer or not to that
particular child would depend on whether parents see transfers to their children as
complements or substitutes. However, this theoretical model assumes that parents can
transfer only one type of transfers. The theoretical setting becomes even more complicated
when different types of transfers are considered. Parents may also use other source of
transfers as complements to financial transfers or as substitutes to them.

Evidence on simultaneous transfers to all children remains mixed. Menchik (1980) and
Dunn & Philips (1997) demonstrate that inter-vivos financial transfers tend to be directed
towards poorer children, and bequest distributed more equally between all children.
Wilhelm (1996) looking at the distribution of bequests and testing for motives of altruism
also found that the difference in characteristics between children (like large earnings
differentials) have little effect on the equality of bequests. He also mentioned that given the
existing empirical evidence gives little hope in determining whether parents have long-term
equalization objectives, and therefore are more likely to equalize between their children
using complex transfers (including inter-vivos, human capital, or bequests). Jellal and Wolff
(2007) modelling the behaviour of altruistic parents reach to the conclusion that parents use
inter-vivos for compensating disutility of children (whenever children show observable
efforts, like attending education), while bequests are used to equalize children’s marginal
utility of consumptions (thus if children’s incomes are considered, bequests resemble to
compensatory transfers, while inter-vivos can be either positively or negatively associated to
such incomes).

The equal division of bequests is also sustained by Berhman and Rosenzweig (2004),
who investigate the effect of bequests on shaping the behaviour of children. Their findings
suggest that bequests are distributed equally among off-springs, and this equal distribution
is consistent throughout the income distribution. Such division contradicts with the
hypothesis that parents perform compensatory transfers (based on altruistic model) and that
this implies that they use different means (e.g. human capital investments) to pursue their
strategic objectives and influence children’s behaviour.

Light and McGarry (2004) mention that often parents tend to play “favourites” by
giving unequally transfers to their heirs. They look specifically at bequests (real estate) and
explore questions on the reasons of giving equal/unequal transfers. They analyse the reasons
behind transfers of bequests and mention among other motives; altruism (people give
transfers according to children’s needs), exchange (particular children have been given more
than others in earlier relationship), evolutionary (favouring biological children), and
equality (children are seen equally).
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Bernheim and Severinov (2003) develop a theoretical model where they test the
distribution of parent’s transfers to multiple children when information is available to all
parties. They conclude that transfers tend to be equal when they are observable to all
children, and that the same argument could be brought to argue for unequal distribution of
inter-vivos transfers.

Stark and Zheng (2002) argue that given the fact that bequests are divided equally
between children, there is no any particular reason why inter-vivos transfers should be
addressed mostly to the ‘needy’ child. They argue that there are reasons to believe that
altruistic parents rely on altruistic siblings, and that these parent-child relations rely on a
web of horizontal and vertical transfers which is extended over their life-times. In fact
Borghans and Tomini (2010), investigating the probability of outward financial transfers
from Dutch parents to their children and friends, find that transfers between randomly
selected children are correlated among them.

4.3 Data and Descriptive Statistics

This study uses data from 2005 and 2007 waves of the Netherlands Kinship Panel
Study. This is a panel survey exploring the ties and support between family members in the
Netherlands. The variables include the characteristics of individuals and their family
members (with whom they have been in contact during the last 12 months) as well as
measures of transfers with selected family members. The survey is designed to get
information on the individual respondents (so called ‘anchors’), and the interactions with
surrounding family members. Anchors have provided information on their selected family
members (referred to as ’alters’), among whose, two of their randomly selected
biological/adopted children aged 15 or over (Dykstra et al, 2004). Only variables available
both in 2005 and 2007 were selected for the analysis as the interest is primarily on “parents to
children’ transfers. These transfers include financial transfers, help with housework, help
with odd-jobs, and advice given.

The children of the anchors in the study are chosen randomly from all possible living
children of the anchor. Although this selection has been random, the ordering of the
children in the survey puts oldest children first in most of the cases (see Table A4.1 in the
appendixes). It was suspected that this may have created biases in the analysis especially
when the effects of characteristics of the other children are needed to be estimated
separately (I refer back to this quality in the empirical approach). For this, children were
reordered so that the oldest child is always the first. In order to achieve randomness they
were reordered again using the family identification number.?? This ensures having a
random selection of both child 1 and 2. The randomness of choosing the children and
ordering ensures that the results are similar when each of the children is taken as a
reference. Given the re-randomization of the children’s ordering (and the consequent similar

2 This is done by reordering child 1 and 2 so that in families where the identification number corresponds to an
uneven number child 1 (the oldest) is always the first and vice versa. Choosing a random order for sorting the families
gives very similar results, but our method allows for replication of the analysis by whoever is interested.
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results for both children when the other sibling is considered) only the results using the
pooled data for both children are presented here. %

The survey gives limited information on the financial amount transferred and on the
number of times for other transfers (information on the exact amount of money or quantities
of time involved is not available).?! As the primary goal is to look at the interdependence of
transfers, the focus here is only on the occurrence of the different transfers. Concentrating
only the occurrence makes such transfers as much quantitatively comparable as possible.
This incidence for each of the transfers is denoted by “0” if the parent did not transfer or “1”
if the parent transferred. Table 4.1 gives a brief overview of this incidence during 2005 and
2007 for both children. The table shows that transfers of money are less popular if compared
to the other transfers (on average about 24 per cent of the parents transfer money to their
children in each year), while giving advice is the most popular (more than 80 per cent of the
parents give advice to children). Help with housework and odd jobs is less frequent than
giving advice but more frequent than financial transfers. Almost 32 and 45 per cent of the
parents respectively in each year have helped with housework or odd jobs. The table shows
that financial transfers have increased slightly between years 2005 and 2007 (from 23 per
cent in 2005 to 25 per cent in 2007) and the same could be said for the advice given (from 80
per cent to 84 per cent). At the same time, help given with odd-jobs or housework has not
changed from 2005 to 2007 (though the effect for both is not statistically significant).

Table 4.1 Incidence of transfers from parents to children for 2005 and 2007

YEAR FINANCIAL! HOUSEWORK ODD JOBS ADVICE

10 Yes (Once/twice or several times) 0.23** 0.32 0.45 0.80***
(=]
N N2 5671 4517 4517 5671
5 Yes (Once/twice or several times) 0.25** 0.32 0.45 0.84***
& N 3674 3674 3674 4188

MEAN FOR BOTH YEARS 0.24 0.32 0.45 0.82

1- Financial transfers include both transfers smaller and larger than 500 Euros.

2- Number of observations for each category

Stars indicate whether the mean for each group is significantly different from the total mean for both years (*significant
at 10%; ** significant at 5%; *** significant at 1%).

Table 4.2 gives the incidence of simultaneous transfers to both child 1 and child 2 for
each year (only for parents that have two or more children). The data show that when a
parent transfers to one child he/she is very likely to transfer also to the other (e.g. 23 per cent
of the parents in 2005 transferred money to at least one of the children — from Table 4.1 —
and 18 per cent of parents transferred to both Child 1 and 2 — from Table 4.2). From all the
types of transfers, advice given to both children is highly simultaneous. Almost 74 per cent
of the all parents with two or more children in 2005 have given advice both to child 1 and 2,
while 78 per cent of them have reported to have done so in 2007. This may also due to the

% As the selection of children is randomized in the survey (and we have randomized their ordering) results for models
with separate children give similiar results and are available upon request from the authors.

3 The information available for financial transfers includes their magnitude (no transfer, less than 500 Euros, or more
than 500 Euros), while for help with housework, odd-jobs, and advice only frequencies (no transfer, once or twice, or
several times) are available.
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high incidence of advice (see Table 1). Financial transfers or helping with housework appear
to be almost at the same levels when simultaneously given to both children (almost 20 per
cent of parents with two or more children declare to have given such transfers to both child
1 and 2). Simultaneous transfers seem to decrease with the increase in the number of
children (seems that parents cannot cope very well with transferring to many children at the
same time), but the effects remain still visible and strong (especially if compared to the total
number of parents transferring to any of the children in Table 4.1). The data show an
increase in the particular share of simultaneous financial transfers and advice given over the
years, whereas there is a decline in the share of simultaneous housework and odd job help
given (see also Table A4.2).

Table 4.2 Simultaneity of support to child 1 and child 2 (by number of total children)

SUPPORTING BOTH CHILD 1 & 2 AT THE FINANCIAL HOUSE
ODD JOBS HELP ADVICE
SAME TIME TRANSFERS! WORK HELP
Anchor has 2 children 021 023 038 0.77%

8 Anchor has 3 or more children 0.14%% 0.16%* 028+ 0.71%

(=]

N Allanchors 0.18 02 0.33 0.74
N 5612 4018 4018 5612
Anchor has 2 children 0.22%%* 0.23*** 0.35%** 0.81***

5 Anchor has 3 or more children 0.17%% 0.13%* 026 0.75%

(=]

Y Allanchors 0.20 0.18 0.30 0.78
N 3352 3352 3352 4134

1- Financial transfers include both transfers smaller and larger than 500 Euros.
Stars indicate whether the mean for each group is significantly different from the total mean for that group (*
significant at 10%; ** significant at 5%; *** significant at 1%).

Table 4.3 below gives the figures on recurrent transfers to the same child over different
years, i.e. 2005 and 2007. The between-years transfers tend to be recurrent following a
similar incidence as the between-children simultaneous transfers. This shows that parents
who give to one child are not only likely to give to other children but they are also likely to
give to the same child over time. However, the data show that between-years financial
transfers are less likely to be recurrent if compared to between-children transfers in Table 4.2
(especially if the number of total children increases). This weaker link of between-years
financial transfers suggests for fewer needs as children grow old and/or parents that do not
want their children to be dependent on such transfers.

The main control variables include characteristics of parents and children, like:
demographic variables of (gender, age cohorts), household information (number of
household members, marital status), education, distance from each-other, and health status.
Other specific characteristics included for parents are: employment status and employment
incomes (for parents and their partners), type of dwelling, etc). The dataset for 2007 also
includes information on specific “shocks” to children, i.e. having a sudden or long term
illness, bankruptcy, having disabilities, or self-assessments of the health conditions.

79



CHAPTER 4

Unfortunately this information is not comparable to the information that exists for such
shocks before 2005. Such information is used separately to test the robustness of the results.

Table 4.3 Recurrence of support to the same child in 2005 and 2007 (by number of total
children)

RECURRENT SUPPORT TO THE SAME CHILD FINANCIAL HOUSE WORK ODD JoBs

ADVICE
IN 2005 AND 2007 TRANSFERS! HELP HELP
Anchor has 1 child 0.17%* 0.22 0.35 0.83***
&  Anchorhas2 children 0.14% 0.22%%% 0.33%+ 0.78%%
N
gl Anchor has 3 or more children 0.10% 0.14% 0.26"** 0.70%*
[=}
o All anchors 0.12 0.18 0.30 0.75
N 4028 4028 4028 4772

1- Financial transfers include both transfers smaller and larger than 500 Euros. Stars indicate whether the mean for each
group is significantly different from the total mean for that group (* significant at 10%; ** significant at 5%; ***
significant at 1%).

4.4 Empirical approach

The empirical approach consists in testing for the determinants of the probability of
transfers to one child taking into account the need of the other child and the family effects
(the heterogeneity in the probability of giving between families). The main goal is to identify
how the characteristics and giving to one child will influence giving to the other (or giving
to the same child over time).

Figure 4.1 Comparisons of transfers between children and over time

Year 2005 Year 2007
Transfers - —
to Child 1 \ Child 1
Child 1 _ | _
Transfers ‘ ,’:
to Child2 | Child 2
Child 2 §

A graphical explanation of these relationships is given in Figure 4.1. The figure shows
that the chapter explores both between-children comparisons, i.e. comparing similar types
of transfers to child 1 and child 2 within the same year, and also between-years
comparisons, (i.e. comparing similar types of transfers to child 1 in 2007 and 2005).
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The separate cross-sectional data for 2005 and 2007 are considered first. As mentioned
above, the main assumption is that giving to a child is determined by the characteristics of
the parent (the parent/family effect), the need of the child (represented by child’s
characteristics) but also by the need of the other child (particular needs represented by
child’s characteristics). In order to account for this, the models need to control for the main
characteristics of parents and children determining the probability of transfers by also
accounting for the need of the other child. This is done by estimating the probability of
transferring to a child a given transfer in a given year, where transfer occurrence is
represented by a binary variable and takes only two values coded 0 and 1. The empirical
estimations of such models here use a non-linear estimation of this probability.?> The
positive outcomes are determined as below:

Ptkl:a+ﬁlxp+ﬁzxk1+7(ﬁzxk2)+v>0 (4.1)

where Pt,, refers to the dichotomous variable of giving a particular transfer (from the
parent) to child 1, ¢ is a constant, B, and f, are vectors of estimated coefficients that

correspond to the characteristics of the parent and child, X b X and X,, are vectors

with characteristics of the parent, child 1, and child 2, y represents a coefficient
corresponding to the aggregate effect of the characteristics of the second child (here referred
as the “need” of the second child), and v is a vector of residuals errors having a normal
distribution. The sign of the y coefficient will also determine whether the particular
characteristics of the other child will influence positively or negatively the probability of
giving to the first child.

A similar approach is used to explore the interdependence of the transfers over the
years (giving the same type of transfers to the same child in 2005 and 2007). The probability
of giving in 2007 is therefore measured by:

Pt, o =a+pBX p,07 + B, X7 V(B X 0s) +v >0 (4.2)

where Pt refers to the dichotomous variable of transferring a particular of transfer from

the parent to his/her child in 2007, X 00 and X are vectors with characteristics of the

7 k1,07

parent and child in 2007, while X K105 is a vector with characteristics of the child in 2005.

Again the sign of y coefficient determines whether the transferring probability is dependent

on the previous particular needs of the same child.

The y coefficient above measures the effect of the need of the other child. However,

inter-vivos from parents are also dependent on the probability of giving and different
transfers are also interlinked with each-other (e.g. parents who give money to their children

32 Logit or probit models yield very similar results but are far more difficult to run given the specifications of the
models. We have also tried running the same models using more information available on the amounts or frequencies
(considering financial transfers measured using their magnitude - no transfer, less than 500 Euros, or more than 500
Euros - while help with housework, odd-jobs, and advice measured using their frequency - no transfer, once or twice,
or several times). Results are also very similar, but we chose here to present the probabilities as they are more easily
interpreted (as compared to categorical variables above) and also comparable across transfers. Other results (not
presented here) are available on request by the authors.
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may be less/more likely to give help with housework or odd-jobs). The goal consists in also
exploring the interdependence of different transfers given to a child within the same year or
between different years. This is done by estimating separately the residuals for each of the
models which were run previously (step 1). The method consists in running separately the
model for each transfer and including the residuals of the other models of interest
(estimated separately for each transfer and children — see section 3). This step is repeated for
all the possible combinations (between children and years) in the dataset for a particular
year (2005 or 2007). Hence, the model takes the form as below:

Pt,, :a+ﬁlxp+:B2Xk1+:33‘9k1+ﬁ4‘9k2 +v>0 (4.3)

where B, and f, are vectors of estimated coefficients corresponding to error terms
from previously estimated models of other transfers, g, and g, are vectors of residuals

errors for other models estimated for child 1 and 2 having a normal distribution. The sign
and statistical significance of such error terms gives the extent of the correlations between
different transfers.

In addition, the correlations between giving to the same child in different years are also
explored. Here, the model takes the forms as below:

F)tk1,07 =a+ ﬁl X po7 T ﬁz X kLo7 T ﬁ38k1,07 + ﬁ4‘9k1,05 +v>0 (4‘4)

where B, and g, refer to vectors of residuals corresponding to error terms form
previously estimated models for the same child in 2005 or in 2007, Eyp g 1S the vector of
residuals having a normal distribution in year t (2007) and ¢ ,  is the vector of residuals

having a normal distribution in year t-1 (2005).

4.5 Empirical results

This section gives the main results from the estimation of models as described in section
4. The section discuses first the models accounting for the interdependence of transfers
between children (or between years) and then turn the attention to the correlation between
different types of transfers.

4.5.1 Transfers and the needs of the other child

Table 4.3 gives results of the models for the probability of transferring in 2005
considering the need of the other child in the same year. The coefficients show how
characteristics of the parent and children and the need of the other child influence the
probability of transfers (the coefficients for the main control variables are similar when
models are estimated for 2007 while the values of the need coefficients are displayed in
Table A4.3). Similar models are estimated for the probability of transferring in 2007
considering the need of the same child in 2005. The reduced versions of these models
including only the need coefficients are given in Table 4.4 (complete results for the other key
coefficients are very similar to 2005 and are available on request from the author).
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The results on the main characteristics of children and parents show that female parents
are less likely to give financial transfers and help with odd jobs (though this is not
statistically significant), but more likely to give household help, and advice. On the other
side the main beneficiaries of transfers seem to be female children (the effect is statistically
significant especially for household/odd-job help and advice given). The older parents
(especially parents older than 65 years) are more likely to give financial transfers and
interest, but less likely to help with housework, odd jobs and also less likely to give advice.
Younger children, i.e. children younger than 25 years, seem more likely to be the
beneficiaries of all the transfers. This suggests that parents help their children especially in
their early years of adult life, and also confirms the trend of intergenerational transfers in
developed countries evidenced by earlier studies (Rossi and Rossi 1990; Schoeni 1997;
Cameron and Cobb-Clark 2001; Kohli, Kiinemund et al. 2005; Albertini, Kohli et al. 2007).

Wealth and employment income of the parents seem to have a general positive effect on
the probability of transfer to children. Wealthy parents are more likely to support their
children especially with financial transfers, indicating for possible intergenerational transfer
of wealth. Similar trends are also found in other developed countries (Kotlikoff 1988;
Lundholm and Ohlsson 2000; McGarry 2001; Ohlsson 2007). Statistically, the effect of
income from employment is less significant and some of the times reversely related to the
probability of transfers. For instance, higher employment income of parent’s partner
contributes to lower probability of household help for the child.

Education of both parents and children influences the probability of transfers. Higher
educated parents tend to be more likely to transfer, and higher educated children are more
likely to receive these transfers. This trend is consistent in both years, showing that higher
educated parents invest more time and resources in their children’s education. And, since
education of the parent is correlated with the education of the child, they are also more
likely to transfer more to the higher educated children. This also confirms the findings of
Berhman and Rosenzweig (2004) who suggest that parents use compensatory inter-vivos to
pursue strategic objectives like investing in human capital. Higher educated parents may
also receive more from their children as previous studies have shown (Borghans and Tomini
2010) indicating for a higher intensity of transfers between similar groups.

The excellent health status of the parent does not affect significantly the probability of
transfers (except for odd-jobs), while the bad or very bad health status affects especially the
help given with housework and odd-jobs. If the child is resident in the Netherlands he/she is
more likely to get financial transfers, household help and odd jobs help (though the effect
for these last two is not statistically significant). Having children influences positively the
probability of helping with housework and odd-jobs, indicating that such help is also child
related.

Distance from the parent affects negatively the help received with housework, odd-jobs
and also advice, while it does have a positive effect on financial transfers (statistically
significant). Parents seem to “compensate” for being away by using more financial transfers
(in the absence of frequent help with housework or odd-jobs). However, this effect is not
always strong.
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The lower part of Table 4.3 gives the coefficient for the need of child 2 in 2005. This
represents the effect of the combined characteristics of child 2 on the probability of giving to
child 1. The results show that there is a strong positive effect for financial transfers. This
confirms that whenever child 2 is “in need”, the parent is also likely to give to child 1. The
results for 2007 are reproduced in Table A4.3 and confirm the same finding. The finding
rejects the pure altruism hypothesis sustaining that the parent tend to give to the neediest
child. Moreover it demonstrates that financial transfers to children in the Netherlands are to
a lesser extent led by the need of the child and may relate mostly to intergenerational
transfers of wealth or education investments (the results in Table 4.3 show that enrolment in
education affects positively these transfers).

Advice given to one child is also influenced positively by the specific need of the other
one (the effect is positive for both 2005 and 2007 but statistically significant only in 2005). As
the results show, parents are more likely to give advice to single/divorced younger female
children that are highly educated. Such parents seem more concerned about their young
children (and probably also think that they need advice at this point). This may also explain
why parents are likely to give advice also to the other child when one of them needs it.The
need coefficients for help with household or odd-jobs do not follow the same trends as for
financial transfers and advice. They are not statistically significant for both 2005 and 2007
and also turn negative (especially for household help). This shows that the need of the
second child influences little the help given to the first one. Moreover, as the sign shows,
sometime this need will also influence negatively the help given to the other child. The
result is logical as such transfers are likely to be driven by specific needs of children (e.g.
having young children, or just needing extra help in the kitchen). Parents do not “value” the
equality of the children when it comes to such transfers helping the neediest.

Table 4.4 gives the results for the probability of giving to a child in 2007 and the effects
of the needs that the same child had in 2005. Estimating the need coefficients for transfers to
the same child but in different years gives a different picture. The specific needs that the
child had in 2005 do not have any significant effect on the probability of the financial
transfers to him in 2007. On the other hand they do have a negative (and statistically
significant) effect for household help received. This shows that needing more housework
help in 2005 contributes to a lower probability of getting such help in 2007. Parents tend to
give less housework to the same child over time. This may relate to the fear that the child
will become dependent on such help, or just because such needs are simply temporal needs.
The only positive and statistically significant coefficient stands for advice. Contrary to the
other transfers, parents seem to relate advice to the past needs of the children. They continue
giving advice to their children in 2007 even if they needed it two years ago, in 2005.

452  Interdependency of transfers

Tables 4.5 gives the results of the models for 2005 including the residuals from the
previously run models of the other transfers for the same and for the other child in 2005.
Residuals are introduced to compare different transfers given to same or different children.
The table shows that there exists a general positive association between the probabilities of
transferring certain types of transfers to the same child in 2005 (upper part of Table 4.5).
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Giving advice and financial transfers or odd-job help and financial transfers are
positively associated (and coefficients appear statistically significant), while coefficients for
helping with housework and financial transfers (though positively correlated) do not appear
statistically significant. Household help is strongly associated with odd-jobs help, while
advice is also positively correlated with all the other transfers. The results are similar if
compared with the results in 2007 (see upper part of Table 4.6). This shows that parents use
different transfers as complements to each-other (e.g. whenever they give household help
they are also very likely to give odd-jobs help, or whenever they give financial transfers they
are likely to give advice).

The lower part of Table 4.5 shows that parents also tend to positively associate similar
transfers when transferring to different children (e.g. giving financial transfers to child 1 and
child 2 in 2005). The highest positive coefficient is for financial transfers, but also advice,
housework help, and odd-jobs help are positively associated between the children (and all
coefficients are statistically significant). These results demonstrate a strong effect when it
comes to between-children equity for similar transfers. If the parent gives a certain transfer
to child 1, child 2 is also very likely to get the same type. It seems that, more than for
anything else, parents have such “equity concerns” for financial transfers and advice.

Important outcomes in the lower part of Table 4.5 are also the cross-associations
between different types of transfers given to different children. Although different types of
transfers are positively associated with each other (e.g. giving financial transfers and
advice), parents seem to “exhaust” their resources and do not always relate such transfers to
each other when it comes to different children. Given the positive correlation between
different transfers to the same child and between similar transfers to different children, one
would assume that certain combinations of transfers (e.g. financial transfers and advice, or
help with housework and odd jobs) to different children would also be positively correlated
to each other. The results show that this is not always the case. Parents seem to be less likely
to associate financial transfers to child 1 with advice for child 2. In fact, results show that
such transfers are negatively associated (and statistically significant). This “exhaustion”
effect may be due to two reasons: (1) Parents tend to equalize between the most “direct” and
“visible” transfers (e.g. giving financial transfers to both children), but they “substitute
away” less visible transfers (e.g. advice), and (2) parents eventually “exhaust” their
resources at a given time (e.g. if they give household help to child 1, they are also likely to
give household help to the child 2, but they cannot give both household and odd jobs help
to both children so they choose to give less help with odd-jobs to child 2). The main
combination of transfers between the two children where this “exhaustion” effect is
observed are: (1) financial transfers— household help, (2) financial transfers — advice given,
(3) household help — odd-job help, and (4) interest shown — advice given.
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The lower part of Table 4.6 gives the same type of results as Table 4.5, but now
comparing transfers to child 1 in 2007 to transfers to the same child in 2005. The results
show again that parents are likely to give similar transfers to the same child over time, but
the correlations of the transfers are not as high as giving to a different child in the same year.
Parents are more likely to give financial transfers than any other types of transfers to the
same child over the years. Another likely transfer is also help with housework, while advice,
odd-jobs and interest are less likely than this. The exhaustion effect here is less visible when
looking at the associations of different transfers. Giving financial transfers in 2005 is
positively correlated to giving advice in 2005 and 2007, and more or less the same also holds
for relationships between financial transfers and household help, or interest and advice.
Parents here seem to care more about the combination of the transfers that they give to the
child and they do not seem to substitute away or exhaust their resources.

4.6 Discussion and Conclusions

This chapter has analysed the parental support by exploring transfers of
money/valuables, housework help, odd-jobs help and advice given to children. The main
focus has been on the effect that the transfers to a child have on transfers to the other
children (or to the same child over time).

The main assumption was that the pattern of intergenerational support is dependent on
both a pre-decided pattern of giving (e.g. financing education or transferring wealth
through inter-vivos transfers), and also on the specific needs that arise during children’s life
course. Parents can choose the type of transfer/support, the timing, but can also choose to
support one or more of their children based on their needs. Previous studies have shown
that parents consider carefully all of their children before transferring to any of them. The
decision therefore depends on the particular characteristics of parents, need of the child but
also needs of other children (if any). Moreover, parents may use different types of transfers
which complement or substitute each other. The new questions addressed in this context
are: To what extent the needs of the other children (or needs of the same child in different
years) will influence the probability of transferring money, services or support to one of the
children? Will different types of transfers be complements or substitutes to each other?

The approach consisted in exploring both between-children and between-time
interdependence of different types of transfers. The models adopted here estimated the
probability of transfers by accounting for characteristics of the parent, characteristics of the
child but also the total effect of the needs of other children. The same model was then
extended to account for the associations/correlations between different types of transfers.

The empirical results have shown that transfers depend on factors like; gender, age,
education, wealth/income, distance, health status, but also on marital status of parent and
child. It was also found that financial transfers flow mainly from older to young generations
confirming the results of earlier studies. Altruism is less likely to be the dominant
motivating factor behind intergenerational transfers (see also Borghans and Tomini 2010).
Particular shocks to children did not appear to have any significant effect on the probability
of transfers suggesting that parents themselves tend to distribute their support upon all
their children (contrary to what the altruism model would suggested). Moreover, higher
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educated parents seemed more likely to transfer to higher educated children confirming
investments of parents in human capital.

The analysis revealed that parents are influenced by other children’s needs when
transferring to a particular child. Financial transfers to one of the children were positively
associated to the need of the other child suggesting that whenever one of the children needs
financial help, parents are also likely to help others. In fact, this was also confirmed by the
correlations of the simultaneous financial transfers between children as giving money to
both of them was the highest correlation among transfers. In the same way, advice given to
a child was also positively associated to the need for advice of the other child. Help with
household or odd jobs did not show the same strong association (the relation turns even
negative for household help) suggesting that such help differs much in patterns from
financial transfers or advice.

Results for the effect of the need over the years did not show the same association. The
need of the child in 2005 did not seem to have a statistically significant effect on the
probability of financial transfers in 2007. The effect turned to be negative (and significant)
for household help showing that the need for such help in the previous year affects
negatively help in later years. This shows the temporal nature of service transfers (e.g.
needed most when having small children).

The analysis of interdependence between types of transfers gave other interesting
findings. As expected, different types of transfers to the same child were positively
associated, and so were similar types of transfers to different children. Financial transfers
were positively associated with advice, household help with odd job help, and advice given
with all other transfers. This suggested for a more complementary nature of such transfers.
But, different types of transfers, that were positively associated when transferred to the
same child, were negatively associated if transferred to different children. This was called
the exhaustion effect and linked this to two main factors. The first one is the tendency of
complementing only more visible/important transfers (e.g. financial transfers) (Lundholm
and Ohlsson, 2000), and substituting less visible ones (e.g. advice). And the second one is an
actual exhaustion of resources deriving from not being able to associate all combinations of
transfers when simultaneously giving to different children.

The results in this chapter reveal that the pattern of parental inter-vivos transfers in The
Netherlands seem to follow more the one reported by other authors on bequests. Parents are
very likely to give their children equal chances in getting a similar transfer. This is especially
true for financial transfers and (to some extent) also advice. Other types of service transfers
(though positively associated when transferred simultaneously) are less dependent on the
need of other children. The results lead us to the conclusion that financial transfers are
therefore more likely to be triggered by possible intergenerational transfer of wealth and
less linked to particular shocks of children. Therefore, policies aiming at regulating such
transfers (e.g. fiscal policies promoting the taxing of inter-vivos financial transfers, or
policies encouraging informal care given to family members) would have to consider both
the association of different types but also their dependence on the needs of other receivers.
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4.8  Appendixes

Table A4.1 Reordering of the Child 1 and Child 2

CHILD A RE-ORDERED AS CHILD 1 CHILD B RE-ORDERED AS CHILD 2
Anchor giving to Anchor giving to Anchor giving to Anchor giving
child A! child 12 child B! to child 22

Child selected is 1st Child 2638 1512 377 1503
Child selected is 2nd Child 447 1171 1908 1184
Child selected is 3rd Child 385 406 439 418
Child selected is 4th Child 118 113 111 116
Child selected is 5th Child 42 40 38 40
Child selected is 6th Child 11 17 19 13
Child selected is 7th Child 7 3 3 7
Child selected is 8th Child 3 5 3 1
Child selected is 9th Child 1 - 1 2
Child selected is 10th Child - - - -
Child selected is 11th Child 1 1 - -
N SAMPLE 3653 3268 2899 3284

1- This is the original order of children as reported in the survey.

2 - Child 1 & 2 are re-ordered in a random way by first ordering them by age and then re-ordering using the family ID
(dividing families in those with even and uneven family ID). Whenever family ID is a even number the oldest child is
always the first, and vice versa.

Table A4.2 Simultaneous transfers to child 1 and 2 for 2005 and 2007

YEAR FINANCIAL! HOUSEWORK ODD JOBS ADVICE
1B Yes (Once/twice or several times)* 0.18*** 0.20%* 0.33** 0.74**
(=]

o N2 5612 4018 4018 5612
5 Yes (Once/twice or several times) 0.20%** 0.18** 0.30%** 0.78***
(=]

o N 3352 3352 3352 4134

MEAN FOR BOTH YEARS 0.18 0.19 0.32 0.76

!- Financial transfers include both transfers smaller and larger than 500 Euros.

2- Number of observations for each category

Stars indicate whether the mean for each group is significantly different from the total mean for both years (*significant
at 10%; ** significant at 5%; *** significant at 1%).
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5.1 Introduction

Kinship and friendship networks provide their members with continuous support
both in everyday life and in sudden or unforeseen events. In every society, households rely
on such networks for economic, social and emotional support. Self-identification with
these networks is often a necessary mean for gaining the additional security that they can
offer. Migration can therefore be a serious threat to this support and security. As migration
relocates family members, splits families and exposes migrants to new people and different
cultural practices, it is also likely to affect the kinship and friendship networks and the
support received by their members. Two important questions arising from these situations
are: How would the structure and intensity of transfers received by relatives and friends
change after migration? And, would transfers from friends substitute transfers from family
relatives?

The present chapter examines the impact of internal migration on transfers received
from family members and friends. The data come from a unique household survey
including migrants who moved after the fall of communism in peri-urban areas of the
capital of Albania, Tirana. I analyse how internal migration of the households has affected
the different transfers received, and to what extent households substitute transfers from
family members and friends. The focus is in particular on transfers of money, goods and
services received by the household. By looking at transfers received I am also able to
control for the effect of migration on the economical and social needs of households. I also
check these results comparing them to transfers that the same households give to their
family members or friends. Based on previous literature and Albania’s particular migration
dynamics, the following hypotheses are tested: (1) Financial transfers become more
important after migration. (2) After migration, households substitute transfers from family
members with transfers from non-family members (such as friends, neighbours, etc).

Internal migration in Albania during the communist regime (1945-1990) was centrally
controlled. In fact, permanent relocation was not legally allowed (without prior
permission) until 1993, although many people started already moving a few years earlier.
With the fall of totalitarian regime in 1991, the country faced severe social and economic
challenges. The mass layoffs that followed the shutdown of mines, plants, and inefficient
state-owned enterprises created an immense pressure on the labour market. The
agricultural land reform of 1991 authorized subdivision of former state-owned land to
households based on equitable share basis (World Bank, 2006). In many areas, especially
the mountainous ones, this land was insufficient, and moreover the process was
accompanied by many difficulties and irregularities (World Bank, 2004).

Being left with few other possibilities, people from former industrial towns or remote
villages started migrating either internationally (mainly towards the neighbouring
countries, Italy or Greece), or internally (towards the main cities in the coastal area and
Tirana). Official data show that almost one in three adults has migrated internally since
birth (World Bank, 2007). Internal migrants first occupied former agricultural lands in the
peri-urban areas of big cities, which soon developed into major settlements.
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Internal migration in Albania is often characterised by relocation of the whole
household. Unlike in other former Communist countries, migration is not circular and any
future migration would mostly be to an international destination. Earlier studies indicate
that internal movers come from all socio-economic backgrounds (De Soto et al. 2002; Cila
2006), and the main motivation behind the relocation seems to be economic, i.e. work-
related (Carletto et al. 2004). The qualitative interviews also show that often whole families
and even villages relocated to the same area, for environmental, employment or education
reasons.

Figure 5.1 Origin districts of surveyed households

Legend

O 0 households
[0 1 -2 households
[ 3 -4 households
E 5 -9 households
10 -14 households
W15+ households

Source: Own compilation

This study is based on a unique household survey that was conducted in 2008
amongst internal migrant households living in peri-urban households in Tirana, covering
two types of households (households with nuclear and extended families). Figure 5.1
above depicts a map of Albania on which the districts of origin of the surveyed households
are marked. It shows that migrant households come from nearly all districts, but especially
from the Northern and Central mountainous areas (the darker areas on the map).

For many of these migrant households the impact of migration has been far from
successful. Previous studies show that unemployment is very high (Cila, 2005; Hagen-
Zanker & Azzarri 2008), and consumption is lower (even though household income may
be higher) after migration (Hagen-Zanker & Azzarri 2008). This shows that households are
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faced with volatile circumstances and may still be highly dependent on inter-household
transfers. It is believed that the success of such migration will also influence the transfers
received by other family members or friends (e.g. the receiving financial transfers from
family and friends will fall down if the households are better off after migration).
Furthermore, the composition of the supporting network may also be affected by internal
migration. Households may leave family members behind due to internal migration and
many also have family that migrated internationally. At the same time, households are
exposed to other migrants coming from all parts of Albania and living in very condensed
living conditions. This could also lead to more exchange and interactions with non-family
members than before.

This chapter investigates the impact of migration on transfers (money, goods and
service transfers) received from family members and friends. The study relates both to the
economic analysis of inter-household transfers and the impact of internal migration
literature and follows in the footsteps of a few papers that combine the two research areas.
Studies focusing on the impact of internal migration on transfers for complete family
relocation are limited in number. This literature focuses mainly on demographic changes
in the US in the mid 20* century. The present study analyses this issue much more
thoroughly utilising both qualitative interviews and advanced econometric techniques.
Furthermore, the focus is on a transition economy where the role of private transfers is
much more important. Internal migration is high in Albania, poverty in peri-urban areas
remains wide-spread and state support is low. This makes the investigation of private
transfers and their development over time an interesting and relevant research question.

The remainder of this chapter proceeds as follows: Section 2 reviews the relevant
literature and gives the reasoning behind the hypotheses. Section 3 describes the data, and
gives some descriptive statistics while section 4 outlines the empirical methodology.
Section 5 discusses the results, and conclusions are presented in section 6.

5.2 Literature Review

Transfers from family and friends can be motivated by many reasons. The economic
literature is divided between the two main sets of arguments on such motives: the altruistic
motives and the selfish/egoistic ones. The roots of the altruism argument are to found in
sociobiological research where an altruistic person is considered someone who gives up
own fitness to increase the fitness of others (Hamilton 1964; Trivers 1971). In economics, an
altruistic person is considered someone whose utility does not only depend on own
consumption, but also on the consumption of their family members (Becker, 1974, Becker
1976). Consequently, an altruistic transfer will be the one triggered by a drop in the utility
of one of the family members. The purpose of the transfers is to compensate this utility
drop. Altruistic transfers occur mostly between close relatives (e.g. a parent caring about
the utility of his/her children). Many economists argue that, even for close relatives, there
may be other selfish/egiostic motives triggering the transfers. These motives relate to
exchange (Chiappori 1988; Cox and Rank 1992), indirect returns or induced reciprocity
(Fehr and Gachter 1998).
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Despite the discussion on the various motives, economics and other disciplines agree
that motives for transfers to closest family members may differ from motives for transfers
to friends. Arguments like altruism are based largely on genetic roots, ie. a parent is
concerned about the transmission of his/her genes across generations, while relationships
with friends are mostly based on societal norms of reciprocity (e.g. reciprocal altruism) and
common interests. Transfers to friends are believed to be triggered more from non-
altruistic motives like social effects and self-interest (Trivers 1971; Kolm, 2006). But, if
transfers to family and friends are triggered by different motives, can they substitute each-
other? Can migrant households substitute the support they get from family networks with
that of non-relatives and friends?

The degree of helping and resource sharing is a clear and measurable indicator of
family solidarity, which can vary over different networks or over time. More specifically,
economic relationships between kinship members may be characterized by transfers of
money, goods, or services rendered. Bengtson & Roberts (1991) argue that helping and
resource sharing is one of the most important aspects of family solidarity. Changes
affecting the structures of kinship networks can consequently affect the patterns of
resource sharing. People’s mobility through migration (and especially rural-to-urban
migration) is considered to be an important factor that influences kinship ties (Blumberg &
Bell, 1959). Mulder and Cooke (2009), using data from Netherlands Kinship Panel Study
show that location of other family members outside the household may impede
households from moving (when other relatives live nearby the household), or trigger
internal migration (when other relatives live far away).*

Whether migration takes place at all is also influenced by the strength of kinship
networks. The migration network literature shows how kinship networks help potential
migrants to migrate and then find employment, housing etc. at the destination (Goss &
Lindquist 1995). Choldin (1973) also emphasizes chain migration and help given to kin to
also migrate. Through chain migration social networks may be reproduced in the new
community. An important consequence of rural-to-urban migration is that it is usually
accompanied by a placement within clusters of kin relatives coming from the same areas
(see also Blumberg and Bell, 1959; Hendrix, 1975). This may lead to the preservations of
certain relations and habits, and may even contribute to reinforce them. What is clear, is
that the decision to migrate internally is both affected by the kinship networks and at the
same time affects the relationships within the same networks.

Previous studies have shown that permanent internal migration has pervasive effects
on families and kinship networks. Duke-Williams (2009) argues that mobility and
migration are key drivers in changes in households. Peoples” mobility contributes to the
separation of households and the creation of new households. Blumberg and Bell (1959)
argue that rural to urban migration changes the structure of kinship relationships. These
changes are a consequence of the “dysfunctionality of the urban setting for a kinship
relationship” since urban settings are usually different from those of villages or small
towns. The same authors further argue that in urban settings the importance of the family

3 A number of other papers in a recent special issue in Population, Space and Place also highlight the importance of
residential location on family ties and support (see Mulder & Cooke, 2009).
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and kinship tends to decline, while the residual functions (e.g. visits) may stay intact on the
other hand and may become even stronger. In contrast, other studies cited by Blumberg
and Bell (1959), show that a good part of rural migrants receive help from friends or
relatives when they first move to urban areas.

Litwak’s 1960 study in New York concludes that mobility reduced face-to-face contact,
but not “extended family identification”, i.e. feeling close to the extended family. He finds
that over time family contacts are still as likely as before, but that long-term residents are
more likely to be in contact with neighbours or belonging to a club. Jitodai (1963) finds that
at arrival rural migrants in Detroit have higher rates of contact with their kin, than urban
migrants, possibly because rural migrants are followed by their family. Over time contact
rates for rural migrants stay more or less stable and those for urban migrants increase,
becoming similar to contact rates of natives and of rural migrants. Migration thus did not
hinder migrants in keeping in touch with their kin. Wellman et al (1997) also looked at
social networks in Toronto in the 1970s. Kinship ties were most likely to remain ten years
after the original survey, also for households that moved, while some ties with neighbours
were lost for the households that moved. Ruan et al. (1997) look at the changing structure
of social networks in Tiajin, China and find that between 1986 and 1993 individuals named
fewer kin members as personal ties, while friends became relatively more important. The
authors attribute this to changing policies in China that allowed for more residential and
occupational mobility, which has some similarities with Albania’s situation after 1989.

With regard to the type of support received by the households in transition countries,
there are few existing studies. Cox, Jimenez and Okrasa (1996) compare family solidarity
before and after transition (1987 vs. 1992) in Poland. They find the same incidence of
financial transfers in real terms, despite a worse economic situation, so family solidarity is
somewhat weaker. Vullnetari & King (2008) describe a growing trend of “care drain” in
Albania, namely the effect migration of adult children has on their elderly parents. They
depict a pattern of fewer visits (as they mainly refer to international migration) and less
care, both by parents (care of the grandchildren) and children (care of their parents). Even
though financial transfers from migrant children to parents rise in some instances, they do
not make up for the shortfall in physical care. In short, family solidarity weakens as result
of migration.

The literature on determinants of remittances focuses on financial family transfers
between the migrant and the family left behind34. The literature predicts that there are
financial transfers from the migrant to the household and wider family left behind due to a
wide range of motives ranging from altruism to self-interest. There could also be transfers
to the migrant, as part of a co-insurance agreement, for example when the migrant is
temporarily unemployed (see Stark, 1991). The remittances literature would predict that
there are more financial transfers between the family members after the move than before,
since migrants generally migrate in order to remit. Finally the exchange motive would
predict a rise in services from the household left behind to the migrants (e.g. taking care of
children left behind) simultaneously with a rise in financial transfers from the migrant to
the household. Even though in the Albanian case the whole household moves (INSTAT,

3 Remittances are the money transfers which migrants send to their families left behind.
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2004), the literature on remittances has some relevance. The motives for financial transfers,
for example supporting needy family members, may explain changes in transfer patterns.

In conclusion, it is expected that internal migration influences transfers and support
received by family members and friends. The most obvious argument for migration is that
migrants move away to improve the living conditions and consequently they become able
to remit to those who are left behind. However, in circumstances of massive internal
migration characterized by the relocation of the entire household, i.e. the Albanian case,
the motives and consequences of migration are not that clear anymore. Relocation in per-
urban areas (where the unemployment is high and public services are poor) may make
migrants more dependent on the received support. Due to longer distances between
extended family members and greater financial means due to migration, the importance of
financial transfers is expected to grow and importance of services to decrease. Economic
theories on the causes of migration and the motivations to remit hypothesize that financial
transfers increase after migration (Hypothesis 1). But, how will the received transfers
change after migration? Even if family members and friends move together (as it is often
the case in Albania), the support received by new friends and acquaintances is expected to
weaken the existing kinship networks (Hypothesis 2).

5.3 Data and Descriptive Statistics

5.3.1 Data

The survey was administered by Florian Tomini and Jessica Hagen-Zanker, with the
assistance of a team of students from Tirana University in April 2008. The sample was
selected from the four main neighbourhoods that were populated after 1990 and
accommodate a large migrant population. Each of those neighbourhoods has a slightly
different migrant population, for example households living in Bathore are more likely to
come from the Northern mountainous areas of Albania and are more likely to live in
extended families. The selected households were distributed across the areas according to
the size of these areas and importance of migrant inflows for these areas, which means that
almost half of the sample was collected in Bathore, as this is the biggest peri-urban area
and also has the largest migrant population.

By absence of street names and accurate population registers, the sample was quasi-
randomised by sub-dividing the selected areas into strata of around one km? using satellite
maps and then randomly selecting houses in selected strata. The sub-sections were then
assigned to interviewers, who also marked the exact location of interviewed households on
the map. If the selected households did not fit the criteria of being an internal migrant
household (11.48%), or refused to participate (25.68%), a neighbouring house was chosen.
The positive response rate was 74.32%, and 112 households were interviewed in total.
Households which did not provide complete information on the transfers with their family
members and friends are omitted from this analysis. Therefore the final sample included
108 households. Table 5.1 below shows the number of households that were selected in
each area.
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Two types of questionnaires were used in the survey. The main questionnaire had 137
questions ranging from information on the main households’” demographics, education,
employment, income, and migration history to the key section on family solidarity. A total
of 26 households were also interviewed in semi-structured interviews using additional
qualitative questions.3

In the main section on family solidarity, households are questioned extensively about
transfers between the main household and a random selection of extended family
members and neighbours, who the main household is in regular contact with, both before
and after the move. Households were first asked to list all relatives and friends with whom
they were in contact with on a regular basis and then the interviewer randomly selected
two relatives in each of five broad categories of relatives (i.e. parents, children, siblings,
other relatives and friends) by choosing the first two relatives whose first name comes
earlier in the alphabet. This was followed by some basic demographic questions on all
family and friends. Further questions on the socio-economic characteristics of the relative/
friend and on family solidarity were only asked about the selected relatives.

Households were questioned on the financial transfers, goods and services exchanged
both in the last twelve months and before the move. In the latter case, households were
divided broadly in those coming before 1997 and those coming after this year.?¢ In order to
get a similar basis of comparison, migrants moving before 1997 were asked about the
transfers during the last 12 months before 1991, and those moving after 1997 about
transfers during the last 12 months before 1997.3” Detailed questions were asked on the
type/ amount of the transfer and the frequency for both before and after the move. This
chapter only makes use of the data on the receipt of transfers because this allows having
more control variables based on household information and also gives a better overview of
the effects of migration on migrating households. Data on the amount transferred are not
used in this analysis as the retrospective questions for the transfers in the past do not give
reliable estimations (the time period from migration can be up to 16 years).

5.3.2  Descriptive Statistics

Table 5.1 first give a short description on the socio-economic characteristics of the
sample by the specific neighbourhood the household lives in. Around 96% of the
household heads sampled are male and about 90% are married and there are no significant
differences per area. Table 5.1 below outlines further characteristics.

% Only Jessica Hagen-Zanker & Florian Tomini conducted the qualitative interviews. All households questioned by
them were asked whether they would be willing to also participate in an open-ended interview that was to be
recorded, but not all households agreed. The qualitative interviews were thus based on a sub-section of the main
sample.

% 1997 was chosen both as a chronological milestone and because the turmoil that followed the collapse of the
financial pyramids led to an increase in numbers of especially poor migrants to peri-urban areas of large cities.

% Recalling transfers in the past is tricky at best. Therefore to enable recall, we asked households to give us transfer
patterns for a memorable year in the past, either 1990 if the household moved before 1997 or 1997 if the household
moved after 1997. 1997 is memorable because of the pyramid savings scheme crisis and 1991 is memorable because it
is the year that the Communist system collapsed.
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Table 5.1 Household characteristics in the sampled areas

AREA 5 MAJI BATHORE SELITE SENATORIUM TOTAL
Age household head (in years) 53.53 49.6 50 52.75 50.93
Education household head (in years) 11.37 104 10.93 11.65 10.92
Household head Muslim 0.74* 0.89 0.89 0.90 0.87
Household head Coastal origin 0.05 0.02* 0.25%** 0.00 0.08
Household head Central origin 0.63** 0.09*** 0.61** 0.45 0.38
Household head North Central origin 0.11 0.22** 0.04* 0.10 0.13
Household head Mountain origin 0.21* 0.67*** 0.11% 0.45 0.41
Household is extended family! 0.21 0.33** 0.11* 0.15 0.22
Household arrived before 1997 0.37 0.49 0.32 0.45 0.42
Number of household members 4.74 5.87%* 4.32%* 4.35 5.02
Number of observations 19 45 28 20 112
Income/capita (in Albanian Leks)?2 16872.81 8049.93*** 20053.09*** 14325.00 13764.94
NUMBER OF OBSERVATIONS 19 42 27 20 108

!— Nuclear households are defined here as households including only parents and their children, while extended
households include parents, children and other family members.

2— The exchange rate of Euros to Albanian Leks to is 1:0.007

Stars indicate whether the mean for each group is significantly different from the total mean (* significant at 10%; **
significant at 5%; *** significant at 1%)

Household heads are on average 51 years old and have on average 11 years of
education however there are no significant differences between areas. Most household
heads are Muslim, but significantly fewer in 5 Maji, a more recent peri-urban area. The
data show that household from Coastal origins are significantly strongly represented in
Selite, and household from Central origins in 5 Maji and Selite. Both are underrepresented
in Bathore, where household are significantly more likely to come from North Central and
especially the mountain areas. Most households interviewed are nuclear families
(including only parents and their children), but households in Bathore are significantly
more likely to live in extended families (including parents, children and other family
members). Consequently they also have significantly more family members per household.
Households in Bathore have the significantly lowest income per capita and households in
Selite are significantly richer. More households arrived before 1997 in Bathore and
Senatorium (these were the areas that were first settled), but the difference is not
significant.

The survey collects information also on the level of individual kin members and
friends the household exchanges with. Kin members are classed into broad categories
(parents/parents in law, children, siblings, and more distant relatives) and households are
asked whether they have received transfers from these kin. Not all kin the household
named, and that was selected, exchanged transfers with the household, as can be seen in
Table A5.1 in the appendixes.®® Specific questions are asked on the receipt of transfers for
the past 12 months and for the situation before migration took place. Three types of
transfers are analysed: Financial transfers, goods and services.

Table 5.2 compares the incidences of receiving transfers by different kinds of kin and
friends.

% Furthermore these questions were not always completed even for the selected relatives.
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Table 5.2 Transfer incidences from family and friends

TYPE OF KIN THE HH RECEIVES PARENTS &
CHILDREN SIBLINGS RELATIVES FRIENDS TOTAL
TRANSFERS FROM PARENTS IN LAW

Hh receu@d ananmal transfer 0.09 0.19% 011 011 013 011
before migration
Hh received financial transfer 0.19 0.07%% 0.8 0.16 0.19 0.17
in past 12 months
Fih received goods before 021 026 021 021 033" 022
migration
Hh received goods in past 12

recetved goods in pas 033 025 027 028 026 028
months
Hh received services before 0.3 0.44% 031 0.29 0.4 031
migration
Hh received services in past 12 031 0.19% 0.28 025 0.27 0.27
months
NUMBER OF OBSERVATIONS 71-86 22-34 196-216 107-126 24-106 1064

Note: Number of observations varies by type of transfer and period (before or after migration). Stars indicate
whether the mean for each group is significantly different from the total mean (* significant at 10%; ** significant at
5%; *** significant at 1%)

Households were more likely to receive money from their children than from other
relatives before migration. Almost 19 per cent of households have reported financial
transfers from their children before migration. This has changed after migration. Only 7
per cent of households have reported financial transfers from children in the last 12
months. This can not only be due to children growing up, since households were also
significantly more likely to receive money from their children before the move and since
the survey also included quite a varied age range of household heads. Households are also
significantly more likely to have received services from their children before the move,
whereas the data show the opposite pattern in the past 12 months.?® In the past, the
households were significantly more likely to receive goods from friends while after
migration they seem to receive more financial transfers from friends, compared to other
relatives (not significant). So far, the descriptive statistics do not show a clear network
change or change in the transfer mix.

Table 5.3 below shows the transfer frequency from different types of kin. There are no
significant differences in the frequency of financial transfers received from different kin
members (except for services) for both before and after migration. It is noteworthy
however that the average number of financial transfers has increased from 0.34 to 0.6
transfers received per relative. There are also no significant differences for good transfers.
However, it is interesting that the average good transfer received from children after
migration (2.56 goods per child) is much higher than before (0.7).

The table shows that other relatives are the least important givers of services both
before and after migration. Before migration households received significantly more
services from siblings and after migration households received significantly more services
from parents and children. While services remain by far the most frequent transfer

¥ Relatives that were part of the same household before migration are omitted in the analysis so that the extremely
high transfers that tend to be exchanged within the same household do not bias our results.
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received, a lower average number of services are exchanged after migration (6.65 down
from 9.11 services per relative).

Table 5.3 Transfer frequency from different types of kin

TYPE OF KIN THE HH RECEIVES PARENTS &
CHILDREN SIBLINGS RELATIVES FRIENDS TOTAL
TRANSFERS FROM PARENTS IN LAW

F financial transf

requency Hnancial transter 0.29 0 0.25 0.66 0.04 0.34
before migration
F financial transfer i

requency inancial transter in 05 0.17 0.68 042 0.92 0.6
past 12 months
F ds transf

requency goods transter 3.26 07 35 218 236 2.89
before migration
F ds transfer i

requency goods transter in 3.16 256 239 1.62 126 218
past 12 months
F ices transf

requency services transter 1126 1438 10.88* 4797 7.93 9.11
from before migration
F ices transfer i

requency services franster in 8.81% 12.89% 7.08 3.35% 673 6.65
past 12 months
NUMBER OF OBSERVATIONS 61-151 1854  182-407 110-235 25132 397-987

Note: Number of observations varies by type of transfer and period (before or after migration). Stars indicate
whether the mean for each group is significantly different from the total mean (* significant at 10%; ** significant at
5%; *** significant at 1%)

5.4 Methodology

The aim here is to test the determinants of inter-household transfers and also analyse
the impact of migration on transfer patterns. For this the analysis considers the frequency
of receiving monetary, goods, and services before migration and in the last 12 months
before the survey was administered (therefore after migration)®.

The data from before and after migration were pooled, accounting for when the
transfer takes place with the migration dummy. To achieve perfect comparability the
analyses uses the same variables for before and after migration. When applicable, the
variable is adjusted to the period before migration (e.g. age, number of children etc.).

As the transfers occur within a defined limit of time, and the probabilities of
consecutive transfers are not dependent on each other, it is assumed that the distribution of
transfers’” frequencies follows the Poisson distribution. Consequently, the count rate would
be calculated as:

#; = E(Y;) = exp(%8) (GRY

4 This analysis considers only the receipt of monetary, goods, or service transfers as the primarily interest is in the
household factors driving such transfers both before and after migration, and the survey focuses primarily on the
characteristics of the interviewed migrant households (less information is collected on the selected relatives). The
analysis of transfers given from the migrating households, reproduced in Table 9 of Annex 4, gives similar results,
indicating that giving and receiving follow the same patterns after migration.
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where, u;is the expected value of the model dependent on a vectors of covariates, B
is a vector of estimated coefficients, and ¥, includes characteristics of receiving household
and sending family member or friend. The probability of observing a specific count is:

Yi

—Hi
Pr(Y, =y,) = eyiff y=123,.n (52)

where, for the i" count, y, is the count.

However, the data show some particularities that do not satisfy this distribution. The
over-dispersion in outcome variables is present (variance is greater than mean), and also
an expected excess of “zero” values. This excess may be the result of two main reasons:

Random heterogeneity in frequencies of received transfers. In other words,
households ‘face’ the same probability of receiving zero or any other frequency of
transfers, but some households receive more zero or ‘low count’ transfers, and others
receive more ‘high count’ transfers due to idiosyncratic factors or a random bias.

Some households are systematically not receiving transfers because of their
characteristics. For example, respondents may have had limited contact with their relatives
or friends in the last 12 months before the move.

The standard Poisson model therefore does not satisfy the features of the data. In
order to investigate what drives the over-dispersion in the data, different count models
were extensively compared. The results of the “negative binomial regression model”
(NBRM) were compared to the “zero inflated Poisson” (ZIP) and “zero inflated negative
binomial regression” (ZINBR) which use a two stage approach. In the first stage zero and
non-zero outcomes are modelled, and in the second stage the remaining counts are
modelled according to the standard Poisson (ZIP) or to the negative binomial (ZINBR).
Technical details of both these models are discussed in Appendix 1.

First the predicted values of NBRM, ZIP and ZINBR models are calculated and
compared (see also section 5.9.1 in the appendixes). Further tests, partially reproduced in
section 5.9.1, confirm that a simple Poisson model is inappropriate in this context, having
far less accurate predictions than the other models discussed. For all types of transfers, the
ZIP model performs better than the standard Poisson, but the predictions are less accurate
than NBRM and ZINB. This indicates that transfers “suffer” mostly from an idiosyncratic
and random bias rather than inflated zeros. In fact, NBRM and ZINB perform similarly in
predicting the probability of counts, providing less evidence on the ‘inflated zero’
distortion. The chapter therefore discusses the results of NBRM as the model that explains
the hidden heterogeneity in the transfers’ counts best. For comparative purposes, the
results for all combined transfers using NBRM and ZINB are reproduced in Table A5.5 in
the appendixes. In fact the results from ZINB regressions for separate transfers are very
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close to the NBRM results.*! The NBRM accounts for heterogeneity among count outcomes.
The predicted count probability is:

Pr(Y =y,)= Ty, +¢) 4 ¢ H ' , y=123,..n (5.3)
I L@y \w +¢ M +¢

where, the variance in the predicted counts is increased through a parameter ¢

-1
accounting for the suspected (over)dispersion (see also Freese and Long, 2001).

NBRM models were estimated separately in order to check how the support from
different members of the network has changed before and after migration. Differences
between coefficients are then checked for significance using seemingly unrelated
estimation (see also Weesie, 2000).

While the range of control variables included is quite diverse, the survey does not
provide information on household income or wealth in the past. These kind of economic
indicators are important in explaining differences in transfer patterns, therefore separate
models have controlled for them using the present income as a proxy for past incomes. The
results are given in Table A5.4.

5.5 Empirical Results

The study uses two types of analyses in order to answer whether transfer patterns
between extended family members have changed as a result of the move. This section
presents first the analysis of the open-ended qualitative interviews drawing some first
conclusions from respondents’ opinions. The analysis of quantitative data using
econometric tools is also discussed in the second part and results are compared to the
hypotheses and conclusions from the qualitative analysis.

5.51  Qualitative analysis

The open-ended questions are first coded into groups with similar responses for the 19
open-ended questions that were asked. I count how often respondents answered in a
similar way and draw conclusions here based on the frequency of certain answers. Annex 2
gives an overview of the questions asked, coding and number of observations for each type
of response.

Even if families are separated by physical distance, many claim that their relationship
was not negatively affected by this. Many of the interviewed households claimed that they
meet their families more frequently than before (8 households). Half of the interviewed
households (13) also claimed that their relationship to other family members did not
change, with about the same number of households citing an improvement or a worsening
of their relationships. While some families talked about relationships and lives having

# The results of estimated ZINB models show, as we suspected (see reasons explained in the methodology section),
that we may have some additional zeros added because of not being in the same district or because of having an
extended family. However, the improvement to the overall predicted values is not essential and statistical tests show
that both models are comparable. ZINB results for monetary, goods and service transfers are available on request
from authors.
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become more distant and separate, other respondent explain how the separation itself has
made them closer:

“My father often goes to visit them. He has a lot of nostalgia.”

“Yes my relationship with them didn’t change. The distance can’t change the affection
we have for each other.”

Many households also feel much closer to their families because they shared the
experience of moving. Most families moved together with their nuclear, extended family or
even the whole village (10 households say this explicitly). This means that their whole
solidarity network is replicated in the city. For example one household head explained:

“All our neighbours are blood-related; it’s the same big family... All our neighbours
here were neighbours there.”

Another household told a similar story:

“The village of K., around 16 houses, has moved together to this place. The entire
block belongs to the S. family.... The strongest relations we keep with our neighbourhood,
the S. families. We are all brothers or cousins up to the fourth degree. We have very good
relations.”

There are about an equal number of households that claim that they have more/ fewer
friends or contacts with neighbours. Many households are thus still exchanging with the
same people.

While family relationships thus often remained close, the type of transfers exchanged
between household members changed. Despite the high unemployment which almost all
respondents name as their greatest problem, in general households benefited financially
from the move (see also Hagen-Zanker & Azzarri, 2008). The financial transfers are
becoming more important. This allows them to give and receive more financial transfers (3
out of 5 households say they receive more financial transfers). At the same time less help is
needed, than in an agricultural setting (4 out of 5 households say that they receive less
services). Many respondents pointed out this shift from services to financial transfers:

“To be realistic, if I would have to help everyone I would have to give up my day of
work, so the help is more limited to monetary terms and not physical anymore.”

“At that time you needed some help to work the land. Now you need more financial
help.”

“Yes with money now and in the past with work.”

One respondent even declared that financial solidarity replaces social solidarity to
some extent:

“Economic relations are better now. Affective relationships are less good. When you
get a bit richer you grow apart a bit.”

The exchange of goods remains in between financial and service transfers. The
statements confirm that certain kinds of good transfers, i.e. food products, have become
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less important. This is because households now grow and collect less food than in rural
areas and are therefore less able to give food products, as these respondents explain:

“Here we buy all things in shops. There is no reason to ask your neighbour for
something because the shop is there. Before it was different, we exchanged more goods.”

“We help each other less because now we don’t own agricultural land, so we have
fewer products to help each other.”

“Yes, there [referring to village of origin] the people can help more than here because
they have cows, grow vegetables etc.”

Even though migration seem to have some small effects on the relatives that
households choose to exchange transfer with, a preference for known relatives remain
mostly unchallenged. Furthermore financial transfers are now more important than in the
past.

5.5.2 Econometric results

Table 5.4 below gives the results from the NBRM for financial, goods and services
received. Table A5.5 in the appendixes gives the regression results for all transfers
combined. The data from before and after migration are pooled, accounting for when the
transfer takes place with the migration dummy. To achieve this, the study uses the same
variables for both before and after migration.

The tests at the bottom of Table 5.4 (and in Table A5.4 and A5.6) measure whether the
NBRM model is the appropriate model to use in this context. The results in Figure A5.3
show what the actual and predicted mean count for all transfers is for each of the models
and the difference (how much the prediction diverges from the actual count). The Pearson
test is a chi-squared test of independence and also indicates how close the predicted count
is to the actual count. The tests show that generally the NBRM model is one of the models
predicting the best results. In Table 5.4, the likelihood ratio Chibar squared statistic allows
us to see if the NBRM should be used instead of standard Poisson. The very low values of
the probability suggest over-dispersion, and therefore the use of NBRM is appropriate.

The variable of interest “transfer after migration”, which is a dummy variable (“0” for
the transfers before migration, and “1” for the transfers after), is highly significant for all
transfers combined (see Table A5.5) and the separate transfers. This shows that all types of
transfers have changed significantly after migration. The paragraphs below discuss the
different types of transfers.

For receiving financial transfers, the variable of interest “transfer after migration” has
a strong significant effect, indicating that financial transfers have become more frequent
after migration and confirming the qualitative analysis and Hypothesis 1. This means that
for a given transfer partner and all other parameters being equal, financial transfers are
received 0.3 more frequently by an average household after migration.*?

# Marginal effects are not reproduced here and can be requested from the authors.
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Table 5.4 Frequency of the receiving transfers: Results from NBRM

FINANCIAL TRANSFERS GOOD TRANSFERS SERVICE TRANSFERS

Coef. s.e. Coef. s.e. Coef. s.e.
Main regression
TRANSFER AFTER MIGRATION 1.01%* 0.32 -1.08*** 0.26 -1.00*** 0.28
Relative parent 0.05 0.61 1.28% 0.54 -1.09* 0.6
Relative child -0.51 0.86 2.10%* 0.64 0.48 0.67
Relative sibling 0.25 041 0.73* 0.37 -0.81* 0.42
Relative other -0.26 0.47 0.02 0.38 -1.83%* 0.45
Friends
Age hh head (now/ before migration) -0.03** 0.01 -0.02* 0.01 -0.01 0.01
Gender hh head (female) 1.35%* 0.64 -091 0.64 -0.27 0.82
Education years hh head -0.04 0.06 0.08** 0.03 0.08* 0.05
Hh head’s religion Muslim 1.00* 0.52 0.99** 043 0.28 0.48
Hh head’s religion Catholic, orthodox, or
other
Hh head’s origin Central -0.65 0.54 0.5 0.44 0.91* 0.5
Hh head’s origin North-Central -0.24 0.61 0.32 0.53 0.57 0.58
Hh head’s origin Mountain -0.73 0.54 -0.5 0.47 0.25 0.51
(Hh head’s origin Coast)
Fih extended family (nowy before 0.37 0.29 060 027 -0.61% 0.28
migration)
Number of children hh (now/ before -0.15 0.15 -0.06 0.12 0.35%%* 013
migration)
Years since migration -0.06* 0.04 0.05** 0.02 0.01 0.03
Age rellatlve/ friend (now/ before 0.02 0.01 0 0.01 001 0.01
migration)
Gender relative/ friend -1.30%* 0.29 -0.06 0.26 0.34 0.27
Education years relative/ friend 0.07 0.05 0 0.04 -0.09** 0.04
Hh & relative/ friend same religion -0.58 0.58 0.13 0.52 -0.37 0.65
Fih & relative/ friend live in same 1154 0.32 0.26 0.29 117+ 0.29
district (now/ before migration)
Constant -2.19 1.66 0.25 1.33 2.84* 1.51
Ln alpha 2.18*** 0.13 2.16™* 0.08 2.36%* 0.07
Number of observations 882 880 877
Log pseudo likelihood -613.47 -1564.72 -1128.67
P- value Chi? 0.00 0.00 0.00
Pseudo R? 0.0628 0.0198 0.0323
LR Chibar? 1276.72 1500.00 6017.65
P-value Chibar? 0.00 0.00 0.00

Note: Frequency of transfers refers to the number of times the transfer has been received in the past 12 months/
before migration. Reference categories are in brackets. * significant at 10%; ** significant at 5%; *** significant at 1%

Figure 5.2.a shows the predicted frequencies of financial transfers by age, for those
transfers before and for those transfers after migration. The figure confirms that financial
transfers are more frequent after migration, at all ages. The difference is especially large for
younger household heads, which seem to be getting more frequent financial transfers on
average.

The dummy variables for the relatives show that friends give money more frequently
than parents, children, or other relatives, but less frequently than siblings. However, this
effect is not significant for any of the relatives.

The other dummy variable, “gender of household head”, has a positive effect on the
transfers received (female headed households receive more frequently) and “gender of
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relative” has a negative effect (women relatives gives less frequently). This does not
necessarily show that women tend to give less frequently, but rather that transfers may be
explained by the particular situation of the households. Most of the female headed
households happen to be in financial difficulties either because of the loss of the main
breadwinner (e.g. widow headed households) or are in vulnerable situation due to the
informal and unstable labour market.** Households that moved before 1997 seem to
receive monetary transfers less frequently than others. This can be explained by the
“relative success” that these households have in financial terms due to more stable and
better paid jobs (see Hagen-Zanker & Azzarri, 2008). Most other control variables are
significant and the coefficients have the expected signs.

Figure 5.2 Predicted frequency of receiving transfers by age, for transfers before and after migration
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Source: Own compilation

Coming to goods, the variable of interest “transfer after migration” is highly
significant and negative. More specifically, for a given transfer partner and all other
parameters being equal, an average household after migration receives 1.9 less frequent
good transfers. Based on the informal interviews it appears that this pattern is driven by
changes in the nature of goods that are exchanged. Before migration, the goods that were
exchanged consisted mainly of food and agricultural products, which are exchanged

# Albanian society preserves patriarchal norms where the men are always declared as the head of the household, and
therefore male headed households make up for most of our sample.

113




CHAPTER 5

repeatedly. After migration, food is exchanged less frequently as people grow less of it in
peri-urban areas. However, people now exchange gifts on special occasions, like birthdays,
maybe due to changing cultural practices and more financial wealth from migration. These
kinds of transfers take place non-frequently. Figure 5.2.b shows the predicted frequency of
good transfers by age, for those transfers before and for those transfers after migration. The
figure shows very clearly that good transfers are lower at all ages after migration.
Interestingly, the difference in the predicted frequency between before and after migration
is lower for older household heads.

Looking at the relatives that give goods to the household it can be noticed that family
relatives are generally more important givers of goods than friends (not significant for
“Relative other”). The variable “Education years of household head” has a positive and
significant effect showing that the most educated (and therefore those with higher chance
of success in the labour market) receive goods from their kin members more frequently.
Extended family households receive goods less frequently since they have stronger links
with persons within their own household (the survey only measures inter-households
transfers).

Finally, for service transfers, the main variable of interest “transfer after migration” is
strongly significant and negative. This means that for a given transfer partner and all other
parameters being equal, there are 5.2 fewer service transfers received by a given household
after migration. The results that less goods and services and more financial transfers are
received by households confirm Hypothesis 1. These results are not surprising given our
qualitative interviews: Relatives that are often also internal or international migrants are
now much more able to give financially due to better-paid employment and have less time
to spend on other transfers (such as services) due to increased distances and a different
employment structure.

Figure 5.2.c shows the predicted frequency of service transfers by age, for those
transfers before and for those transfers after migration. It shows clearly that service
transfers were higher before migration, at all ages. A slight decrease is observed in the
difference between “transfers before migration” and “transfer after migration” at higher
ages, but to a much lesser extent than for financial transfers and goods. This might be
explained by the fact that service transfers are probably much less affected by behavioural
changes and that living close by (which are controled for in the regression) affects the
transfer of services much more.

Coming to relatives, again it can be observed that all relatives (except children) are
significantly less important than friends in terms of frequency of service transfers. Again
this is suspected to be a consequence of migration and it is confirmed by running models
separately for before and after migration (see discussion below). Education of the
household head again has a positive effect on frequency of services (confirming the same
trend noticed for the goods). The number of children also has a positive effect suggesting
that most of services exchanged are also related to child minding activities. As expected,
living in the same district has a strong positive effect. This confirms previous studies (e.g.
Mulder & van der Meer, 2009) that highlight the importance of geographical proximity for
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receiving service support. The other variables have the expected signs and are generally
significant.

Of course transfers are not mutually exclusive; therefore a new NBRM regression
estimates the probability of having a certain frequency of transfers by including the
combination of transfers.** The results are included in Table A5.5 in the appendixes and
strongly confirm the previous findings. The increased monetary transfers after migration
have been associated with the decrease in goods and services and therefore the overall
effect of migration is the decline in the combination of transfers (Figure 5.2.d). This is an
interesting result. Apart from the above arguments explaining the decline of both goods
and services, this is also attributed to the increasing value placed on individuality and
independence after migration, a comment that was often brought up by respondents in the
qualitative interview stage.

Friends transfer more frequently than parents, siblings (not significant) or other
relatives, but less than children. Migration may have played a role in this (see Hypothesis
2), and therefore this aspect is investigated further.

Table 5.5 gives differences in coefficients for relatives as compared to friends
estimated in separate NBRMs for before and after migration and measures whether this
difference is significant.*> Control variables used are the same as in Table 5.4.

Transfers from siblings and more distant relatives have become relatively less
important (negative and significant difference in coefficients) after migration, if compared
to friends. The same holds for parents (though difference is not significant). However,
transfers from children have not declined in frequency, even though this result has to be
treated with caution as children have a low number of non-zero observations (see Table
Ab.4 in the appendixes).

The results are further confirmed for transfers of goods, where the positive and
significant difference of coefficients for children shows that they are transferring more
frequently after migration. On the other hand, part of the role of transfers from other
members of kinship is superseded by transfers from friends (however, results are not
significant).

The same trend is also confirmed for service transfers where most of the differences in
coefficients for the family members are significant (not significant only for transfers from
children). The effects are stronger for these transfers given their particular characteristics
(physical distance is essential in delivering frequent services to relatives).

Generally, all the above results confirm that after migration transfers have shifted
towards particular members of kinship or friends. Transfers from children and friends
become increasingly important after migration, especially for services, while the effects are
not always significant but consistent. The findings indicate that some change in the
network takes place after migration, thus confirming Hypothesis 2.

# The frequencies of separate transfers (financial, goods and services) are summed to calculate the total number of
transfers received.
4 The results are estimated using “seemingly unrelated estimation” procedure (Weesie, 2000).
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Table 5.5 Frequency of receiving transfers before or after migration: Results from NBRM and
tests of differences in coefficients

FINANCIAL ALL TRANSFERS
GOOD TRANSFERS SERVICE TRANSFERS
TRANSFERS COMBINED
Before After Diff. Before  After Diff. Before After Diff. Before  After Diff.
migr. migr. (after - migr migr (after - migr migr (after - migr migr (after -
s st before) st st before) s s before) s st before)

Parent 2.67 141 -1.26 2.02 0.94 -1.08 1.02 -1.23 225 1.26 -0.17 -1.43
Child -15.15 -0.6 1455 0.16 2.75 2.59% 125 1.13 -0.12 1.24 1.23 -0.01
Sibling 3.29 052 -2.77%* 115 0.25 -0.9 0.96 094  -1.9% 1.06 -0.51  -1.57**
Other 232 -1.11 -343** -045 -0.2 0.25 -0.56 -213  -1.57%  -041 -1.44 -1.03
(Friends)
(Other
variables *) *) *) *) *) *) *) *)
included)*
Constant -1.03  -841 -7.38% -144 0.34 1.78 3.37 1.3 -2.07 291 0.92 -1.99
Lnalpha 1.73*%* 1.92%** 228 1.72%%* 2.21%*  2.36%** 1.86%**  1.52%**
N 340 542 345 535 346 531 356 524
Log-
likelihood -167  -416 -484 -610 -731 -820 -860  -1188
E—}:f;lue 0.000 0.000 0.000  0.000 0.000  0.000 0.000 0.000
Pseudo R2 0.1490 0.0863 0.0352  0.0726 0.0184 0.0316 0.0208  0.0351

Note: Frequency of transfers refers to the number of times the transfer has been received in the past 12 months or 12
past months before migration. The dummy for transfers from friends is the reference category for transfers received
from all other family members. All other control variables included are the same as in Table 5.4 (The variable
“Transfer after migration” does not apply here). * significant at 10%; ** significant at 5%; *** significant at 1%

An additional explanatory variable that is likely to affect transfers received is income
or wealth of the household. As explained above, this control variable is not included in the
main model, as household’s income before internal migration is not reported. However, to
measure the effect of income and to safeguard that the results are not strongly affected by
this omission, the models control for wealth by using current per capita income (see Table
5.4 in the appendixes). First, the signs, statistical significance and size of the noteworthy
regressors are not affected much by controlling for income. This strengthens the previous
results. Second, income has the expected negative effect on financial, goods and services
transfers received (but not significant), which shows that the better off households receive
fewer transfers.

5.6 Conclusions

This analysis in this chapter is based on a unique survey amongst internal migrant
households in peri-urban Tirana, Albania conducted in April 2008. Internal migration to
peri-urban areas of major cities is a wide-spread phenomenon in the country. This
movement is often characterized by whole family relocation. The analysis has been focused
particularly on the change of patterns of transfers and the reliance on family members after
relocation through internal migration. For this, three main transfers are considered, i.e.
financial transfers, goods, and services. The changes in receiving patterns both at the
current moment and before migration are investigated separately for all these transfers. By
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exploiting both a quantitative survey and additional qualitative interviews, the analysis
showed that the combination of transfers that households receive has changed after
migration, shifting towards more frequent financial transfers (hypothesis 1) and also
changing the composition of the family network on which the migrants rely upon
(hypothesis 2).

The first hypothesis relates to the effect of migration on the receiving of different
transfers, looking at the intensity of receiving a certain transfer. Financial transfers seemed
to be more frequent after migration, indicating that households received financial transfers
more frequently after migrating. While the effect was positive and significant, its marginal
effect was smaller than for other types of transfers. On average, households received 0.3
financial transfers more after migration from a given relative (ceteris paribus). The shift
towards financial transfers seems logical: After migration households are more in the need
of financial transfers than before. Previous studies (e.g. Hagen-Zanker and Azzarri 2008;
Cila 2006) confirm that unemployment is high amongst internal migrant households and
that living costs have increased compared to living in rural areas (e.g. having to pay for
water). Living in these highly populated and informal peri-urban areas where the role of
the state is weaker and poverty rates are higher than the inner city (Zezza et al.,, 2005),
increases vulnerability and dependency of households on private financial transfers from
family and friends. While one of the migration effects is expected to be improvement of
financial inflow, the higher vulnerability of these households may explain why financial
transfers were received more frequently after migration.

The change in frequency of transfers of goods received after migration is also
interesting. The frequency of receiving goods has decreased after migration, and
households received 1.9 transfers of goods less on average from a given family member
(ceteris paribus). This is a big drop in goods received and based on the qualitative
interviews it appears that this pattern is driven by changes in the nature of goods that are
exchanged. Before migration, goods exchanged were mainly food and agricultural
products, which are exchanged repeatedly. After migration, food is exchanged less
frequently as people grow less of it in peri-urban areas. However, they exchange gifts on
special occasions, like birthdays, more often, maybe due to changing cultural practices and
more financial wealth from migration. These kinds of transfers take place non-frequently.

Finally, the results show that households received service transfers less often after
migration. On average a household received a service 5.2 times fewer services from a given
relative (ceteris paribus). This is logical, as services require proximity of transaction
partners and migration is likely to have split some of the family networks. This is
reinforced by the result that service transfers are more likely and frequent, if the household
and kinship member live in the same district. Furthermore households and kinship
members that have also migrated internally are probably less able to give services due to
lack of time, brought about by volatile employment and more time spent on job search.

The second hypothesis focused on the shift of transfers between family members and
friends. When examining all transfers combined, the results showed that after migration
the role of transfers received from family members had decreased if compared to transfers
from friends. With the exception of children, transfers from friends were the only one
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increasing in relative terms to transfers from all other family members. This is somewhat
surprising given the qualitative analysis, which revealed that the whole extended family
networks and even villages moved together, and which also showed that households had a
very conservative attitude towards strangers. Transfers from friends rise in importance
compared to those from parents, siblings and other relatives, but the effect is not always
significant. The results show that to some extent friends supersede siblings for financial
transfers, and both siblings and other distant relatives for services. This may be related to
the nature of such transfers. Financial transfers are less personal, which may explain the
rising importance of friends in providing these transfers, despite the conservative nature of
internal migrant households. On the other hand, distance is an essential condition
determining the frequency of service transfers. In conclusion, the analysis evidences some
changes in the family network households rely on, but no complete transformation. The
increasing support from friends and the decreasing support from sibling or more distant
families indicates that individuals may substitute some of the transfers received by
relatives for transfers from friends. However, our results show that friends can not
substitute for closer relatives (i.e. children and parents). This is consistent with earlier
results of the analysis in this thesis (see also Chapter 3).

The above conclusions are drawn on a small-scale household survey in a very specific
context. Whether the results on the continuing reliance on family members are generally
applicable is yet to be proved. In the Albanian case, whole families and even villages
relocated permanently. Due to the specific nature of Albanian internal migration and the
conservative nature of the migrants, transfer networks stayed closely integrated. This is
very different in other internal migration contexts (e.g. China, where only one family
members moves). Different patterns of migration are likely to affect the continuation and
strength of pre-migration networks.

The other main conclusion, the shift to financial transfers after migration is probably
even more pronounced in other migration contexts. Migration makes family members
more physically distant, and thus less able to exchange goods and services. Furthermore
migration towards (better) paid employment allows people to exchange more financial
transfers.

The continuing and high levels of private support to migrant households are valuable
in a transition context, where poverty is wide-spread and state support is low. The findings
suggest that in absence of public mechanisms, migrant households resort to private
transfers for financial resources. This chapter has shown that both receiving and giving
financial transfers increase after internal migration. However, it is questionable whether
these financial resources are an adequate and sustainable source. Moreover, the findings
have shown that services and goods transfers received by households decrease after
migration. The government should have a stronger role in replacing such family support,
for example by providing public social services for such households.
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5.8 Annexes: ZIP and ZINB models

The first stage of both the ZIP and ZINB model determines whether the count is
zero/non-zero, and the second stage is used to model the actual magnitude of the count.
The final outcome therefore is determined by two separate probabilities as below:

Pr(Y; = y) == f,(y) + -7 f,(y) i=123,.n (5.4)
where, 7, is the probability of a zero count in the transfer/non-transfer model,

f(y)=1 o () and fz(yi)is the probability density function of the Poisson distribution

(as in equation 2). Given this, the probability of observing a certain count using a zero
inflated model would be:

7+ (L= 7 )(exp( —u;) for.y; =0
ZIP: Pr(Y, =y,) = , (5.5)
' (1— 7)o —fti)iy for.y; > 0
Y
[
., +(-r, ("5] for.y, =0
_ Hi+ ¢
ZINBR: Pr(Y; =y,) " , (5.6)
1_ﬂ»)r<yi+¢>( ¢ J ( u J for.y, >0
U Ty (it M+

where, p,is again the expected value of the model (log( W)= xi' B), while 7, is also

dependent on covariates determining the overrepresentation of ‘zero/non-zero’ values
(logit(ni)= 2;1//). Similar control variables are used both for the ‘inflation” and the

outcome probability models as this helps in identifying the possible roles of variables
explaining the earlier ‘inflation’ model.
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5.9 Appendixes
591  Descriptive statistics

Table A5.1 Transfers received before and after migration

BEFORE MIGRATION (LAST 12

AFTER MIGRATION (LAST 12 MONTHS

MONTHS IN 1991 OR 1997) FROM THE INTERVIEW)
No Yes % yes/ total No Yes % yes/ total
FINANCIAL TRANSFERS
Parents & parents in law 46 5 9.80% 70 15 17.65%
Children 10 0 0.00% 30 4 11.76%
Siblings 130 33 20.25% 170 45 20.93%
Relatives 99 9 8.33% 110 14 11.29%
Friends 26 1 3.70% 84 20 19.23%
Total 311 48 359 464 98 562
% no(yes)/ total 87% 13% 100% 83% 17% 100%
GOOD TRANSFERS
Parents & parents in law 37 15 28.85% 52 33 38.82%
Children 7 3 30.00% 20 14 41.18%
Siblings 117 49 29.52% 150 61 28.91%
Relatives 92 17 15.60% 104 20 16.13%
Friends 17 8 32.00% 79 25 24.04%
Total 270 92 362 405 153 558
SERVICE TRANSFERS
Parents & parents in law 33 20 37.74% 54 30 35.71%
Children 4 6 60.00% 21 13 38.24%
Siblings 98 66 40.24% 156 58 27.10%
Relatives 86 23 21.10% 109 15 12.10%
Friends 17 10 37.04% 69 35 33.65%
Total 238 125 363 409 151 560

Table A5.2 Codified results from the qualitative interviews

Question E.6 What kinds of contact do you have?

NUMBER OF
APPROXIMATE RESPONSE
OBSERVATIONS
More frequent 8
Less frequent 6

Question H4.1 How did the move to Tirana change your relations with other people

(including family

NUMBER OF
APPROXIMATE RESPONSE
OBSERVATIONS

Feel closer 7

Feel same 13

More distant 6
Family moved as well 10
(physically closer)
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NUMBER OF
APPROXIMATE RESPONSE
OBSERVATIONS
(Interact) more with friends 5
Same 4
Less 6

Question H4.4 Can you describe the kind of support you receive from others? How is this
different to the past, before you moved?

NUMBER OF
APPROXIMATE RESPONSE
OBSERVATIONS
Receive more support 6
Receive same support 5
Receive less support 5
NUMBER OF
APPROXIMATE RESPONSE
OBSERVATIONS
More financial support 3
Same financial support 0
Less financial support 2
NUMBER OF
APPROXIMATE RESPONSE
OBSERVATIONS
More goods 0
Same goods 1
Less goods 6
NUMBER OF
APPROXIMATE RESPONSE
OBSERVATIONS
More services 0
Same services 1
Less services 4
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5.9.2 Measures of fit between different count models

Table A5.3 Sum of predicted and actual mean count of the tested models for frequencies of all
transfers

ACTUAL MEAN COUNT PREDICTED MEAN COUNT DIFFERENCE PEARSON
PRM 0.788 0.597 0.852 8959.342
NBRM 0.788 0.804 0.109 41.762
ZIp 0.788 0.614 0.234 4409.25
ZINB 0.788 0.801 0.105 41.056

Note: PRM stands for Poisson regression, NBRM stands for Negative Binomial regression, ZIP stands for Zero-
Inflated Poisson regression and ZINB stands for Zero-Inflated Negative Binomial regression.

Figure A5.1 Residuals of the tested model for frequencies of all transfers

Note: positive deviations show underpredictions.
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5.9.3  Alternative specifications

Table A5.4 Frequency of the receiving transfers: Results from NBRM including income

FINANCIAL TRANSFERS GOOD TRANSFERS SERVICE TRANSFERS

Coef. s.e. Coef. s.e. Coef. s.e.
Main regression
Transfer after migration 0.97*%* 0.33 -1.28** 0.26 -1.04%* 0.28
Relative parent -0.05 0.62 1.35%* 0.55 -1.08* 0.6
Relative child -0.39 0.87 1.80%** 0.67 0.48 0.68
Relative sibling 0.24 0.42 0.86** 0.38 -0.79* 0.42
Relative other -0.32 0.47 0.05 0.39 -1.87%%* 0.45
Age hhh (now/ before migration) -0.03** 0.01 -0.03** 0.01 -0.01 0.01
Gender hh head 1.30%* 0.64 -0.97 0.64 -0.35 0.81
Education years hhh -0.04 0.06 0.07** 0.03 0.08* 0.05
Income per capita- in logs -0.08 0.17 -0.32* 0.17 -0.02 017
Hhh's religion Muslim 1.04* 0.52 0.78* 0.43 0.32 0.47
Hhh's origin Central -0.64 0.54 0.17 0.44 1.00%* 0.49
Hhh's origin North-Central -0.24 0.61 -0.03 0.54 0.62 0.58
Hhh’s origin Mountain -0.7 0.57 -0.84* 0.5 0.36 0.52
;ﬂ;gf::f;nied family (now/ before 0.31 0.29 -0.52* 027 -069% 028
E?;‘;‘ng children hh (now/ before -0.13 0.16 -0.07 013 036 014
Hh moved before 1997 -0.07* 0.04 0.08*** 0.03 -0.01 0.03
ziggerﬁz:‘;e/ friend (now/ before 0.02 0.01 0.00 0.01 -0.01 0.01
Gender relative/ friend -1.297%* 0.3 -0.18 0.26 0.39 0.27
Education years relative/ friend 0.07 0.05 0.02 0.04 -0.09** 0.04
Hh & relative/ friend same religion -0.61 0.6 -0.03 0.54 -0.33 0.65
Zf:tfciiﬁsxjg;z;‘:;:;r;TIZ:;Ie 118 0.33 0.20 029 115 029
Constant -1.35 247 3.75 2.33 3.16 2.29
Ln alpha 2.16™* 0.13 2.12%* 0.09 2.30%** 0.08
Number of observations 843 843 838
Log pseudo likelihood -602 -1073 -1539
P- value Chi2 0.00 0.00 0.00
Pseudo R2 0.0624 0.0356 0.0208

Note: Frequency of transfers refers to the number of times the transfer has been received in the past 12 months/
before migration. “Transfer after migration” is a dummy variable that is one for the observations for the period after
migration. Income is current income per capita, logged. Base for relatives (friends), religion (other religions),
household origin (Coast). significant at 10%; ** significant at 5%; *** significant at 1%
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Table A5.5 Frequency of receiving all types of transfers combined: Results from NBRM and
ZINB

NBRM ZINB

Coef. s.e. Coef. s.e.
Main regression
TRANSFER AFTER MIGRATION -0.77%** 0.2 -1.03*** 0.22
Relative parent -0.22 0.42 -0.01 0.41
Relative child 0.70 0.48 0.93* 0.46
Relative sibling -0.36 0.3 -0.42 0.28
Relative other -1.23** 0.31 -0.89%** 0.34
Age hh head (now/ before migration) -0.01 0.01 -0.02*% 0.01
Education years hh head 0.18 0.51 0.39 0.5
Hh income/ per capita, in logs 0.09%** 0.03 0.09** 0.03
Hh head’s religion Muslim 0.53 0.33 0.45 0.32
Hh head’s origin Central 0.68* 0.35 0.88*** 0.33
Hh head’s origin North-Central 043 0.41 0.56 0.39
Hh head’s origin Mountain 0.02 0.36 0.16 0.34
Hh extended family (now/ before
migration) e 046™ 020 -0.18 0.20
E\ilgr?:zr):)f children hh (now/ before 001 010 - 010
Hh moved before 1997 0 0.02 0.01 0.02
i%;r;eti:)]e/ rendnonbetore oo 001 -0.02* 0.01
Gender relative/ friend 0.06 0.19 -0.05 0.19
Education years relative/ friend -0.06** 0.03 -0.05* 0.03
Hh & relative/ friend same religion -0.25 0.45 -0.19 0.42
Hh & relative/ friend live in same 0,884 021
district (now/ before migration) 0.48** 0.23
Constant 2.21* 1.03 2.55%* 1.00
inflate
TRANSFER AFTER MIGRATION - - -4.12%%* 147
Relative parent - - 1.18 2.01
Relative child - - 0.40 2.63
Relative sibling - - -1.10 1.35
Relative other - - 2.55 1.82
Age hhh (now/ before migration) - - 0.00 0.03
Education years hhh - - -0.07 0.09
;}}i;:;e;nc;ed family (now/ before _ ) 0 gt 0.8
Etlxgr?s; r(:)f children hh (now/ before ) ) 028 032
Hh moved before 1997 - - -0.06 0.08
Age relative/ friend (now/ before ) } 0.06™ 0.03

migration)
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Gender relative/ friend
Education years relative/ friend
Hh & relative/ friend same religion

Hh & relative/ friend live in same
district (now/ before migration)
Constant

INTERNAL MIGRATION AND THE RECEIPT OF TRANSFERS

-0.48
0.07
0.49

-4.00%*

1.94

Number of observations
Number of zero observations
Log pseudo likelihood

LR Chi2

P-value Chi2

McFadden’s R2

860
-2074
86.79

0.00
0.020

0.65
0.15
0.99
1.46
2.7
860
455
-2039
86.06
0.00
0.037

Note: Frequency of transfers refers to the number of times the transfer has been received in the past 12 months/
before migration. Base for relatives (friends), , religion (other religions), household origin (coast). significant at 10%;

** significant at 5%; *** significant at 1%
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Table A5.6 Frequency of giving transfers to relatives and friends: Results from NBRM

FINANCIAL TRANSFERS GOOD TRANSFERS SERVICE TRANSFERS

Coef. s.e. Coef. s.e. Coef. s.e.
Main regression
TRANSFER AFTER MIGRATION 0.82** 0.33 0974 023 -0.98** 0.29
Relative parent 1.71%* 0.58 1.16% 0.45 0.87 0.57
Relative child 0.57 0.71 2.08*** 0.56 0.26 0.65
Relative sibling 0.42 0.41 0.89%+ 0.32 024 0.4
Relative other -0.56 0.43 0.17 034  -1.83" 0.45
Age hhh (now/ before migration) 0.01 0.01 -0.02 0.01 -0.01 0.01
Gender hh head -0.86 0.9 -1.35% 0.66 0.6 0.76
Education years hhh 0.04 0.05 0.07% 0.04 0.05 0.05
Hhh's religion Muslim 1.52%%* 0.52 1.20%* 0.39 0.29 0.5
Hhh'’s origin Central 0.17 0.52 -0.65 0.41 0.34 0.49
Hhh’s origin North-Central 0.39 0.61 -0.93* 0.48 0.37 0.58
Hhh'’s origin Mountain -0.41 0.54 -1.36"* 043 0.15 0.49
;ﬂ;g:::f;nied family (now before 017 0.32 065%% 024  -058* 0.3
Eglzir?f children hh (now/ before 0.2 0.13 0.02 0.10 0.08 0.13
Years since migration 0.05 0.04 0.08*** 0.02 0.10%** 0.03
Age relative/ friend (now/ before
m;ggraﬁon) / (now/ -0.01 0.01 0.00 0.01 -0.02* 0.01
Gender relative/ friend -0.89%* 0.28 0.01 0.22 -0.09 0.26
Education years relative/ friend 0.01 0.05 -0.00 0.03 -0.00 0.04
Hh & relative/ friend same religion -1 0.66 -0.05 0.50 -0.29 0.66
I;:tffcﬁi‘::;/;;zrr‘jﬁ:’ger:;z:;le 0.25 0.31 071 025  0.88% 0.28
Constant -1.58 1.72 0.64 1.37 1.07 15
Ln alpha 2.28%* 0.10 1.89%+ 0.08 236"+ 0.07
Number of observations 880 868 867
Log pseudo likelihood -847 -1351 -1567
P- value Chi? 0.00 0.00 0.00
Pseudo R? 0.033 0.0327 0.0323
LR Chibar? 2867.73 6789.35 6017.65
P-value Chibar? 0.00 0.00 0.00

Note: Frequency of transfers refers to the number of times the transfer has given in the past 12 months/ before
migration. “Transfer after migration” is a dummy variable that is one for the observations for the period after
migration. Base for relatives (friends), religion (other religions), household origin (Coast). * significant at 10%; **
significant at 5%; *** significant at 1%.
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6.1 Main findings

Private transfers to family members and friends have been studied for a long time in
social sciences. The identification of the main motivations behind such transfers has been
in the focus of different disciplines. Several models have been developed to explain why
people transfer to their relatives and friends. However many aspects of such transfers
remain largely unknown. This study presents important advancements in two of them: (i)
how do people choose between transferring to different family members or friends, and (i)
are transfers to different members related over time and space. The study advances the
understanding of the interdependent nature of private transfers by providing new
evidence on three main aspects. First, by understanding whether transfers with relatives
and friends substitute each other. Empirical evidence shows that transfers with friends
cannot substitute for transfers with children or other close relatives. Second, by showing
that transfers to certain family members depend on the needs of the other ones. Transfers
to a particular member of family are dependent on the needs of other family members and
also types of support given to them. Third, by showing how external circumstances or
events affect the type of support received and the relative role of transfers from family
members and friends. Events like the household migration enhance the relative role of
friends and also make financial transfers more important than others.

611 Why do people support family and friends and what is the role of
economics?

Selfishness and altruism are the two most discussed motivations explaining support
given to family and friends. Apart from self-interest (tit for tat strategy), giving to others is
motivated by sentiments, moral obligations, and societal norms. These motivations may
explain why in certain circumstances individuals tend to behave prosocially (e.g. offer
help, comfort, share resources or cooperate) even though this is mainly intended to benefit
others. It is argued that altruism is only a subset of the motives triggering prosocial
behaviour. The other motives are often classified as non-altruistic ones.

Altruistic acts are intended to benefit others and decrease people’s lifetime fitness (or
wealth). Sociobiologists go as far as to call altruistic behaviour “...a self-destructive act
intended to benefit the others” (Wilson 1975). Altruistic behaviour is usually triggered by
strong sentiments. Affection, sympathy, empathy, compassion and pity are among these
sentiments. Not all of them apply similarly to family members or friends. For instance
affection is mostly related to strong positive sentiments (e.g. love) and applies only to
people who are very closely related (mainly the closest family members). In economics
such altruism is also known as “egocentric” altruism. Gary Backer’s altruistic parent, for
example, has the utility of the child already embedded in the own utility function. From an
economical perspective this benevolent parent enjoys the added utility of his/her child by
enjoying the pleasure that the child derives from the added consumption of the transfer
received. Altruism can also be triggered by norms and values or by moral principles (e.g.
impartiality or universalization). Models like the one on ‘reciprocal altruism” developed by
Robert Trivers (1971) can apply also to non-relatives and friends.
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Non-altruistic behaviours, on the other hand, are triggered by normative motivations
(e.g. moral obligations or values that do not necessarily lead to altruistic actions), social
effects or simply self-interest. In economics, these motives correspond to what is called the
“egoistic” behaviour. In political science this is known as the tit-for-tat strategy, and
coincides with other theories on reciprocal behaviour in game theory (Fehr and Géchter
1998). This view was used to explain some extensions of the “egocentric” model of altruism
like the exchange of goods for services (Cox 1987), or the strategic bequest motives
(Bernheim, Shleifer et al. 1986).

Despite their controversial nature, the different motives for private transfers are not
necessarily exclusive of each-other. For example, it is quite difficult to find real world
examples of transfers motivated exclusively by pure altruism. Often, giving to relatives or
friends is linked to both altruistic and non-altruistic motives (e.g. giving to a child may be
motivated by parental altruism but can also relate to non-altruistic motives such as the
sense of duty, traditions, cultural norms, or simply exchange of money for services). From
an empirical and policy point of view it is not only important to identify the dominant
motives, but also to measure their overall effect on the transfers to a particular relative or
friend.

Economics has continuously borrowed concepts like altruism, and reciprocity to
explain the economical processes behind private transfers. The number of journal articles
and books in economics trying to develop models and test empirically the altruistic
motives has grown rapidly in the last decades. But, accepting and understanding such
motivations is only the first step. Motivation theories help in understanding better the
‘why’ of the private support. While this is certainly important, a further step will be to
understand “when” do people transfer and to “whom”. Economics tools are certainly
helpful in understanding how do real world people decide to whom to transfer when they
have to transfer to different family members or friends. This would require a better
understanding of the supply side of the transfers. Economic models can certainly explore
whether people tend to see transfers to relatives and non-relatives as complements or
substitutes, or whether money, services and other support will be used as complements or
substitutes to each-other. It is also important from an economic and policy perspective to
see how will people adapt their transfers to family and friends over time or when faced
with relocation of their household as a consequence of migration.

By considering the economics behind private transfers, especially when multiple
family members and friends are involved in giving and receiving, this study helps in
understanding more on the motives for individual transfers and also in understanding the
dependency of transfers between family members or friends. Moreover, it also helps in
understanding how external circumstances or events (e.g. migration) would influence
such interdependence. This is particularly important considering the possible substitution
of private support by public transfers or services (and vice versa). As mentioned in
Chapter 1 many developed countries are trying to stimulate private support (e.g. help with
childcare from elderly parents) in order to increase labour participation. As shown in this
thesis this would inevitably affect not only the support exchanged between two particular
members but also the support exchanged with all other family members and friends.
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Parents will try to equalize their transfers throughout their children but they may reduce
less visible transfers due to the ‘exhaustion’ effect mentioned in Chapter 4.

6.1.2 Parents between children and friends

The discussion on the interdependence of support to relatives and friends leads
inevitably to the question on how would the transfers to children (the closest members of
the kinship) relate to transfers to non-relatives? Altruism motives are thought to be
stronger in transfers to children (involving sentiments like love or affection, and also
linked with the arguments of kin selection), while transfers to friends are ruled mostly
from societal norms, moral values and other non-altruistic motives. However, individuals
have to take simultaneous decisions on whether to transfer or not to children and/or
friends while at the same time they may receive from them.

Empirical findings using the NKPS data (chapter 3) show that selected characteristics
of both the giver and receiver influence the probability of transferring. The findings
confirm the trend that the intergenerational transfers in the developed countries flow from
the old to young generations (e.g. parents transferring part of their wealth to their
children). Transfers to friends are far lower in incidence, and are more common for the
younger ages.

The trends of simultaneous transfers to/from children and friends are certainly
interesting. Simultaneous giving or receiving to both children or to children and friends
appear to be positively correlated. Simultaneous giving to all children has the highest
correlation coefficient, confirming that parents who give to one child are also likely to give
to the others. In a sense, this goes against Becker’s ‘egocentric” altruism model which
sustains that the needy get more (Becker 1981). Additional motivations should be involved
in motivating transferring to children. The positive correlation between giving to both
children and friends supports Andreoni’s (1989) ‘warm glow’ hypothesis (people do not
only give transfers because the utility of others is embedded in their utility function, but
also because their own utility is dependent on the act of giving).

The ‘crowding out’ hypothesis (claiming the substitution of transfers from friends
with transfers from children) is not supported by empirical findings. Checking for the
number of the children does not influence these correlations. The simultaneity of given
transfers decreases slightly with the increase in number of children but simultaneity of the
received transfers increases. This shows that friends are less likely to give when the
number of children increases (and this also holds for the children), but in return they are
more likely to get.

Transfers with friends show a high degree of reciprocity (giving and receiving from
the same individual) which is not evidenced for transfers with children. The effects for the
subgroups show that reciprocity of transfers with the friend declines sharply for both
genders when the number of children increases.
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6.1.3  Parental transfers and children needs: Giving to compeers

Parental support to children is the most common type of support in the family.
Parents give monetary support, help with every day activities or give advice to their
children. Such support depends on parental characteristics, particular needs of children at
a given time, and as this study shows, it may also depend on the needs and support given
to the other children. Chapter 4 uses transfers of money, help with housework, help with
odd jobs, and advice are considered for parents transferring to more than one child.
Results on financial transfers have shown that parents are very likely to transfer to all of
their children and that financial transfers do not explicitly depend only on an emergent
need of children. There exist instead a series of factors/variables that can trigger such
transfers. The empirical analysis of transfers of housework help, odd jobs help and advice
show that they are also very likely to be positively associated among different children.
Transferring to one of the children is in most cases associated with similar transfers to the
other ones (e.g. a parent helping with odd jobs child 1 is also very likely to also help child
2). This implies that transfers depend also on the characteristics of the other children.
Empirical findings suggest that there is also a strong positive association between different
types of transfers to the same child (e.g. giving money and advice, giving odd job help and
housework help, etc).

The number of children seems to reduce the probability of transfers suggesting that
parents with many children exhaust their resources of money or time. The overall effect of
other children’s characteristics (here called the need) has a positive influence on financial
transfers and advice received by the children. This confirms again that parental financial
transfers and advice to children are not exclusively driven by altruism. Whenever, a child
‘needs’” money or advice the parent is very likely to the other siblings as well. This goes
against the altruism hypothesis (the neediest get more). However, this effect does not seem
to affect all types of transfers. The need of the other child does not have a statistically
significant effect for help with housework and odd jobs (the effect even turns to be
negative for household help). This shows that transfers of services are more likely to be
driven by individual needs of particular children (e.g. having young children, or just
needing extra help in the kitchen). Such transfers are also often influenced by the physical
distance between parents and children. Given this, parents are more likely to play
“favourites” between their children.

The results show that although parents are likely to associate different types of
transfers together when transferring to the same child, they do not always do this when
transferring to different children. Parents simply seem to “exhaust” their resources. They
seem to be better in equalizing between the same types of transfer to different children or
to the same child over time, but they fail to “keep up” when it comes to different types of
transfers given to different children. This is what is called here the ‘exhaustion effect’. This
effect may be due to the fact that parent tend to care more about visible effects of their
transfers and their “reputation” (see also Lundholm and Ohlsson, 2000), and/or exhaust
their financial and time resources.

The findings of chapter 4 reconfirm that parental altruism is not the only motive
behind financial help or advice, and that parents consider more than the needs of one
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child. The ‘exhaustion’ effect warns that parents may give up their “equalitarian” attitude
when the transferring puzzle becomes more demanding.

6.14  Transfers and migration: Support from family and friends

The next thing explored in this study is the effect of external circumstances or events
on the interdependent transfers to family and friends. This is in particular interesting
considering the process of internal migration of the whole household in the context of
transition economies. The analysis in chapter 5 is based on a unique survey amongst
internal migrant households in peri-urban Tirana, Albania conducted in April 2008. The
survey collects data on migrants that have moved in the periphery of the capital (Tirana)
after the fall of the communist regime. Three main transfers were considered: financial
transfers, goods, and services. The main effects of migration on these transfers were
suspected to be: (i) a change in the composition of transfers received by the migrant
households favouring mostly financial transfers, (ii) an increase of the importance of
transfers from friends.

Moving towards the peripheries of bigger urban areas has not always yielded the
expected outcomes for the migrating households. Unemployment in these areas is
generally high amongst internal migrant households and living costs increase if compared
to living in rural areas. Poverty rates in the peripheral areas of Tirana are higher than the
inner city (Zezza et al.,, 2005, Carletto, Davis et al 2004), and the weak role of the state
increases vulnerability and dependency of households on private financial transfers from
family and friends. While one of the migration effects is expected to be improvement of
financial inflow, such circumstances may seriously undermine this and increase the need
for cash of the households. On the other hand, migration affects the kinship supporting
networks and exposes the households to new acquaintances. Transfers from friends may
become more important within such supporting network aiming to substitute some of
previously received transfers.

Empirical results from chapter 5 show that the composition of transfers received
changes after migration. Money transfers are more frequent after migrating, while
frequency of goods and services received decreases. The shift towards financial transfers
seems logical. Migration makes family members more physically distant, and thus less able
to exchange goods and services. Furthermore migration towards paid employment allows
people to exchange more financial transfers.

Results show that migration has increased the relative support received from friends.
The differences in financial transfers received before and after migration are negative for
all relatives (with the exception of children), showing that transfers from friends are
becoming increasingly more frequent than before migration. Friends rise in importance
compared to parents, siblings and other relatives, but the effect is not always significant.
The results also show that friends supersede more distant relatives for financial transfers,
and also siblings and other distant relatives for services (though the results are not
statistically significant). Despite these changes, financial and goods transfers from parents
and siblings still remain more frequent than transfers from friends.
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The relative increase in transfers from friends after migration, especially for financial
and service transfers, shows that migration may affect the role of relatives within the
supporting network. However, there is no strong evidence to suggest that transfers from
friends substitute transfers from family relatives.

These findings are really important in understanding how households cope with a
changing environment when migrating internally. The high levels of private support to
migrant households are valuable in a transition context, where poverty is wide-spread and
state support is low. Financial transfers become increasingly important to these
households, especially in absence of public mechanisms. However it is questionable
whether these financial resources are an adequate and sustainable source. The decreasing
goods and services received after migration also call for a stronger role of public policies in
replacing such family support. Studies show that coverage with public services or child-
care institutions is worse than in other parts of Tirana (Cila 2005). The provision of such
services would bring the households in peri-urban areas in comparable position with other
households located in Tirana, and would help them to engage more in job-seeking
activities.

6.1.5  Can the support from family and friends substitute each other?

The literature on the motives for private support gives relatively different
arguments on the motivations for transfers to family and friends. The empirical findings
throughout the chapters of this thesis also suggest that such transfers are considered
differently by the individuals. Regardless from the context of the country, people tend to
have a stronger relationship with the closest relatives (e.g. children, parents or siblings).
This is also reflected in the transfers and support exchanged with them. The results show
that parents are an important source of financial transfers to their children. They also tend
to transfer to all of their children. But, the results show also that transfers to children (or
other family members) are also positively associated with transfers to friends. People who
give to one are also likely to give to others.

The empirical findings of this thesis do not sustain a substitution effect between
the closest relatives and friends. Friends may take a greater role in giving when the
household migrates internally towards highly populated urban areas but transfers with
other children, parents and siblings remain very important. On the other hand, the
crowding-out effect from transfers to/from friends when the number of children increases
is not visible. However, the likelihood of transferring to children or friends declines and
the reciprocity of the transfers with friends also declines. Parents with many children seem
to “exhaust’ their resources much faster than others, and this would certainly mean they
are more vulnerable to the availability of financial resources or time.

6.2  Suggestions for further research

This thesis highlights several implications for future research on the
interdependence of support given to family and friends. The data and methods used
throughout the chapters serve as a very good basis for further work in this direction. A
couple of recommendations and suggestions are presented below.
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The thesis has benefited immensely from the richness and novelty of the NKPS data.
In fact, such data set offer a quite comprehensive source of information on the
relationships between kinship members and friends. The data set gives the possibility to
explore characteristics of both givers and receivers and also allows measuring the
interdependence of such giving and receiving to multiple members of the kinship and
friends. Such study could benefit further if it would allow having more information on the
exact amounts of financial transfers exchanged or the quantity of time involved during the
services or support rendered. This would give an extra dimension and allow accurate
measuring of the hypotheses on the motives for private transfers.

Particular shocks (e.g. bankruptcy or sudden illnesses) are certainly important in
checking the determinants and motives for private transfers. NKPS has started in 2008 to
give more detailed information on such shocks. The availability of such information over
the years would also help for a consistent analysis based on such indicators.

This thesis has shown that support to children is not only dependent on particular
needs/characteristics of the child but also on needs/characteristics of the other children.
This implies that even the altruistic parent will carefully consider the situation of all
children when deciding to support any of them. The particular characteristics that make
the child or the parent look “needy” in the eyes of the other benefactors are not always
observable to the eyes of the researcher. This would certainly require more attention in the
future as will probably also signal the failure of the welfare systems to cope with particular
needs.

The multidimensionality of intergenerational transfers is another aspect considered in
this thesis. Economic or social policies targeting the wellbeing of families need to consider
transfers of money but also services and social or emotional support. For example unpaid
care to elderly members provided by their children is substantial in many western
countries (Komter, 2002). An extension of the empirical work in this thesis would also be to
look at the interdependent nature of such transfers when having to consider other
members of family.

The association between different support types shows that individuals are interested
in more than the financial transfers. Transferring to family or friends is neither a onetime
event nor independent from other types of transfers given/received. Incorporating these
aspects in the altruistic models of giving would probably be the next challenge for the
economists in this field.
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Samenvatting

Mensen hebben altijd hun familie en vrienden gesteund. Dergelijke steun manifesteert
zich in de transfers van geld, goederen en diensten, wederzijds advies enzovoort. De
inhoud en de intensiteit van deze transfers verschilt per land en soort relatie, maar de rol
van dergelijke transfers is belangrijk in alle samenlevingen. Er zijn veel factoren die de
omvang van particuliere transfers beinvloeden, bijvoorbeeld financiéle restricties,
geografische afstand, communicatiedrempels, enzovoort. Maar, nog belangrijker, de steun
aan een bepaald familielid of vriend hangt samen met de omvang en de aard van de steun
die aan andere familieleden of vrienden wordt gegeven.

Het primaire doel van dit proefschrift is een verkenning van de onderlinge
afhankelijkheid van particuliere transfers en steun die verleend wordt aan familieleden of
vrienden, maar ook om de effecten van bepaalde gebeurtenissen, bijvoorbeeld van
migratie, op deze onderlinge afhankelijkheid beter te begrijpen. De analyse richt zich op
particuliere transfers van inkomen, goederen, diensten en advies tussen gezinsleden en
tussen vrienden. De empirische analyse bouwt voort op bestaande theorieén over de
motivatie van particuliere transfers. Deze motivatietheorieén gaan over het “waarom” van
particuliere steun. Hoewel dit een belangrijke vraag is voor het begrijpen van particuliere
transfers en steun, blijft de belangrijke vraag van "wanneer" en aan "wie" mensen transfers
maken. Hoe kiezen mensen tussen het maken van transfer aan familieleden en/of vrienden,
en hoe zijn deze transfers afhankelijk van familieleden, tijd of ruimte?

Dit proefschrift introduceert instrumenten uit de economische wetenschap om te
analyseren of transfers aan familie en vrienden elkaars substituten of complementen zijn,
en om zo de onderlinge afhankelijkheid tussen dergelijke transfers te onderzoeken.
Verschillende situaties worden onderzocht door middel van huishoud-survey-data uit
verschillende landen, namelijk Nederland en Albanié. De onderzochte situaties zijn
financiéle transfers naar kinderen en vrienden, diverse transfers tussen verschillende
kinderen, en transfers van familie en vrienden voor en na migratie.

Hoofdstuk 2 van dit proefschrift verkent de belangrijkste motieven voor particuliere
transfers en ondersteuning. Handelingen zoals het helpen, troosten, delen en
samenwerken zijn meestal gedefinieerd als prosociaal gedrag wanneer ze bedoeld zijn om
anderen te helpen. Academische disciplines verschillen van opvatting over de rol van
altruistische en egoistische motieven voor dergelijke prosociaal gedrag. Altruisme verwijst
naar gedrag dat er op gericht is anderen meer te helpen dan zich zelf, of naar gedrag dat
ten koste gaat van de eigen levenskansen van een actor en juist voordelen biedt voor een of
meerdere ontvangers. Niet-altruistisch gedrag kan worden geinitieerd door normatieve
motieven, sociale effecten, of gewoon eigenbelang (egoisme). Altruistische en niet-
altruistische motieven sluiten elkaar niet uit en zijn niet noodzakelijkerwijs in tegenstrijd
met elkaar. Ondanks deze uiteenlopende motieven, blijven mensen echter economische en
sociale steun geven aan hun familie en vrienden. Maar wat als mensen moeten kiezen
tussen transfers aan verschillende familieleden en vrienden?
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Hoofdstuk 3 onderzoekt of financiéle transfers van en naar familieleden en vrienden
gerelateerd zijn. De discussie over de wederzijdse afhankelijkheid van steun aan
familieleden en vrienden leidt onvermijdelijk tot de vraag hoe transfers met de naaste
familieleden (kinderen) zich verhouden tot transfers met niet-verwanten (vrienden). Is er
een grotere kans dat mensen hun vrienden steunen, als ze minder steun aan hun kinderen
geven? Of hebben mensen die geld ontvangen van één relatie ook een groter
waarschijnlijkheid om geld te ontvangen van andere relaties? En, verandert hun relatie met
vrienden als mensen kinderen hebben? De analyse in dit hoofdstuk gebruikt de
Netherlands Kinship Panel Study (NKPS) voor 2005 en richt zich op de waarschijnlijkheid
om geld en andere zaken van waarde te geven aan twee aselect gekozen kinderen en een
aselect gekozen vriend. De bevindingen suggereren dat het geven aan of ontvangen van
kinderen en vrienden positief gecorreleerd is. Het gelijktijdig geven aan beide kinderen
heeft de hoogste correlatiecoéfficiént, waaruit blijkt dat ouders die aan een kind geven ook
aan de anderen geven. Dit is in tegenspraak met Beckers 'egocentrisch' altruismemodel dat
voorspelt dat de behoeftigen meer ontvangen (Becker 1981). Er spelen dus ook andere
motieven bij het geven aan kinderen. De positieve correlatie tussen het geven aan zowel
kinderen als vrienden ondersteunt Andreoni's (1989) 'warm glow' hypothese (mensen
geven omdat ze tegelijkertijd ook nut ontlenen van deze handeling). In tegenstelling tot
ouder-kind-relaties vinden we een sterke neiging tot reciprociteit tussen vrienden, waaruit
blijkt dat transfers aan vrienden anders zijn. Transfers aan vrienden nemen niet significant
af met een groter aantal kinderen, maar de reciprociteit van transfers neemt wel sterk af als
mensen meer kinderen hebben.

Hoofdstuk 4 presenteert een nieuwe aanpak om de "behoefte” van een bepaald
familielid te meten en daarmee rekening te houden bij de analyse van de motieven achter
transfers. Bij de transfers die hier onderzocht zijn gaat het over financiéle steun,
huishoudelijk hulp, klusjes en advies. Gekeken wordt naar de hulp die ouders geven aan
twee van hun kinderen. De studie maakt gebruik van NKPS-data voor 2005 en 2007 om
zowel de samenhang tussen kinderen als tussen jaren van verschillende transfers te
onderzoeken. De correlatie van de verschillende transfers wordt geanalyseerd met een
focus op het effect dat transfers aan een kind hebben op de waarschijnlijkheid van transfers
aan het andere kind of dat transfers in het ene jaar hebben op de waarschijnlijkheid van
transfers in het andere jaar. De positieve invloed van de behoefte van de andere kinderen
op financiéle transfers en door het kind ontvangen advies bevestigt dat dergelijke transfers
niet uitsluitend gedreven zijn door altruisme. Als een kind geld of advies nodig heeft, is
het zeer waarschijnlijk dat een ouder dit ook aan de andere broers en zussen geeft. Dit is in
strijd met het altruisme hypothese (de behoeftige krijgt meer). Echter, de transfers van
diensten blijken meer gedreven te zijn door individuele behoeften van bepaalde kinderen
(bijvoorbeeld het hebben van jonge kinderen, of gewoon het nodig hebben van extra hulp
in de keuken). De analyse laat ook zien dat de neiging van ouders om kinderen te steunen
sneller “uitgeput” raakt bij transfers aan meerdere kinderen. Ouders hebben de neiging om
dezelfde soorten transfers aan verschillende kinderen of aan hetzelfde kind in
verschillende jaren gelijk te trekken, maar het lukt hen niet om dit vol te houden als het
gaat om verschillende soorten transfers die aan verschillende kinderen gegeven worden.
Dit wordt hier het “exhaustion effect” genoemd. Dit effect zou toegeschreven kunnen
worden aan het belang dat ouders hechten aan de zichtbare gevolgen van hun transfers en
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hun "reputatie” (zie ook Lundholm en Ohlsson, 2000), en/of de beperkingen van hun
financiéle middelen en beschikbare tijd.

Hoofdstuk 5 richt zich op de analyse van veranderingen in de structuur van transfers
over de tijd, als huishoudens migreren naar de periferie van grote steden (interne
migratie). De studie onderzoekt welke invloed de migratie van hele huishoudens heeft
voor de transfers van familie en vrienden die zij ontvangen. Hoewel migranten zullen
verwachten dat hun financiele situatie zal verbeteren als gevolg van de migratie, blijken de
kansen op succes van deze gezinnen in deze nieuwe agglomeraties toch laag te zijn,
waardoor de behoefte aan financiéle steun groot is.. Aan de andere kant beinvloedt
migratie de ondersteunende verwantschapsnetwerken en krijgt het huishoudens nieuwe
kennissen in de nieuwe omgeving. Transfers van vrienden zouden belangrijker kunnen
worden binnen een dergelijk ondersteunend netwerk, en zouden een aantal van de eerder
ontvangen transfers kunnen substitueren. Zou de samenstelling van de door de
migrantenhuishoudens ontvangen transfers veranderen? Of zouden de transfer van
vrienden de transfers van familieleden vervangen? De studie maakt gebruik van data uit
een unieke enquéte onder interne migranten in Tirana (Albani€) om de door migrerende
huishoudens ontvangen transfers van geld, goederen en diensten te onderzoeken. De
empirische analyse toont aan dat de aard van de ontvangen transfers en het
transfernetwerk na migratie veranderd zijn. Huishoudens ontvangen na migratie in het
totaal minder overdrachten, maar de frequentie van financiéle transfers gaat omhoog.
Vrienden worden na migratie belangrijker, en substitueren de transfers van broers, zussen
en andere familieleden.

De empirische bevindingen van dit proefschrift laten zien dat het geven van
particuliere transfers, ongeacht de motieven, sterk van de omstandigheden afhangt.
Ongeacht de context van het betreffende land hebben mensen de neiging om een sterkere
relatie met hun naaste verwanten te hebben (bijvoorbeeld kinderen, ouders, broers of
zussen). Dit blijkt ook uit de transfers en ondersteuning die met hen uitgewisseld wordt.
De resultaten tonen aan dat ouders een belangrijke bron van financiéle transfers aan hun
kinderen zijn. Zij hebben ook de neiging om transfers aan al hun kinderen te maken. De
resultaten laten echter ook zien dat de overdracht aan kinderen (of andere familieleden)
ook positief geassocieerd zijn met transfers aan vrienden. Mensen die aan een van deze
partijen geven, geven waarschijnlijk ook aan de andere.

De empirische bevindingen van dit proefschrift ondersteunen niet de hypothese dat
er een substitutie-effect tussen de naaste verwanten en vrienden bestaat. Vrienden kunnen
een grotere rol spelen in het geven wanneer een huishouden intern migreert naar
dichtbevolkte stedelijke gebieden, maar transfers met kinderen, ouders, broers en zussen
blijven heel belangrijk. Aan de andere kant is ook geen crowding-out effect van transfers
van/naar vrienden zichtbaar als het aantal kinderen toeneemt. De kans van transfers aan
kinderen of vrienden neemt echter af, net zoals de reciprociteit van de transfer met
vrienden. Ouders met veel kinderen blijken hun middelen veel sneller uit te putten dan
anderen, wat duidelijk aantoont dat ze kwetsbaarder zijn voor de beschikbaarheid van
financiéle middelen over de tijd.
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